Google 


This  is  a  digital  copy  of  a  book  that  was  preserved  for  generations  on  Hbrary  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a  project 

to  make  the  world's  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A  public  domain  book  is  one  that  was  never  subject 

to  copyright  or  whose  legal  copyright  term  has  expired.  Whether  a  book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 

are  our  gateways  to  the  past,  representing  a  wealth  of  history,  culture  and  knowledge  that's  often  difficult  to  discover. 

Marks,  notations  and  other  maiginalia  present  in  the  original  volume  will  appear  in  this  file  -  a  reminder  of  this  book's  long  journey  from  the 

publisher  to  a  library  and  finally  to  you. 

Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  this  resource,  we  liave  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 
We  also  ask  that  you: 

+  Make  non-commercial  use  of  the  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+  Refrain  fivm  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google's  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a  large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+  Maintain  attributionTht  GoogXt  "watermark"  you  see  on  each  file  is  essential  for  informing  people  about  this  project  and  helping  them  find 
additional  materials  through  Google  Book  Search.  Please  do  not  remove  it. 

+  Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a  book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a  book  is  still  in  copyright  varies  from  country  to  country,  and  we  can't  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a  book's  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liabili^  can  be  quite  severe. 

About  Google  Book  Search 

Google's  mission  is  to  organize  the  world's  information  and  to  make  it  universally  accessible  and  useful.   Google  Book  Search  helps  readers 
discover  the  world's  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 

at|http  :  //books  .  google  .  com/| 


SHIPPING  BOARD  OPERATIONS 


,^~,^^- .  -^ 


*   •■«. 


■^  »     ^ 


.r 


HEARINGS 


BEFOSB 


SELECT  COMMITTEE  ON 
U.  S.  SHIPPING  BOARD  OPERATIONS 

HOUSE  OF  KEPEESENTATIVES 

SIXTY-SIXTH  CONGHESS 
SECOND  SESSION 


TESTIMONY  OF 


Mr.  CHARLES  A.  ELLIOTT  (Recalled) 

Mr.  PETER  J.  SULLIVAN 

Mr.  MARTIN  J.  JEWEL 

C«pt  OSCAR  O.  W.  PARKER 

Mr.  NATHANIEL  EDWARD  PLATT 

Mr.  THOMAS  J.  MIGOINS 

Mr.  GEORGE  W.  STERLING 

Mr.  J.  N.  PATTON 

Mr.  R.  H.  GREGORY 

Mr.  DANIEL  C.  COLLINS 

Mr.  MORRIS  M.  McLAUGHLIN 

Mr.  EDGAR  F.  LUCKENBACH 

Mr.  ALEXANDER  M.  FISHER  (Recalled) 

Mr.  ALFRED  W.  McCANN 

Mr.  TUCKER  K.  SANDS 

Mr.  EDWARD  S.  BfALMAR 

Mr.  JACOB  NIEMAN 

Mr.  ADOLPH  AMENDE 


Mr.  BENJAMIN  FRANKLIN  FULLER 

Mr.  JOHN  T.  MEEHAN  (Recalled) 

Mr.  HAROLD  F.  LIANKS 

Mr.  BETIIUKL  S.  OAKKS 

Mr.  SAMUIOL  MARVIN  IIILDREATH 

Mr.  FRANK  A.  STRINGER 

Mr.  WILLIAM  E.  CASH 

Mr.   ROUEUT  I.  LAGGREN 

Mr.  EADS  JOHNSON 

Mr.  GEORGE  S.  WATT 

Mr.  CHARLES  A.  ISANZHAF 

Mr.  RICHARD  W.   ROLLING 

Mr.  ALOXZO  TWEI^DALE 

Mr.  LESTER  SISLER 

Mr.  T.  ED  NEW 

Mr.  JOHN  M.  CRANOR 

Mr.  WILLIAM  DENMAN 

Mr.  MARTIN  J.  GILLEN  (Resumed) 


PABT  7 


WASHINGTON 
GOVBRNMBNT  PRINTING  OFFICB 

1820 


SHIPPING  BOARD  OPERATIONS 


HEARINGS 


BBFOBB 


SELECT  COMMITTEE  ON 
U.  8.  SHIPPING  BOARD  OPERATIONS 

HOUSE  OF  REPRESENTATIVES 

SIXTY-SIXTH  CONGRESS 
SECOND  SESSION 


TESTIMONY  OF 


Mr.  CHARLES  A.  ELLIOTT  (Recalled) 

Mr.  PETER  J.  SULLIVAN 

Mr.  MARTIN  J.  JEWEL 

Capt  OSCAR  O.  W.  PARKER 

Mr.  NATHANIEL  EDWARD  PLATT 

Mr.  THOBIAS  J.  MIGGINS 

Mr.  GEORGE  W.  STERLING 

Mr.  J.  N.  PATTON 

Mr.  R.  H.  GREGORY 

Mr.  DANIEL  C.  COLLINS 

Mr.  MORRIS  M.  McLAUGHLIN 

Ma  EDGAR  F.  LUCKBNBACH 

Mr.  ALEXANDER  M.  FISHER   (Recalled) 

Mr.  ALFRED  W.  McCANN 

Mr.  TUCKER  K.  SANDS 

Mr.  JBDWARD  S.  MALMAR 

Mr.  JACOB  NIEMAN 

Mr.  ADOLPH  AMENDE 


Mr.  BENJAMIN  FRANKLIN  FULLER 

Mr.  JOHN  T.  MEEHAN  (Recalled) 

Mr.  HAROLD  F.   HANES 

Mr.  BETHUEL  S.  OAKES 

Mr.  SAMUEL  MARVIN  HILDREATH 

Mr.  FRANK  A.  STRINGER 

Mr.  VlLLIAM  E.  CASH 

Mr.  ROBERT  I.  LAGGREN 

Mr.  EADS  JOHNSON 

Mr.  GEORGE  S.  WATT 

Mr.  CHARLES  A.  BANZHAP 

Mr.  RICHARD  W.  ROLLING 

Mr.  ALONZO  TWEEDALE 

Mr.  LESTER  SISLER 

Mr.  T.  ED  NEW 

Mr.  JOHN  M.  CRANOR 

Mr.  WILLIAM  DENMAN 

Mr.  MARTIN  J.  GILLEN   (Resumed) 


PART  7 


WASHINGTON 
GOVBRNMBNT  PRINTING  OFFICE 

1020 


63260.5 


SELECT  COMMITTEE  ON  UNITED  STATES  SHIPPING  BOARD 

OPERATIONS. 

House  of  Reprksentati>'es. 

JOSEPH  WALSH,  Masaachusetts,  Chairman. 

PATRICK  H.  KELLBY.  Mlcbigan.  HBNBY  J.  STEELE,  PennsylTHOia. 

LINDLEY  H.  HADLEY.  Wastaiiigton.  TOM  CONNALLY,  Texas. 

ISRAEL  M.  FOSTER.  Ohio. 

•  Gbobqb  H.  Norton^  Olerk. 

n 


CONTENTS. 


Pabt  7. 

Page. 

AmeiKle,  Mr.  Adolph,  Rei)orter  for  the  United  States  Shipping  Board —     2710 

Banzhaf,  Mr.  Charles  Edwin,  traveling  auditor,  Emergency  Fleet  Cor- 

IK)ration 2920 

Boiling.  Mr.  Richard  Wilmer,  treasurer,  United  States  Shipping  Board—.    2946 
Cash,  Mr.  William  fi.,  formerly  traveling  auditor,  Emergency  Fleet  Cor- 
poration      2825 

Collins,  Mr.  Daniel  C,  chief  of  requisitioned  vessel  section,  United  States 

Shipping  Board 2564 

Cranor,  Mr.  John  M.,  formerly  representative  of  Downey  Shipbuilding 

Cx^rporation  and  Providence  Engineering  Co 3107,3126 

Denman,    Mr.    William,    formerly    chairman.    United    States    Shipping 

Board 2600,3166 

Elliott,  Capt.  Charles  A.  (recalled) 2517 

Fisher,  Mr.  Alexander  M.,  clerk  and  statistician  of  the  select  committee 

on  United  States  Shipping  Board  operations,  United  States  House  of 

Representatives  (recalled) 2611 

Fuller,  Mr.  Benjamin  Franklin ^ 2716^ 

Glllen,  Mr.  Martin  J.  (resumed) 3170 

Gregory,  Mr.  R.  H.,  port  steward.  North  Atlantic  district.  United  States 

Shipping  Board,  New  York,  N.  Y 2557 

Hanes,  Mr.  Harold  F.,  junior  examiner,  Emergency  Fleet  Corporation 2768- 

Hlldreath,  Mr.  Samuel  Marvin,  New  York  manager  and  vice  president 

of  the  Belmont  Packing  &  Rubber  Co 2814 

Jewel,  Mr.  Martin  J.,  special  agent,  Treasury  Department . 2524: 

Johnson,  Mr.  Eads,  consulting  marine  engineer  and  naval  architect,  New 

York  City 2890 

Laggren,  Mr.  Robert  I.,  director  of  supply  and  sales  division,  eastern 

district.  Emergency  Fleet  Corporation 2805,2856,2910 

Luckenbach,  Mr.  Eklgar  F.,  ship  owner  and  oi)erator,  New  York  City 2573- 

McCann,  Mr.  Alfred  W.,  newspaper  man,  New  York  Globe '. 2617 

McLaughlin,  Mr.  Morris  M.,  auditor  of  repairs.  United  States  Shipping 

Board 2568 

Malmar,    Mr.    Edward    S.,    cashier,    Corn    Exchange   Bank,    New    York 

City 2651,2851 

Meehan,  Mr.  John  T.,  deputy  chief,   Bureau   of  Investigation,   United 

States  Shipping  Board  (recalled) 2734 

Mlgglns,  Mr.  Thomas  J.,  district  comptroller  of  division  of  operations, 

United  States  Shipping  Board,  New  York  City 2547 

New,  Mr.  T7  Ed.,  assistant  to  general  comptroller,  United  States  Shipping 

Board 3082,3125 

Nleman,  Jacob,  jr.,  assistant  cashier,  Hanover  National  Bank,  New  York 

City 2655 

Oakes,  Mr.  Bethuel  S.,  sales  division,  Emergency  Fleet  Corporation 280O 

Parker,  Capt.  Oscar  O.  W.,  acting  port  superintendent,  United  States 

Shipping  Board,  New  York  City 2539 

Patton,  Mr.  J.  N.,  acting  port  captain.  United  States  Shipping  Board, 

New  York  City 2556^ 

Piatt,   Mr.   Nathaniel   Edward,   port   engineer,   United   States    Shipping 

Board,  New  York  City 2543: 

Sands,  Mr.  Tucker  K.,   formerly   cashier,   CJommerclal   National   Bank, 

W^ashlngton,  D.  C 2623 

Slsler,  Mr.  Lester,  formerly  Secretary  of  the  United   States   Shipping 

Board,  Washington,  D.  C 3056, 3140 

Sterling,  Mr.  George  W.,  district  director  of  operations,  United  States 

Shipping  Board,  New  York  City 2550 

Stringer,  Mr.  Frank  A.,  salesman,  Belmont  Packing  &  Rubber  Co.,  New 

York  City 2821 

Sullivan,  Mr.  Peter  J.,  formerly  special  agent.  Treasury  Department 2518 

Tweedale,  Mr.  Alonzo,  general  comptroller,  United  States  Shipping  Board, 

Emergency  Fleet  (Corporation 3036 

Watt,  Mr.  George  S.,  manager  of  sales  and  warehouse  section  of  east- 
district  supply  and  sales,  Emergency  Fleet  Corporation— TS^ 


2518  SHIPPING  BOARD  OPERATIONS. 

Have  you  taken  up  the  matter  with  them  since  then? 

Mr.  Elliott.  Why,  when  that  letter  came  Capt.  McGray  wiis  in 
New  Orleans.  I  went  into  the  office  in  the  morning,  and  his  secre- 
tary was  there,  anil  I  asked,  "Have  you  any  mail  here?  "  He  said. 
^'  Yes;  here  is  a  letter  to  the  captain,  but  pertainin<r  to  you."  I  said. 
^'  Do  j^ou  mind  lettin<r  me  see  it?  "  He  said,  "  Xo."  I  looked  at  the 
letter,  and  I  said, '  I  am  going  to  show  it  to  Capt.  Parker."  He  said 
he  would  if  he  were  me.  I  took  it  to  Capt.  Parker,  and  he  advised 
me  to  go  to  the  Kerr  Steamship  Co.  and  for  them  to  settle  with  nie 
immediately.  I  went  over  there,  and  Mr.  Leach  was  there,  and  he 
said,  "Seeing  you  have  taken  the  matter  up  with  Capt.  McGray,  I 
will  take  it  up  with  him."  I  says,  "  Capt.  McGray  is  in  New  Orleans. 
and  you  will  not  be  able  to  see  him  until  Monday."  He  said,  "  That 
doesn't  make  any  difference."  I  said,  "  Every  day  you  don't  see 
Capt.  McGray  it  will  cost  you  that  much  more."  *  So  after  Capt. 
McGray  got  back  he  went  down  there  at  2  o'clock  in  the  afternoon 
and  sat  at  Mr.  Leach's  desk  for  about  two  hours  going  over  the  ac- 
counts, and  they  came  to  an  agreement  with  Capt.  McGray  if  I  would 
come  up  the  next  morning  at  10  o'clock  he  would  have  the  papers  for 
me  to  sign  and  pay  me  in  full. 

I  went  up  at  10  o'clock,  and  it  was  1  o'clock  before  I  saw  him. 
When  I  got  to  him  he  said,  "  We  will  go  over  to  see  Capt.  Parker.'' 
I  said,  "All  right.'^  So  we  went  over  to  see  Capt.  Parker,  and  they 
went  into  the  private  office  and  left  me  on  the  outside.  I  was  sitting 
next  to  the  door,  and  whatever  Mr.  Leach  said  to  Capt.  Parker — and 
he  has  rather  a  rough  voice — I  could  hear :  and  he  said,  "  My  advice  is 
to  settle  with  that  man  at  once."  Mr.  Leach  is  an  Englishman  or 
something,  and  he  didn't  see  it  that  way.  About  that  time  Mr.  Lyons 
and  another  gentleman  came  in,  and  thev  went  in  where  Capt.  Parker 
was  and  where  Mr.  Leach  was,  and  in  a  few  minutes  Capt.  Lyons  came 
out  and  said,  "  If  we  place  you  on  another  steamboat  for  a  few  days 
longer  until  Mr.  Leach  has  time  to  take  this  matter  up  with  Wasli- 
ington,  will  it  be  agreeable  to  you  ?  "   And  he  said 

The  Chairman  (interposing).  Well,  they  didn't  settle  with  you? 

Mr.  Elijott.  No,  sir. 

The  Chairman.  You  have  not  received  your  money? 

Mr.  Elliott.  No,  sir. 

The  Chairman.  1  believe  that  is  all. 

I  would  like  to  have  Mr.  Sullivan  come  forward. 

TESTIMONY  OF  ME.  PETEE  J..  STTLIIVAN,  BJtOOKLYIT,  N.  Y. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Sullivan,  give  us  your  full  name. 

Mr.  Sullivan.  Peter  J.  Sullivan. 

The  Chairman.  What  is  your  residence? 

Mr.  Sullivan.  801  Prospect  Place,  Brooklyn,  N.  Y. 

The  Chairman.  What  is  your  business  or  occupation  ? 

Mr.  Sullivan.  At  the  present  time  I  am  connected  with  Jacob 
Wheatlev,  in  plant-protection  work,  industrial  plants. 

The  Chairman.  Were  you  at  any  time  connected  with  the  United 
States  Treasury  Department  ? 

Mr.  Sullivan.  Yes,  sir. 

The  Chairman.  Li  what  capacity? 
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Mr.  SuiiLivAN.  Special  agent. 

The  Chaibman.  When  was  this  ? 

Mr.  Sullivan.  Up  until  June  8, 1919,  when  I  tendered  my  resigna- 
tion. 

The  Chairman.  How  long  had  you  been  with  the  Treasury  De- 
partment when  you  resigned? 

Mr.  Sullivan.  I  entered  the  Treasury  Department  on  the  1st  of 
March,  1908. 

The  Chairman.  Did  you  as  a  part  of  your  work  with  the  Treasury 
Department  make  any  investigation  or  mquiry  into  purchases  by  or 
sales  to  the  Shipping  Board  ? 

Mr.  Sullivan.  I  did. 

The  Chairman.  Where? 

Mr.  Sullivan.  At  New  York. 

The  Chairman.  Were  there  any  other  Treasury  representatives 
with  you  in  that  investigation? 

Mr.  Sullivan.  On  the  investigation  that  I  was  conducting  I  had 
as  assistant  Martin  D.  Jewel,  who  was  a  customs  agent;  he  was  a 
liquidator  at  the  time,  and  assigned  to  the  special  agent^s  office.  There 
were  a  number  of  other  agents  at  the  time  attached  to  the  special 
agent's  office  that  were  conducting  investigations  as  to  Shipping 
Board  transactions. 

The  Chairman.  What  did  you  ascertain  with  reference  to  over- 
charges, quality  of  material,  quantity  of  material,  and  matters  of 
that  sort  on  your  investigation? 

Mr.  Sullivan.  If  you  will  permit  me  to  tell  my  story.  I  have  not 
the  records  here  with  which  to  acquaint  myself  with  the  proper  dates ; 
they  are  at  the  customhouse,  and  1  believe  they  have  been  subpoenaed, 
but  my  statement  cati  be  corroborated  from  those  records. 

The  Chairman.  Very  well,  go  along  and  state  what  you  found 
out. 

Mr.  SuLUVAN.  When  I  first  started  the  investigation  I  checked 
out  the  bids  that  were  supposed  to  have  been  submitted  to  the  Ship- 
ping Board  by  the  different  people  who  were  doing  business  there. 
or  who  aiiticipated  doing  business  with  the  Shipping  Board.  I 
interrogated  a  niunber  of  the  officials;  that  is,  employees  of  the 
Shipping  Board.  When  I  started  with  Mr.  David  Whamond,  who 
was  the  purchasing  agetit  of  the  Shipping  Board,  he  remarked  to 
me,  when  he  heard  my  name  and  I  had  been  introduced  to  him, 
"  You  look  like  a  regular  fellow."  I  said,  "  Yes,  Mr.  Whamond, 
I  am.  That  is,  when  things  are  right  they  are  going  to  be  spelled 
that  way,  and  when  things  are  wrong  they  are  going  to  be  spelled 
that  way."  He  saidj  "  May  be  we  can  get  along  together."  I  said, 
"  Under  those  conditions  we  can."  I  had  been  called  in  by  the  agent 
in  charge,  Mr.  James  F.  McConnochie,  who  told  me  that  I  was  to 
conduct  this  investigation. 

The  Chairman.  That  was  the  Treasury  agent  in  charge? 

Mr.  Sullivan.  Yes.  I  said,  "  Jim,  I  am  pretty  busy  on  a  number 
of  other  matters.  Nevertheless,  you  are  the  doctor,  and  if  you  want 
me  to  stop  them  I  will  take  up  this  investigation."  He  said,  "  Well, 
I  want  you  to  take  it."  He  said^  "  Of  course,  I  feel  there  is  no  one 
who  can  reach  you  through  political  influence  or  otherwise."  I  said, 
"  AH  right,  as  long  as  you  nave  that  confidence  in  me  I  am  going 
ahead  and  will  stop  for  no  one." 
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Mr.  Whamond  took  exception  to  my  interrogating  employees  of 
the  Shipping  Board  in  my  office.  He  wanted  aU  interrogations  and 
all  transactions  conducted  in  his  office  and  in  his  presence.  I  told 
him  it  was  absolutely  impossible  to  do  that,  due  to  the  fact  that  he 
was  a  busy  man,  and  that  that  was  not  the  proper  place  for  an 
investigation  to  be  conducted  anyhow.  "  Well,"  he  said,  "  I  will  go 
up  to  your  office."  I  said,  "  Very  well,  you  may  listen."  Then  some 
sort  of  argument  came  up  whereby  it  was  settled  by  Mr.  McCon- 
nochie  and  Capt.  Yates  and  some  other  captain  whose  name  I  have 
forgotten,  but  those  are  all  in  the  record. 

I  took  each  and  every  employee  and  examined  him  as  to  his  duties, 
how  he  secured  his  position,  what  his  official  duties  were,  and  went 
along  the  general  line  of  investigation.    Whamond  came  up  to  my 

office  one  day  and  he  said,  "  You  little  Irish  s of  a  b ,  if  you 

will  throw  your  gun  and  shield  away  I  will  trounce  hell  out  of  you." 
He  put  his  hands  up,  and  I  jumped  up  and  I  said,  "Whamond, 
nobody  ever  raised  his  hand  to  me  that  1  did  not  resent  it,  and  you 
are  going  to  eat  every  word  you  have  said."  So  I  went  after  him, 
and  the  agent  in  charge  went  after  me,  but  I  threw  him  aside.  And 
then  Whamond  went  out  in  the  hall.  Whamond  said,  "  You  are  not 
going  to  last  to  conduct  this  investigation,"  and  he  said,  "  I  am  going 
to  see  to  it."  "  Welp'  I  said,  "  I  am  going  as  far  as  I  can  on  it,  and 
you  can  go  as  far  as  you  like." 

The  Chairman.  Did  you  get  to  make  your  investigation  ? 

Mr.  SuixivAN.  Yes;  but  I  want  to  get  this  in. 

The  Chairman.  Well,  we  are  not  so  particular  about  conversations. 
We  want  to  know  what  you  found,  the  facts,  if  you  foimd  any. 

Mr.  Sui.LivAN.  Well,  I  sent  Jewel  out  and  sent  him  up  to  Sills.  He 
had  found  in  the  course  of  the  examination  of  the  books  at  Sills  that 
some  man,  who  was  a  representative  of  the  purchasing  department  of 
the  Shipping  Board,  and  who  had  placed  an  order  with  Sills,  had 
received  a  certain  amount  of  money  as  commissions.  As  soon  as  he 
found  out  that  the  books  had  been  examined  and  that  it  was  learned  he 
had  received  money,  that  man  tendered  his  resignation,  and,  to  the 
best  of  my  knowledge  he  went  down  to  Washington  and  was  put  on 
the  pay  roll  in  Washington. 

The  Chairman.  AVhat  was  his  name? 

Mr.  Sullivan.  His  name  is  in  the  records. 

The  Chairman.  What  records  ? 

Mr.  Sullivan.  At  the  customhouse.  You  see,  I  did  not  make  the 
report.  They  did  not  leave  me  here  long  enough  to  make  the  report. 
That  is  the  reason  I  wanted  to  tell  you  that  conversation. 

The  Chairman.  You  were  later  taken  off  this  work? 

Mr.  SuUiivAN.  Oh,  yes.  I  was  not  on  it  but  a  short  time  when  I 
was  taken  off. 

The  Chairman.  How  long  were  you  on  it? 

Mr.  Sullivan.  A  little  over  a  month. 

The  Chairman.  Was  Mr.  Jewel  on  it  the  same  time  you  were  ? 

Mr.  Sullivan.  Yes,  sir ;  he  was  under  my  su|5ervision. 

The  Chairman.  He  made  the  report,  did  he? 

Mr.  SuLLrv'AN.  So  I  believe. 

The  Chairman.  During  the  months  you  were  there  what  did  you 
discover?' 
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Mr.  Sullivan.  Well,  I  discovered  that  much,  and  I  discovered  that 
Mr.  Whamond  was  drawing  a  salary  from  the  steamship  company 
that  he  was  formerly  employed  with — ^the  New  York  &  Porto  Rico 
Steamship  Co.,  I  believe  it  is;  that  he  was  also  on  the  pay  roll  of  the 
Government  at  the  same  time;  and  that  at  Christmas  time  he  re- 
ceived a  sum  of  money  equal  to  his  salarj^  as  a  sort  of  bonus. 

The  Chairman.  Do  you  mean  that  he  received  that  from  the  New 
1  ork  &  Porto  Eico  Steamship  Co.? 

Mr.  Sullivan.  Yes,  sir.  In  checking  out  the  bids,  I  interviewed 
Mr.  Kahn,  who  was  in  the  matting  business,  and  he  told  me  that  it 
was  impossible  for  him  to  get  any  business,  although  he  could  com- 
pete with  any  of  them  with  an  even  break. 

The  Chairman.  That  he  could  compete  with  any  of  whom  ? 

Mr.  Sullivan.  Any  people  who  wer^  submitting  bids  and  who  were 
doing  business  with  the  Shipping  Board.  So  I  asked  him  about  that, 
and  asked  Whamond  and  some  of  his  representatives,  and  they  told 
me  that  they  received  bids  once  a  week  and  took  those  figures,  and  as 
they  desired  the  different  commodities  needed  for  the  Shipping  Board 
they  ordered  them  as  they  saw  fit. 

The  Chairman.  Mr.  Sullivan,  where  were  you  transferred  to  ? 

Mr.  Sullivan.  To  Nogales,  Ariz. 

The  Chairman.  There  are  not  ships  operating  there,  and  were  not 
at  that  time  ? 

Mr.  Sullivan.  Not  to  my  knowledge.  I  never  saw  any  there  any- 
how. 

The  Chairman.  What  else  did  you  ascertain? 

Mr.  Sullivan.  I  checked  out  rubber  matting,  rubber  hose,  and 
gaskets.  I  interviewed  Mr.  Sam  Hildreth,  who  had  been  trying  for 
some  time  to  get  some  business.  He  said  to  me  that  he  did  not  have 
a  chance.  He  said,  "  The  material  I  have  got  they  have  got  to  buy, 
but  they  are  buying  it  from  somebody  else."  I  said,  "  Very  well,  we 
will  check  that  out."  I  went  then  to  a  concern  that  my  brother  was 
connected  with — he  was  the  cashier  of  the  concern — and  I  said  to 
him,  "  Have  you  ever  submitted  any  bids  to  the  Shipping  Board  for 
. rubber  matting  and  hose?"    He  said,  "  Yes;  but;, it  is  useless." 

The  Chairman.  What  concern  was  that? 

Mr.  Sullivan.  The  Gutta  Percha  Rubber  Co.  He  sjfid,  "  It  is  use- 
less. We  can  not  get  any  of  it."  He  said,  "Why,  here  not  long 
ago  " — if  my  memory  serves  me  rightly,  he  said — "  for  rubber  hose 
and  rubber  matting  we  submitted  a  bid  to  the  Shipping  Board  at  a 
very  low  price,  practically  at  cost.  It  was  purchased  from  us,  how- 
ever, for  the  Shipping  Board,  by  two  East  Side  men  who  are  middle- 
men, and  who  received  the  order  from  the  Shipping  Board,  and  they 
paid  more  money  for  it  than  the  bid  showed  we  submitted  as  our 
price  to  the  Shipping  Board." 

The  Chairman.  Do  you  know  who  the  men  were  ? 

Mr.  Sullivan.  No,  sir. 

The  Chairman.  Did  you  ask  him  ? 

Mr.  Sullivan.  I  asked  him  at  the  time,  but  I  can  not  recall  their 
names  now.  Later  on,  after  I  had  had  my  little  squabble  with  Wha- 
mond, I  received  word  from  the  Treasufv  Department  to  be  at  my 
office  on  the  2d  of  January— oh,  pardon  me— in  the  meantime  there 
was  a  general  order  came  out  for  all  other  agents  to  cease  investigat- 
ing conditions  at  the  Shipping  Board.    And  nil  those  that  were  as- 
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signed  to  special  details  were  also  told  to  return  to  their  official  posi- 
tions, except  Jewel,  McConnichie's  agent  in  charge,  was  held  at  the 
office.  But  he  did  not  have  sufficient  time  to  make  a  complete  in- 
vestigation. These  facts  will  be  spelled  out  by  his  report.  I  will 
show  you  a  letter,  if  you  wish  to  see  it,  telling  of  my  transfer  [hand- 
ing to  the  chairman  a  letter]. 

The  Chairman.  That  letter  simply  gives  the  reason  for  sending 
you  to  Nogales  ? 

Mr.  Sullivan.  Yes,  sir.  And  there  was  absolutely  no  necessity  for 
sending  me  down  there,  because  I  could  not  do  mucfi  there,  and  could 
have  done  much  better  in  New  York,  and  it  is  spelled  out  there  in 
that  letter. 

The  Chairman.  You  did  not  find  out  much  in  New  York? 

Mr.  Sullivan.  No,  sir ;  I  was  stopped  and  Jewel  continued. 

The  Chairman.  How  long  did  Jewel  continue  ? 

Mr.  Sullivan.  That  I  do  not  know. 

The  Chairman.  Is  Mr.  Jewel  here  ? 

Mr.  Sullivan.  Yes,  sir;  I  just  saw  him  here  in  the  room. 

The  Chairman.  Any  questions,  Mr.  Kelley  ? 

Mr.  Kelley.  You  were  an  agent  of  the  Treasury  Department  ? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Keli.ey.  How  does  it  happen  that  the  Treasury  Department 
was  investigating  work  of  this  kind  ? 

Mr.  Sullivan.  They  conduct  all  investigations  at  the  request  of 
the  different  departments  in  matters  connected  with  the  Treasury 
Department,  and  I  believe  this  was  on  request  made  by  Capt.  Yates. 
There  is  a  letter  on  file  to  that  effect. 

Mr.  Kelley.  Who  is  Capt.  Yates  ? 

Mr.  Sullivan.  He  was  connected  with  the  Shipping  Board. 

Mr.  Kelley.  When  the  Shipping  Board  requested  the  Treasury 
Department  to  assign  somebody  to  this  work ! 

Mr.  Sullivan.  Right. 

Mr.  Kelley.  Was  Capt.  Yates  located  in  Washington  or  in  Phila- 
delphia? 

Mr.  Sullivan.  In  New  York. 

Mr.  Kelley.  Was  he  a  superior  officer  to  Mr.  TVTiamond  ? 

Mr.  Sullivan.  Well,  I  do  not  know  whether  he  was  a  superior 
officer,  but  he  was  in  charge  of  a  department  here — he  was  in  charge 
of  the  accounting  department,  I  believe. 

Mr.  Keli^y.  What  was  Wliamond's  position? 

Mr.  Sullivan.  He  was  purchasing  agent. 

Mr.  Kelley.  The  Department  of  Justice  has  a  corps  of  investi- 
gators, too,  hasn't  it  ? 

Mr.  Sullivan.  Well,  they  very  seldom  investigate  conditions  as  to 
records  of  the  Treasury  Department.  All  investigations  in  regard 
to  that  matter  are  conducted  by  Treasury  Department  agents.  Spe- 
cial agents  of  the  Treasury  Department  do  not  conduct  investigations 
as  to  the  criminal  end  of  the  Department  of  Justice  work. 

Mr.  Keli^y.  This  investigation  of  yours  arose  out  of  a  dispute  of 
some  kind  between  the  Treasury  Department  and  the  Shipping 
Board  as  to  matters  in  the  accounting  division,  didn't  it? 

Mr.  Sullivan.  I  presume  so,  but  I  do  not  know. 

Mr.  Kelley.  That  is  probably  how  the  Treasury  Department 
would  be  brought  into.it? 
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Mr.  Sullivan.  Certainly. 

The  Chairman.  You  understood  when  you  were  assigned  to  it 
that  Capt.  Yates  had  requested  the  Treasury  Department  to  inves- 
tigate conditions  iip  here? 

Air.  Sullivan.  It  was  requested  by  Capt.  Yates,  of  McConnochie, 
by  a  letter,  as  I  understood.    There  is  a  letter  on  file. 

The  Chairman.  Capt.  Yates  requested  the  Treasury  Department 
to  investigate  conditions  up  here? 

Mr.  Sullivan.  Yes,  sir. 

The  Chairman.  When  you  started  to  investigate  you  begiui  investi- 
gating the  Shipping  Board  affairs  as  well  as  dealers  around,  did  you  ? 

Mr.  Sullivan.  Yes,  sir. 

The  Chairman.  And  the  purchasing  agent  of  the  Shipping  Board, 
Mr.  Whamond,  objected  to  that,  and  you  and  he  had  a  controversy, 
and  he  threatened  to  have  you  pulled  off  the  investigation,  did  he? 

Mr.  Sullivan.  No,  sir. 

The  Chairman.  And  you  said  you  were  going  through  with  it  just 
the  same  ? 

Mr.  Sullivan.  Yes,  sir. 

The  Chairman.  But  later  you  were  transferred  to  Nogales,  Ariz.  ? 

Mr.  Sullivan.  Eight. 

The  Chairman.  And  you  did  not  proceed  with  the  investigation 
long  enough  to  ascertain  v^y  much  about  conditions  except  in  two  or 
three  instances  you  ascertained  that  people  had  submitted  bids  which 
they  felt  were  at  low  prices,  ^nd  yet  they  were  not  awarded  contracts 
for  supplies ;  is  that  it  ? 

Mr.  Sullivan.  Yes,  sir. 

The  Chairman.  Do  you  know  anything  else  about  it? 

Mr.  Sullivan.  No,  sir.  I  left  and  Mr.  Jewel  took  up  the  investi- 
gation. 

Mr.  Kelley.  Did  your  investigation  go  far  enough  to  bear  out  the 
statement  which  you  made  at  the  beginning  of  your  testimony,*  that 
the  purchasing  a^ent,  although  he  asked  for  bids,  actually  paid  no 
attention  to  them  in  the  awarding  of  contracts? 

Mr.  Sullivan.  Why,  yes.  In  addition  to  that,  while  I  interrogated 
employees  of  the  Shipping  Board — and  this  is  one  thing  he  took  ex- 
ception to — I  found  they  had  organized  some  sort  of  little  club,  where 
they  had  solicited  advertisements  from  different  people  who  had  been 
doing  business  with  the  Shipping  Board,  and  were  going  t()  sell 
tickets.  According  to  the  statements  made  by  the  employees  to  me 
while  under  interrogation,  they  were  going  to  split  up  $1,000  apiece 
from  the  receipts  of  this  affair  that  they  were  going  to  run. 

Mr.  Kelley.  Yes;  but  the  point  I  wanted  to  be  sure  about  was 
whether  or  not  your  investigation  went  far  enough  to  see  that  it 
was  the  general  pr^tice  at  the  time  in  this  department,  that  although 
bids  were  obtained  they  were  not  followed  in  the  awarding  of  busi- 
ness? 

Mr.  Sullivan.  Right. 

Mr.  Kelley.  And  you  checked  out  the  bids? 

Mr.  Sullivan.  I  did. 

Mr.  Kelley.  Did  you  investigate  the  responsibility  of  biddei-s 
enough  to  know  whether  or  not  they  might  have  been  rejected  be- 
cause of  lack  of  responsibility? 
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Mr.  Sullivan.  Yes.  Being  in  charge  of  it  I  took  care  of  the  in- 
side end  of  the  work  and  Mr.  Jewel  took  care  of  the  outside  end  of 
the  w^ork.  In  a  number  of  instances  the  bids  that  were  received  and 
purchases  made  were  at  a  higher  rate,  much  higher  rate  than  other 
bids  that  had  been  submitted  by  other  concerns. 

Mr.  Kelley.  Other  concerns  of  equal  responsibility. 

Mr.  Sullivan.  Yes. 

Mr.  Kelley.  That  is  all  I  wish  to  ask. 

The  Chairman.  Thank  you,  Mr.  Sullivan. 

We  will  now  call  Mr.  Jewel. 

TESTIMONY  OF  ME.  MAETIN  J.  JEWEL. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Your  name,  Mr.  Jewel. 

Mr.  Jewel.  Martin  J.  Jewel. 

The  Chairman.  Where  do  you  reside? 

Mr.  Jewel.  240  Manhattan  Avenue,  New  York  City. 

The  Chairman.  What  is  your  business  or  occupation? 

Mr.  Jewel.  Qjie  of  the  special  agents,  Treasury  Department. 

The  Chairman.  How  long  have  you  been  in  the  Treasury  Depart- 
ment? 

Mr.  Jewel.  Thirteen  years  next  March. 

The  Chairman.  You  have  been  subpoenaed  to  appear  before  the 
committee  with  your  records? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  Were  you  at  one  time  assigned  to  the  work  of  in- 
vestigating conditions  here  in  New  York  pertaining  to  transactions 
of  the  Shipping  Board? 

Mr.  Jewel.   Yes,  sir. 

The  Chairman.  When  was  that,  Mr.  Jewel? 

Mr.  Jewel.  The  first-matter  that  came  to  my  attention  was  a  com- 
munication of  Capt.  Yates  referred  to  Mr.  McConnochie,  then  my 
chief  [producing  paper]. 

The  Chairman.  This  letter  is  dated  November  6th,  1917. 

United  States  Shipping  Board, 

New  York  Office,  N.  Y. 
Mr.  J.  P.  McCoNNOcnre, 

Special  Agent  in  Charge y 

Customs  House,  New  York  City. 

My  Dear  Mr.  McConnochie:  A  man  whoso  name  was  givon  as  A.  Xorvick, 
No.  56  East  One  hundred  and  fifth  Street,  New  York  City,  has  been  talkinjr 
to  our  marine  superintendent,  Capt.  E.  P.  McCalder,  about  methods  used  in 
connection  with  repair  work  of  our  ships  at  Shewan's  shipyards,  ('apt.  Mc- 
Caulder  stated  tliat  it  was  not  quite  clear  to  him  what  Mr.  Nor\  irk  was  talk- 
ing: about,  but  felt  it  was  desirable  to  have  him  invostijrated,  as  he  rather 
gathered  from  the  conversation  that  Mr.  Norvick  was  lil^ely  to  cause  trouble. 
We  are  very  hazy  as  to  just  what  Mr.  Norvick  is  daivinR  at  and  with  our 
usual  selfishness  we  are  going  to  ask  you  to  find  out  for  us. 
Very  respectfully, 

United   St.vtes   Shipping   Hoaiid. 
Ch  ARTj-is  y  Yates. 

Agent,  .V.  V.  Office. 

Stamped  "  Special  agent,  New  York,  received  Nov.  7th,  1917,  No.  33,288.  tile 
No.  9,277." 

With  notations  in  pencil  at  the  top,  "V.  D-.Tewel":  with  the  name  in  pencil^ 
"Abe  Nortick " ;   with   a  notation   in  the  lower  left  hand   corner,   the  name 
"  Lieut.  N.  H.  Henshaw,  S.  S.  Wadena ; "  in  the  lower  right  hand  corner,  in 
ndelible  pencil  "  Report  November  14th." 
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Who  actually  assigned  you  to  the  work? 

Mr.  Jewel.  Mr.  McConnochie. 

The  Chairjman.  And  who  was  assigned  with  you  ? 

Mr.  Jewel.  On  this  matter  Mr.  Van  Doren. 

The  Chairman.  Were  you  just  assigned  to  this  one  particular 
matter? 

Mr.  Jewel.  On  this  particular  case,  at  this  time. 

The  Chairman.  Did  you  investigate  it? 

Mr.  Jewel.  I  did  sir. 

The  Chairman.  And  what  did  you  find? 

Mr.  Jewel.  I  called  onJVIr.  Nortick  and  he  told  me  a  story  that 
was  rather  interesting,  to  the  extent  that  I  asked  him  to  come  down 
to  the  office,  so  that  we  might  take  his  testimony  and  put  it  on  record, 
which  is  here.  If  you  wish  me  to  just  give  you  the  gist  of  it  I  can 
do  so. 

The  Chairman.  Just  give  the  substance  of  it,  if  you  can,  briefly. 

Mr.  JE^VEL.  I  will  do  that.  Mr.  Nortick  complained  that  while 
he  was  employed  at  the  Shewan's  yard,  he  was  being  timed  in  on 
Government  work,  and  then  promptly  pulled  off  that  work  and  put 
on  private  work  and  timed  in  again,  for  which  the  Government  nad 
been  charged  as  well  as  the  private  parties. 

The  Chairman.  You  say  "timed  in,"  Mr.  Jewel;  what  do  yoii 
mean  by  that? 

Mr.  Jewel.  That  he  had  reported  for  work. 

The  Chairman.  On  Government  work? 

Mr.  Jewel.  On  Government  work.  He  was  timed  in ;  that  means 
that  he  was  put  on  record  by  a  number  that  he  had  reported  for 
work,  and  for  such  hours  as  he  works  he  receives  pay. 

The  Chairman.  And  after  he  had  been  timed  in  and  reported  for 
work  he  was  taken  off  that  and  put  on  private  work? 

Mr.  Jewel.  After  a  very  short  interval  he  would  be  taken  off  the 
Government  boats  and  put  on  private  work,  where  he  would  be 
timed  in  again.  Such  time  the  private  parties  paid  for,  but  the  tune 
that  had  been  taken  on  Government  contracts  had  never  been 
changed ;  that  remained,  including  overtime,  etc.  He  goes  into  that, 
naming  the  different  boats  on  which  he  had  worked,  and  steamers, 
etc. ;  also  the  time  and  overtime  that  had  been  charged  to  the  Gov- 
ernment that  he  had  never  worked  upon  at  all. 

He  also  stated  that  in  asking  for  supplies,  packing,  etc.,  and  re- 
pairs, he  might  ask^for  one  or  two  square  feet  of  packing  and  he 
would  receive  six.  That  would  be  charged  against  the  Government 
boat.  Then  when  packings  or  parts  or  materials  were  required  for 
the  private  contracts,  the  surplus,  extra  pieces,  the  excess  would  be 
taken  off  the  Government  boats  and  used  on  the  private  contracts 
and  recharged.    That  was  the  basis  of  his  testimony. 

And  he  also  complained  of  a  condition  where  they  were  then  con- 
structing these  torpedo-boat  cases,  which  matter,  however,  was 
turned  over  to  the  Naval  Intelligence;  purely  construction  work 
that  he  thought  was  inferior,  and  we  really  had  no  jurisdiction  on 
the  investigation. 

The  Chairman.  Did  you  investigate  the  complaints  merely  to  as- 
certain whether  what  he  complained  of  was  true?     y 

Mr.  Jbwbl.  No  ;  we  did  not  go  that  far ;  Mr.  Yates  merely  wanted 
to  know  what  the  gentleman  had  in  mind.    The  testimon'j  ^«»  ^x^ 
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sented  to  Mr.  Yates  with  a  report,  which  is  also  here,  for  such  action 
as  he  might  deem  proper.    I  do  not  think  any  action  has  been  taken. 

The  Chairman.  Then,  all  you  did  in  that  matter  was  to  get  Nor- 
tick's  story — find  out  what  it  was  he  was  talking  about? 

Mr.  Jewel.  Find  out  what  it  was.  We  were  placed  in  a  peculiar 
position  in  this  matter.  Mr.  Yates  appealed  to  Mr.  McConnochie 
to  assist  him  in  selecting  such  employees  and  such  help  that  might 
stand  muster  during  this  war  period,  which  he  did,  with  the  sanc- 
tion and  from  the  orders  of  the  Treasury  Department.  The  work 
really  never  belonged  to  us  at  all,  yet  Capt.  Yates  would  come  to  us 
freely,  sometimes  off  the  records  without  a  letter,  and  simply  ask  us 
to  find  out  so-and-so.  The  report  might  have  been  made  verbally  and 
never  become  a  matter  of  record  at  alL 

The  Chaiman.  Did  you  know,  at  the  time  you  were  working,  that 
the  Shipping  Board  itself  had  a  bureau  of  plant  protection,  or  a 
bureau  or  investigation? 

Mr.  jEWEii.  At  that  time  they  did  not. 

The  Chairman.  Did  not  have  either? 

Mr.  Jewel.  No,  sir. 

The  Chairman.  What  time  was  this? 

Mr.  Jewel.  They  had  a  plant  protection  in  so  far 

The  Chairman.    No  ;  what  time  was  it  that  this  work  was  done? 

Mr.  Jewel.  Why,  this  was  right  after  the  first  of  the  war. 

The  Chairman.  In  1917? 

Mr.  Jewel.  In  1917.  As  soon  as  these  foreign  ships  were  seized, 
our  men  were  then  on  the  vessels,  and  they  were  taken  over  by  the 
collector  of  customs,  and  then  they  were  turned  over  to  the  Ship- 
ping Board.  Well,  the  guards,  etc.,  were  checked  up  by  our  office; 
they  were  not  hired  by  us,  but  through  us. 

The  Chairman.  So  far  as  you  know,  the  first  matter  which  you 
looked  into  was  never  further  investigated  to  ascertain  if  the  con- 
ditions alleged  to  exist  by  Mr.  Nortick  were  true  or  not  ? 

Mr.  Jewel.  No,  sir. 

The  Chairbian.  Did  you  conduct  any  other  investigation,  Mr. 
Jewel  ? 

Mr.  Jewel.  I  did,  sir.  At  one  time  Mr.  Yates  came  into  the  office 
and  stated  that  hei  had  a  man  there  that  had  made  some  purchases 
of  condensed  milk,  and  he  feared  that  the  transaction  was  not  right, 
since  the  purchase  had  been  made  through  a  house  where  he  had 
formerly  been  employed.  He  requested,  however,  in  our  investiga- 
tion^  that  we  keep  away  from  the  man  entirely,  that  he  was  a  man 
of  high-strung  temperament,  and  particularly  nervous,  and  he  feared 
that  he  might  resign  if  he  thought  he  was  being  investigated.  He 
requested  me  to  come  over  one  evening  after  hours  and  go  through 
the  papers  and  files  of  the  office  and  see  what  papers  I  might  get 
that  would  lead  to  something. 

At  that  time  it  involved  a  purchase  of  condensed  milk.  I  went 
through  it  and  casually  I  saw  that  the  Shipping  Board  had  paid  a 
great  deal  more  than  the  market  at  that  time  warranted,  and  I  re- 
ported  accordingly  to  Capt.  Yates  verbally,  but  no  action  was  taken. 
Subsequently  I  understand  that  the  Government  did  accept  his 
resignation. 

The  Chairman.  But  you  do  not  know  what  the  amount  of  thb 
overcharge  was? 
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Mr.  Jewel.  That  we  can  not  prove,  for  this  reason,  and  Sills  &  Co. 
would  not  tell  us  any  more  about  it;  in  fact,  they  did  not  expect  that 
we  would  find  out;  but  Mr. 

The  Chairman.  Was  the  date  of  this  commission  which  yoo 
found  on  their  books  during  his  employment  by  the  Shipping  BoaVdl 

Mr.  Jewel.  Yes,  sir;  he  was  at  that  time  employed  by  the  Ship- 
ping Board.  Mr.  Kelaher,  who  w^as  at  that  time  Mr.  Hannahs  im- 
mediate superior,  assistant  to  Mr.  Whamond,  in  his  testimony  stat^ 
that  Mr.  Hanna  informed  him  that  he  is  still  receiving  commissions 
from  John  S.  Sills  on  all  business  received  from  the  Shipping 
Board. 

The  Chairman.  Is  there  anything  else  that  you  looked  into,  Mr. 
Jewel  ? 

Mr.  Jewel.  The  Shipping  Board  had  a  form  on  which  they  had 
submitted  weekly  prices  for  meats.  This  represented, -or  was  put  in, 
rather,  in  the  form  of  a  bid.  As  a  matter  of  fact,  the  Shipping 
Board  in  no  purchases  confined  themselves  to  competitive  bids; 
these  papers  were  merely  submitted,  open;  they  were  not  sealed. 
There  were  evidently  no  comparisons  made.  The  orders  were  merely 
placed  where  they  felt  they  might  do  someone  the  most  good.  On 
some  invoices  of  meats  here  that  I  picked  up  at  random — tliere  were 
so  many  of  them  it  was  almost  impossible  to  go  through  them  ail- 
but  just  picking  some  up  at  random  I  find  that  on  one  lot  of  meat 
there  was  $52  overpaid,  another  lot,  $95  overpaid;  another  lot,  $72 
overpaid;  another  lot,  $48  overpaid,  and  so  on.  They  would  totally 
disregard  the  lowest  bid  that  was  submitted;  that  is  how  I  arrived 
at  my  figures,  by  making  a  comparison,  a  recapitulation,  so  to  speak, 
of  the  highest  and  lowest,  or  rather,  not  the  highest,  but  of  the  bid 
where  the  order  had  been  placed,  against  the  lowest  bid  received 
during  that  period,  and  these  differences  indicate  that  it  might  have 
been  purchased  for  less  money  had  they  confined  themselves  to 
awarding  contracts  on  a  competitive  bid  basis. 

The  Chairman.  Did  you  make  any  investigation  of  the  low  bidder? 

Mr.  Jew^el.  Oh,  yes. 

The  Chairman.  To  ascertain  whether  they  were  responsible  par- 
ties and  could  furnish  meat  of  good  quality? 

Mr.  Jewel,.  They  were  all  responsible  parties,  sir. 

The  Chairman.  Did  you  find  out  whether  any  commissions  were 
paid  in  those  instances? 

Mr.  Jewel.  We  have  not  been  able  to  do  that;  no,  sir.  When  Mr. 
Kelaher  and  Mr.  Whamond  were  questioned  on  that,  also  the  com- 
missary man,  their  argument  at  all  times  would  be  that  they  merely 
purchased  as  they  did  because  they  felt  they  were  making  a  better 
purchase,  even  though  it  may  have  cost  a  little  more  money. 

The  Chairman.  And  that  might  have  been  so? 

Mr.  Jewel.  Well,  they  are  not  consistent,  because  at  one  time 
Swift  &  Co.  may  have  gotten  it,  another  time  Armour  may  have 
gotten  it.  Now,  both  are  equally  good ;  they  are  of  the  same  stand- 
ard, and  when  they  disregard  a  price  and  simply  place  an  order 
there  must  be  some  reason  for  it  other  than  quality  alone. 

The  Chairman.  Well,  it  might  have  been  that  one  would  have  the 
Quality  for  immediate  delivery,  and  the  other  one  perhaps  could  not 
deliver  it  until  the  next  day. 
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Mr.  Jewel.  They  all  did  that,  sir;  they  all  had  immediate  deliv- 
eries.   That  was  the  stipulation  and  the  understanding. 

The  Chairman.  Were  the  bidders  the  packers,  Swift  and  Armour, 
or  their  agents  here? 

Mr.  Jewel.  Yes,  sir.  They  understood  that  in  meeting  the  steam- 
ship demands  they  might  be  called  upon  to  supply  at  very  short 
notice. 

The  Chairman.  You  say  these  overcharges  were  $52  and  $78  and 
$48,  or  along  there.  Upon  how  large  an  order  would  those  over- 
charges appear — totaling  how  much? 

Mr.  Jewel.  Why,  the  Usual  supply  of  a  ship  for  a  trip.  For 
instance,  there  was^  say,  $2,417.68  for  an  item.  One  item  there  was 
no  bid  on  by  the  lowest  bidder.  Eliminating  that  item,  the  amount 
would  be  $1,999.92,  against  a  lowest  bid  of  $1,947.61. 

The  Chairman.  "V^ll,  is  that  for  a  single  ship? 

Mr.  Jewel.  Yes,  sir ;  that  is  the  supply  for  one  ship  for  one  trip. 

The  Chairman.  How  many  ships  were  operating  there  at  that 
time? 

Mr.  Jewel.  I  can  not  tell  you  offhand,  sir. 

The  Chairman.  Did  you  investigate  more  than  one  ship  ? 

Mr.  Jewel.  We  did  not  cover  the  ships  at  all. 

The  Chairman.  Just  the  bids? 

Mr.  Jewel.  We  confined  ourselves  to  the  investigation  of  the  rec- 
ords and  files  of  the  purchasing  agent. 

The  Chairman.  l5id  jou  investigate  anything  with  reference  to 
short  deliveries  of  quantities? 

Mr.  Jewel.  We  had  the  checkers  there,  and  the  checkers  had  no 
records  of  what  they  checked  at  all. 

The  Chairman.  The  Shipping  Board's  checkers  ? 

Mr.  Jewel.  Yes,  sir.  They  should  be  certified  and  stated  that  they 
were  there  when  the  merchandise  was  received;  they  checked  it  up, 
and  there  was  no  discrepancy,  and  there  was  nothing  said.  But  the 
checkers  at  no  time  had  any  records  of  weights  or  quantities  or  any- 
thing that  was  actually  passed  by  them  aboard  ship. 

The  Chairman.  When  was  this?  , 

Mr.  Jewel.  During  this  same  period. 

The  Chairman.  T^ll,  about  when;  1917? 

Mr.  Jewel.  1917  and  1918 ;  the  early  part  of  1918. 

The  Chairman.  Did  you  find  anything  with  reference  to  poor 
quality? 

Mr.  Jewel.  Well,  we  did  not  go  into  that.  They  had  a  meat  in- 
spector there  whose  duty  it  was  to  inspect  meats — ^in  fact,  ride  with  it. 

The  Chairman.  Did  you  find  his  reports? 

Mr.  Jewel.  But  all  he  had  was  purely  a  mental  report  of  what 
he  did. 

The  Chairman.  What  other  matter  did  you  look  into  ? 

Mr.  Jewel.  We  covered  the  matter  of  packings. 

The  Chairman.  Engine-room  supplies  ? 

Mr.  Jewel.  Engine-room  supplies,  which  seemed  to  be  purchased 
promiscuouslv,  at  random,  probably  through  concerns  that  had  noth- 
ing but  an  office  or  a  desk — not  even  an  office. 

The  Chairman.  What  is  that  ? 

Mr.  Jewel.  Just  a  plain  desk ;  desk  room. 
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The  Chairman.  From  concerns  that  had  no  office? 

Mr.  Jewel.  No  factory,  no  plant,  no  stock,  or  nothing ;  purely  an 
office. 

The  Chairman.  Well,  selling  agents,  you  mean  ? 

Mr.  Jewel.  Well,  these  men  would  secure  orders  as  they  would 
go  along,  and  would  place  these  orders,  or  have  the  conditions  met 
ta  supply  the  board.  Now,  that  same  merchandise  could  have  been 
purchased  for  less  by  buying  direct,  but  many  of  the  manufacturers 
were  never  entertained  on  these  bids. 

The  Chairman.  Never  entertained? 

Mr.  Jew^l.  No,  sir.  They  entertained  them  this  way,  on  their 
bids 

The  Chairman.  What  do  vQU.niean  by  "  entertained  ";  considered! 

Mr.  Jewel.  Considered ;  yes^  sir. 

The  Chairman.  You  say  they  did  not  have  an  opportunity  to  bid? 

Mr.  Jewel.  They  did  bid;  yes;  and  they  bid  at  probably  lower 
prices  than  the  board  was  paying,  but  their  proposition  was'  totally 
disregarded  and  the  orders  were  placed  with  men  who  had  the  con- 
nection or  association  with  members  of  the  board. 

The  Chairman.  These  men  who  just  had  an  office? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  When  you  say  they  had  connections  with  the 
board,  what  connections  do  you  refer  to? 

Mr.  Je^^el.  Why,  they  might  be  purely  sociable,  but  through  long 
acquaintance  from  their  association  prior  to  probably  the  gentlemen's 
connection  with  the  board. 

The  Chairman.  Did  these  gentlemen  have  an  office  before  these 
transactions,  or  was  the  office  established  just  for  the  purpose  of 
securing  this  business? 

Mr.  Jewel.  Well,  now,  that  is  hard  for  me  to  say  just  offhand. 
This  one  man  particularly  had  been  in  the  business,  but  operating 
just  along  these  lines.    He  would  purchase  what  he  required. 

Along  this  line,  it  appears  that  the  man  who  can  do  the  most 
business  with  the  steamship  people  on  supplies  is  the  man  that  will 
entertain  the  steward  <5r  whoever  is  in  charge  of  the  department  it 
may  fall  in,  the  machinist  or  whatever  it  may  be,  "by  bein^  a  good 
fellow,  by  giving  him  outright  money,  or  by  entertaining  him 
socially. 

The  Chairman.  Did  you  find  any  instances  of  that? 

Mr.  Jewel.  Well,  that  is  the  usual  condition;  there  are  no  bones 
made  about  it. 

The  Chairman.  Did  you  find  any  instance 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  Of  commissions  or  gifts  of  money? 

Mr.  Jewel.  Well,  only  in  so  far  that  it  has  been  intimated  it  has 
been  accepted  generallj^  as  a  condition,  from  the  concessions  of  one  of 
the  men  who  actually  refused  to  give  up  any  more  to  get  business. 
That  is  why  he  could  not  get  some  of  the  busmess  of  the  board. 

The  Chairman.  Because  he  would  not  pay  any  commissions  or 
make  any  presents? 

Mr.  Jewel.  He  would  not  pay  commissions  or  make  any  presents. 
He  stated,  "  I  have  been  paying  all  my  life.  I  am  honest  now."  The 
testimony  on  that  mav  interest  j^ou  gentlemen. 

The  Chairman.  Who  was  this  party? 
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Mr.  Jewel.  I  will  try  to  dig  that  out.  That  is  Mr.  Harry  N.  Ben- 
nett. He  charges  discrimination  on  the  part  of  the  Shipping  Board 
in  connection  with  placing  of  orders  for  boiler  compounds. 

The  Chairman.  Was  he  representing  some  firm  manufacturing  or 
dealing  in  boiler  compounds,  or  was  he  just  one  of  these  men  who  had 
an  office  to  secure  this  business? 

^Mr.  Jewel.  No;  he  had  a  plant  and  bona  fide  business.  I  will 
just  refresh  myself  on  this,  if  you  do  not  mind ;  the  whole  gist  of  it  is 
just  in  a  few  words  [examining  record].  He  claimed  that  he  could 
supply  the  Shipping  Board  with  a  boiler  compound  identical  with 
what  they  were  using  for  5  cents  a  pound  less.  His  proposition  could 
not,  however,  be  considered  on  account  of  the  chief  engineer,  Mr. 
Scott. 

The  Chairman.  Of  what  ship  ? 

Mr.  Jewel.  This  is  the  engineer  to  the  board.  He  would  not  O.  K. 
the  orders  for  this  compound,  even  where  it  was  particularly  speci- 
fied by  the  engineer  of  a  vessel. 

The  Chairman.  Mr.  Jewel,  we  have  had  testimonjr  that  during 
the  operation  of  ships  by  the  Shipping  Board  from  this  port,  it  has 
been  the  practice  of  dealers  in  supplies  and  materials,  and  persons 
doing  repairs,  to  make  presents  of  money  or  pay  commissions  to 
officers  of  various  ships,  and  that  that  practice  was  not  confined  to 
Shipping  Board  ships  but  prevailed  in  shipping  circles  generally, 
and  had  extended  over  a  long  period  of  years ;  that  it  had  come  to  be 
a  well-established  practice.  As  a  result  of  the  inquiries  and  investi- 
gations you  made,  can  you  say  whether  or  not  you  found  that  to 
be  so? 

Mr.  Jewel.  Well,  morally  I  am  satisfied  that  that  condition  is  so, 
but  there  is  no  way  of  proving  it. 

The  Chairman.  You  found  instances  with  respect  to  Shipping 
Board  ships  where  that  occurred? 

Mr.  Jewel.  Oh,  yes;  but  I 

The  Chairman.  And  received  admissions  from  people? 

Mr.  Jewel.  We  can  not  definitely  establish  that  fact,  because  a  man 
who  is  accepting  money  will  not  admit  it,  when  it  is  to  be  made  a 
matter  of  record,  and  the  man  who  is  giving  it  certainly  will  not 
either. 

The  CHAiR2tfAN.  But  you  found  one  instance  where  it  appeared 
upon  the  books  of  the  concern  furnishing  the  supplies  that  a  certain 
amount  of  money  had  been  charged  as  a  commission  to  a  Shipping 
Board  officer? 

Mr.  Jewel.  No.    Mr.  Bennett  in  his  testimony  states  that  he  had 
been  paying  all  his  life  to  get  business.    A  little  difficulty  that  he  got 
into ;  his  firm  used  to  give  him  an  amount  of  money,  a  fund  for  that 
purpose.    Mr.  Bennett,  instead  of  using  the  fund  for  that  purpose, 
placed  it  on  some  slow  horses.    The  result  was  that  he  could  not  pay 
these  men  for  their  business ;  the  house  did  not  get  the  business,  so 
Mr.  Bennett  lost  his  job.    Then  Mr.  Bennett  decided  that  it  was  best 
for  him  to  be  honest  and  not  try  to  buy  business,  but  sell  his  mer- 
chandise at  the  best  market  price,  as  other  legitimate  bona  ficle  busi- 
ness houses  did. 

The  Chairman.  H/)w  about  the  Sills  case;  you  found  an  erxtry  on 
the  books  there,  did  you  not  ? 

Mr.  Jewel.  Yes,  sir. 
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The  Chairman.  Where  the  commission  had  been  entered  on  their 
books? 

Mr.  Jewel.  That  absohitely  speaks  for  itself. 

Mr.  Kelley.  Mr.  Chairman,  as  I  recollect  in  that  case,  the  money 
was  not  paid  to  the  purchasing:  agent  of  the  Shipping  Board  but  to 
somebody  else. 

Mr.  Jewel.  Well,  at  that  particular  time  the  money  was  paid  to  the 
man  who  happened  to  place  that  order.  Now,  by  what  authority  he 
placed  that  order  we  have  never  been  able  to  establish.  He  was' not 
the  purchasing  agent,  yet  he  succeeded 

The  Chairman.  But  he  was  the  man  who  placed  the  order  for 
these  goods  ? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  He  was  in  the  purchasing  agent's  department,  was 
he  not? 

Mr.  Jewel.  No  ;  he  was  not  even  in  that  department.  How  he 
succeeded  in  putting  an  order  through,  having  it  executed,  paid  for, 
and  everything,  nobody  could  explain  at  all. 

The  Chairman.  Have  you  found  any  othei;  instances  like  that! 

Mr.  Jewel.  No  ;  that  is  the  only  glaring  one  we  found  there.  On 
this  investigation  we  merely  scratched  the  surface,  because  we  were 
disturbed  and*  interrupted.  Mr.  Sullivan  was  taken  away,  and  I 
had  orders  to  be  sent  back  to  my  quarters,  and  that  was  finally 
stretched  and  detained  until  we  finally  got  orders  to  discontinue  afl 
investigation  for  the  Shipping  Board ;  that  the  board  wouH  conduct 
their  own  bureau  for  this  purpose. 

The  Chairman.  Did  you  have  any  difiiculty  or  controversy  with 
Mr.  Whamond  during  the  investigation  you  made? 

Mr.  Jewel.  There  is  only  one  way  I  can  describe  it :  Mr.  Whamond 
went  off  the  handle,  absolutely  lost  his  head,  and  at  times  was  inclined 
to  be  quick,  and  with  Mr.  Sullivan  very  abusive. 

The  Chairman.  Were  you  there  when  he  had  this  controversy  with 
Sullivan? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  And  heard  the  language  used  ? 

Mr.  Jewel.  Heard  the  language ;  saw  the  whole  thing. 

The  Chairman.  And  was  there  any  effort  made,  that  you  could  see, 
on  the  part  of  anv  of  the  Shipping  Board  oflScials  or  employees  to  hin- 
der the  inquiry  tnat  you  were  making? 

Mr.  Jewel.  No;  tney  did  not  hinder  us,  but  they  did  not  particu- 
larly offer  to  help  us. '  At  times  they  were  reluctant  to  freely 

The  Chairman.  Would  not  cooperate  ? 

Mr.  Jewel.  Exactly.  They  would  not  give  us  the  papers  that  we 
wanted,  excepting  we  went  through  their  files  and  dug  them  up  our- 
selves. As  a  matter  of  fact  I  mi<rht  say  this,  in  justice  to  the  inno- 
cent people  on  the  board,  that  their  system  was  so  poor  that  I  doubt 
verv  much  whether  they  themselves  could  find  some  of  the  papers 
if  tlhey  wanted  them  without  going  through  a  whole  lot  of  files. 

The  Chairman.  Is  there  any  other  matter  that  you  investigated, 

Mr.  Jewel  ? 

Mr.  Jewel.  We  investigated  the  warehouse  or  storeroom.  We 
found  conditions  there  most  deplorable.  At  no  time  had  inventory 
been  taken,  and  there  was  absolutely  no  way  6f  checking  up  as  to 
whether  merchandise  had  been  properly  dispensed  or  requisitioned, 
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The  Chairman.  Is  there  any  other  matter  that  you  investigated 
while  you  were  on  this  work? 

Mr.  Jewel.  Excepting  the  personnel. 

The  Chairman.  What  did  you  find  as  to  the  personnel. 

Mr.  Jewel.  Why,  almost  entirely  the  personnel  of  the  purchasing 
agent's  office  were  only  such  that  were  closely  related  to  him  throi^ 
friendship  or  through  some  friend's  friend,  and  outsiders  were  ne?er 
appointea.     In  other  words,  he  made  that  a  very  close  corporation. 

The  Chairman.  Who  did? 

Mr.  Jewel.  Mr.  Wliamond. 

The  Chairman.  Did  he  make  tke  appointments? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  How  many  did  he  have  on  his  force,  about  how 
many? 

Mr.  Jewell.  Oh,  about  20 ;  20,  possibly  25. 

The  Chairman.  And  were  these  the  men  that  formed  this  dub; 
did  you  testify  about  that? 

Mr.  Jewel.  No  ;  Mr.  Sullivan  did,  I  guess. 

The  Chairman.  Do  you  know  about  that? 

Mr.  Jewel.  Yes. 

The  Chairman.  Some  little  club  they  formed ;  were  these  the  men 
that  formed  it? 

Mr.  Jewel.  They  helped  in  that  office.  They  formed  this  social 
club,  and  they  were  to  run  off  a  dance,  and  tney  brought  out  tie 
usual  catalogue  and  solicited  ads.  from  the  people  that  suppUed 
the  board.  The  testimony  shows  that  they  receivea  all  the  way  from 
$5  to  $50  from  the  various  people  for  the  inserts  or  ads. 

The  Chairman.  That  is,  these  employees  in  the  purchasing  agent's 
office  formed  ii  club  and  held  a  dance  and  solicited  advertisements 
to  be  put  in  the  dance  program  from  the  persons  who  were  furnish- 
ing supplies  or  bidding  upon  goods,  submitting  their  bids  to  these 
offices? 

Mr.  Jewel.  That  is  correct. 

The  Chairman.  And  that  they  received  from  these  dealers,  for 
these  advertisements,  sums  varying  from  $5  to  $60  ? 

Mr.  Jewel.  That  is  right. 

The  Chairman.  Did  you  go  any  further  with  that  inquiry  and  find 
out  how  much  was  actually  received? 

Mr.  Jewel.  Yes ;  they  showed  us  at  the  time  how  much  money  had 
been  actually  received,  and  I  believe  when  this  investigation  brought 
the  facts  forth  they  were  instructed  to  return  these  moneys. 

The  Chairman.  Was  it  returned,  do  you  know  ? 

Mr.  Jewel.  That  we  do  not  know.    We  never  went  that  far. 

The  Chairman.  How  much,  if  you  remember,  was  received? 

Mr.  JE^VEL.  They  had  not  collected  a  great  deal  when  we  started; 
in  fact,  the  amount  thoy  had  collected  was  very  small. 

The  Chairman.  Had  the  dance  been  held  ? 

Mr.  Jewel.  No,  sir. 

The  Chairman.  So  you  think  that  is  one  matter  that  the  investiga- 
tion held  up  ? 

Mr.  Jewel.  Oh,  yes;  we  killed  that.  It  stopped  the  dance,  and 
practically  nullified  everything. 

The  Chairman.  To  whom  aid  you  make  your  report? 

Mr.  Jewel.  To  Capt.  Yates. 
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The  Chairman.  And  do  you  know  what  was  done  as  a  result  of 
the  report? 

Mr.  Jewel.  No,  sir ;  excepting  I  do  know  this,  that  they  issued  a 
circular  letter  to  the  parties  from  whom  they  were  purchasing, 
dwelling  on  this  condition  and  directing  them  not  to  contribute  or 
offer  any  funds  for  such  purposes.  I  have  a  copy  of  that,  if  you 
would  like  to  see  it,  but  not  with  me. 

The  Chairman.  Did  you  make  anv  investigation  as  to  the  coffee 
purchases? 

Mr.  Jewel.  Yes,  sir ;  in  this  way :  That  investigation-  had  to  be 
very  limited,  because  nobody  knew  anything  about  it  but  Mr.  Wha- 
mond,  and  he  would  not  tell  us  anything.  All  this  coffee  was  pur- 
chased frem  a  plantation  in  Porto  Rico.  They  paid  19  cents  a 
j>ound — no,  they  paid — or  he  states,  rather,  that  it  cost  him  19  cents 
a  pound  at  that  time,  here.  At  that  time  coffee  could  have  been 
purchased  for  around  that  figure  or  less,  on  a  competitive  basis,  but 
which  Mr.  AVliamond  said  that  the  Porto  Rican  Lii^e  had  been  using 
that  coffee  entirely  for  years.  He,  knowing  it  to  be  good  coffee,  was 
satisfied  that  he  could  not  do  any  better  if  he  went  out  in  the  open 
market.  He  said  he  might  get  it  for  a  little  less,  but  he  would  not 
take  a  chance  on  the  quauty. 

The  Chairman.  W^ll,  there  was  nothing  criticise  about  that,  was 
there? 

Mr.  Jewel.  No. 

The  Chairman.  If  that  was  the  fact? 

Mr.  Jewel.  Well,  is  Mr.  Whamond  in  a  position  to  judge  coffee 
without  trying  it? 

The  Chairman.  Well,  did  he  not  try  it? 

Mr.  Jewtel.  No,  sir;  never  went  that  far;  never  considered  or 
entertained  anybody's  bid  at  all  on  coffee. 

The  Chairman.  Never  sought  bids  ? 

Mr.  Jewel.  Insisted  upon  getting  his  own  coffee  right  down  there. 
The  Porto  Rican  boats  run  right  down  through  that  section. 

The  Chairman.  That  is  the  line  with  which  he  was  connected? 

Mr.  Jewel.  That  is  the  line  with  which  he  was  connected. 

The  Chairman.  Did  you  examine  the  books  of  the  Porto  Rican 
line  at  all  ? 

Mr.  Jewel.  Only  pertaining  to  Mr.  Whamond's  salary.  It  ap- 
pears that  while  he  was  on  the  pay  roll  of  the  Shipping  Board  he 
was  still  being  paid  by  the  Porto  Rican  steamship  line. 

The  Chairman.  Do  you  know  whether  he  was  rendering  them  any 
service  for  it  ?  . 

Mr.  Jewel,  He  did.  He  used  to  report  at  their  pier  in  Brooklyn 
about  9  every  morning,  8.30  or  9,  and  he  would  spend  an  hour  therfe 
to  take  care  of  thin^,  and  then  go  to  the  Shipping  Board. 

The  Chairman.  That  was  not  anything  unusual,  was  it,  during 
the  early  days  of  the  war,  when  they  called  men  from  various  busi- 
nesses, to  put  in  part  of  their  time  with  their  own  business  and 
give  the  rest  of  their  time  to  the  Government. 

Mr.  Jewel.  If  you  want  to  look  at  it  that  way,  no. 

The  Chairman.  I  say  it  was  not  unusual  at  that  time  ? 

Mr.  Jbwel.  No;  but  on  the  other  hand,  he  being  a  Government 
employee,  was  he  justified  in  also  holding  another  position  witn 
mother  firm  ? 
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The  Chairman.  That  is  the  question  tnat  you  raise? 

Mr.  Jewel,.  Yes,  sir. 

The  Chairman.  Now,  what  did  he  receive  for  those  Saturday 
afternoon  services? 

Mr.  Jewei..  Xo;  this  was  not  only  Saturday  afternoon;  this  was. 
every  day. 

The  Chairman.  Every  day  ? 

Mr.  Jewel.  Every  morning  and  every  evening.  He  received  his 
usual  salary  of,  I  think,  $55  a  week.  At  the  end  of  the  year  he  also 
received  a  bonus  equal  to  a  year's  salary,  and  he  received  during 
that  period  $6,000  from  the  Shipping  Board. 

The  Chairman.  $6,000  a  year? 

Mr.  Jewel.  Yes,  sir.  ^ 

The  Chairman.  Of  course,  a  great  many  men  were  taken  from 
their  own  concerns  or  left  good  positions  with  other  companies  dur- 
ing the  war  to  accept  Government  positions,  and  it  was  customaiy, 
was  it  not,  for  private  concerns,  in  order  to  maintain  their  organiza- 
tions, to  keep  these  men  upon  their  pay  rolls,  some  at  reduceifsalaiy 
and  some  at  the  regular  salary,  even  though  they  were  receiving  a 
salary  from  the  Government;  and  the  only  question  you  raise  is 
whether  that  was  a  proper  thing  to  prevent? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  his  services,  which  he  ren- 
dered the  Porto  Rican,  in  any  way  conflicted  or  interfered  witii  his 
duties  as  a  Shipping  Board  official?  Did  they  cross  in  any  way! 
Did  he  have  dealings  with  the  Porto  Rican  company  in  his  official 
capacity  on  the  Shipping  Board? 

Mr.  Jewel.  Xo ;  I  can  not  say  he  did.    Not  to  my  knowledge. 

The  Chairman.  Were  there  any  other  prectices  which  you  inves- 
tigated ?    Did  you  look  into  the  coal  situation  ? 

Mr.  Jewel.  1  did  look  into  the  coal  situation.  He  bought  all  his 
coal  from  Berwind-White.  It  seems  that  Berwind,  of  Berwind- 
White,  is  also  one  of  the  large  stockholders  of  the  New  York  & 
Porto  Rican  Steamship  Co.,  and  also  of  this  company.  In  fact,  one 
is  controlled,  by  the  other.  But  in  the  face  of  all  that,  while  there 
were  many  unusual  charges,  yet  as  a  total  they  did  not  appear  to  ex- 
ceed what  the  usual  market  price  was  during  these  periods.  There 
is  really  nothing  there  on  the  face  of  it  that  would  indicate  any 
overpayments. 

The  Chairman.  Were  there  any  short  deliveries  of  coal  or  poor 
quality  of  coal  ? 

Mr.  Jew^el.  That  we  could  not  touch  on.  How  the  coal  was  de- 
livered or  how  received  can  only  be  established  by  a  check. 

The  Chairman.  And  there  was  not  a  sufficient  checking  system 
there  to  ascertain  that  ? 

Mr.  Jewel.  There  was  not  any  check  system  at  all. 

The  Chairman.  But  according  to  the  figures  on  the  books  the  con- 
cern got  coiil  at  the  prevailing  j^ricos,  and  apparently  it  was  of  good 
quality  and  apparently  the  quantity  paid  for  was  delivered? 

Mr.*^  Jewel.  If  they  had  delivered  the  full  quantity,  the  quality 
and  the  price  appeared  regular. 

The  Chairman.  Well,  there  was  nothing  on  the  books  to  show  that 
they  did  not  deliver  the  quantity? 
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Mr.  Jewel.  There  was  nothing  on  *the  books  to  show  that  they  had 
en  short  ^pped. 

The  Chairman.  Was  there  anything  else  you  looked  into? 
Mr.  Jewel.  No;  there  is  nothing  I  can  recall  just  offhand. 
The  Chairman.  Well,  when  you  interviewed  these  people  and  took 
eir  statement,  was  it  made  under  oath? 
Mr.  Jewel.  It  was  made  under  oath. 
The  Chairman.  Have  vou  any  questions,  Mr.  Kelley? 
Mr.  Kelley.  I  judge  n-om  wnat  you  have  said  that  some  staple 
tides  which  would  be  required  by  the  Government  in  enormous 
untitles,  like  bacon,  were  supplied  on  a  rather  hand-to-mouth 
licy ;  that  is,  from  day  to  day  ? 

Mr.  Jewel.  Yes,  sir.  At  tKat  time  I  suggested  that  a  refrigerat- 
5  plant  be  installed  on  these  piers  for  just  that  purpose.  That 
)uld  enable  them  to  purchase  their  meats  in  quantities  and  take 
oper  care  of  them. 

Mr.  Kelley.  Could  not  the  Government  make  arrangements  with 
ese  large  packers  for  refrigerating,  so  that  they  would  not  have  to 
out  in  the  retail  market  and  buy  meat? 

Mr.  Jewel.  Oh,  they  practically  confined  themselves  to  the  big 
ckers  at  times.  Very  often  they  would  place  their  orders  with  the 
ip-siipply  people. 

Mr.  Keli/ey.  It  is  not  customary,  is  it,  for  the  Government  to  buy 
tides  on  the  daily  market?     Do  they  not,  as  a  rule,  have  a  con- 
ict  running  over  months  at  a  time? 
Mr.  Jewel.  Surely. 

Mr.  Kelley.  Has  not  the  Shipping  Board  pursued  that  policy? 
Mr.  Jewel.  No. 

Mr.  Kelley.  Is  the  Shipping  Board  now  buying  meat   on  tbe 
irket  from  anybody  they  can  pick  it  up  from  ? 

Mr.  Jewel.  iTiat  I  do  not  know.  I  have  not  been  near  tlie  Ship- 
ng  Board  since  I  stopped.  I  rather  imagine,  though,  that  they  are 
ing  just  what  they  were  doing  here. 

Mr.  Kelley.  And  buying  coal  wherever  they  can  pick  \ip  a  few 
[IS  of  coal  ? 

Mr.  Jewel.  When  they  need  to  supply  a  vessel  they  will  buy  it 
r  that  vessel  ? 

Mr.  Kelley.  It  hardly  seems  possible  that  you  are  right  al^oiit  that, 
r.  Jewel.    Are  you  sure  you  are  right  ? 

Mr.  Jewel.  Well,  with  packing  and  merchandise  of  that  eliaract^r 
ey  only  bought  such  quantities  as  were  required  for  a  vensel.  At 
at  time  it  was  suggested  that  they  follow  the  Navy  Departments 
ocedure  about  purchasing,  but  that  did  not  seem  to  appeal  to  them. 
Mr.  Kelley.  The  Navy  Department  makes  contracts  for  a  year 
r  all  these  staples  ? 
Mr.  Jewel.  Certainly. 

Mr.    Kelley.  And    has   no    trouble    about    getting    its     j^xipplies 
omptly?  . 

Mr.  Jewel.  Not  at  all;  and  in  many  instances  probably  fcets  a  fair 
perior  article.    In  purchasing  for  the  Navy  Department  thej:^  must 
tet  specifications,  whereas  this  is  just  an  open  method,  buyin.g  any- 
ng  that  is  handy. 
Vfr.  Kelley.  With  no  proper  inspection  ? 
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Mr.  Jfavel.  No  inspection,  nothing  at  all. 

Mr.  Kelley.  Nothing  to  show  whether  the  quantity  ordered,  or 
the  quality,  is  supplied? 

Mr.  Jewel.  I  suppose  it  is,  but  they  may  have  an  alibi  on  that :  yon 
can  not  prove  it. 

Mr.  Kelley.  From  the  records  you  can  not  tell  whether  the  coal 
that  was  invoiced  had  actually  been  delivered?  " 

Mr.  Jewel.  The  enpneer  would  check  it  up  and  certify  to  the  fact 
that  the  coal  had  been  delivered,  but  there  is  no  way  of  determining 
definitely  whether  the  actual  quantity  had  been  delivered.  What  they 
do  with  coal  is  this :  The  bunker  is  marked,  and  a  certain  elevation 
or  a  certain  level  so  wide  and  so  square  will  mean  so  many  tons.  Bm 
veiT  often  the  coal  is  dumped  into  bunkers  where  there  is  some  coal 
still  remaining. 

Mr.  Kelley.  And  from  your  investigations  you  found  that  the 
warehouses  had  no  books  which  would  show  when  articles  were  with- 
drawn and  what  quantities  were  remainincr  in  the  store? 

Mr.  Jewi^l.  They  have  records,  yes,  sir;  but  they  don't  mean  a 
thing. 

Mr.  Kelley.  That  is  what  I  mean;  they  have  no  proper  records? 

Mr.  Jewel.  No  proper  records  at  all.  Thev  attempt  to  keep  a 
record  of  what  they  receive  and  what  they  sen^  out,  but  there  is  no 
way  of  checlring  up. 

Mr.  Kelley.  Sometimes  invoice  is  partly  delivered  to  the  ship  and 
partly  to  the  warehouse.  How  did  they  make  a  record  of  the  amounts 
delivered  to  the  warehouse  ? 

Mr.  Jewel.  I  don't  know. 

Mr.  Kelley.  Take  other  staples,  like  beans  and  flour,  which  are 
supplied  to  ships  in  great  quantities.  Do  they  buy  that  land  of 
material  out  in  the  local  market? 

Mr.  Jewel.  Flour  they  made  a  contract  for  at  one  time.  They 
did  have  considerable  on  hand,  but  they  would  permit  themselves  to 
run  out. 

Mr.  Kelley.  They  would  run  out  of  a  staple  like  flour? 

Mr.  Jewel.  Of  a  staple ;  yes,  sir. 

Mr.  Kelley.  And  beans? 

Mr.  Jewel.  Beans,  and  even  cereals — ordinary  stuff  that  is  used 
continually  all  the  time,  every  day. 

Mr.  Kelley.  Of  course,  if  they  had  no  proper  invoice  of  what 
they  had  on  hand,  they  naturally  would  run  out? 

Mr.  Jewel.  Probably  that  is  how  it  occurred.  The  New  York 
office  was  never  in  a  position  to  know  what  actually  was  on  hand. 

Mr.  Kelley.  When  were  your  last  investigations  made? 

Mr.  Jewel.  I  reported  on  that  May  9, 1918. 

Mr.  Kelley.  That  is  the  last  you  investigated? 

Mr.  Jewel.  Yes,  sir. 

The  Chairman.  You  do  not  know  now  what  the  practice  is  in  the 
purchase  of  supplies? 

Mr.  Jewel.  No,  sir. 

The  Chairman.  Did  you  have  occasion  to  make  any  inquiry  or 
investigation  as  to  the  story  of  furnishings  or  equipment  taken  off 
the  German  liners? 

Mr.  'Xewel.  No,  sir. 
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The  Chaikman.  Or  silverware? 

Mr.  Jewel.  No,  sir. 

The  Chairman.  That  is  all,  Mr.  Jewel.    Thank  you. 

TESTIMONY  OF  CAPT.  OSCAK  0.  W.  PAKKER. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Will  you  state  your  name,  please? 

Mr.  Parker.  I  si^n  it  Oscar  O.  W.  Parker. 

The  Chairman.  You  are  connected  with  the  Shippin«:  Board  ?   . 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  In  what  capacity? 

Mr.  Parker.  I  am  now  acting  port  superintendent  for  the  port  of 
New  York. 

The  Chair3ian.  How  long  have  you  held  that  position  ? 

Mr.  Parker.  Since  the  1st  of  October. 

The  Chairman.  And  were  you  connected  with  them  before  that? 

Mr.  Parker.  I  have  been  connected  with  them  since  1917,  in 
June. 

The  Chairman.  In  what  capacity? 

Mr.  Parker.  Master  of  the  transport  Iroquois^  now  known  as  the 
Freedom,  I  was  taken  out  of  that  ship  in  May,  1918,  as  chair- 
man of  the  board  of  inspection  of  the  port  of  New  York ;  remained 
in  that  position  imtil  February,  1919,  when  I  was  appointed  port 
captain,  and  have  remained  there  until  October  1  of  this  year. 

The  Chairman.  In  what  division  of  the  Shipping  Board  are  you  ? 

Mr.  Parker.  Division  of  operations. 

The  Chairman.  To  whom  do  you  report  directly? 

Mr.  Parker.  Mr.  George  W.  Sterling. 

The  Chairman.  And  who  is  he? 

Mr.  Parker'.  He  is  assistant  director  of  the  port  of  New  York  of 
the  Shipping  Board. 

The  Chairman.  Assistant  director  of  operations,  or  assistant  di- 
rector of 

Mr.  Parker.  Of  the  whole  shooting  match  at  New  York. 

The  Chairman.  Ajid  do  you  know  to  whom  he  reports  in  Wash- 
ington? 

Mr.  Parker.  To  the  board,  I  think.  I  am  not  sure,  but  I  think 
that  he  reports  to  Capt.  Foley  at  the  present  time. 

The  Chairman.  Have  you  seen  a  copy  of  the  report  of  the  inves- 
tigation made  by  the  investigators  for  this  committee.  Captain? 

Mr.  Parker.  "Not  the  pamphlet.  Any  knowledge  that  I  have 
of  that  is  from  the  papers. 

The  Chairman.  Various  matters  are  covered  here,  about  which 
we  wish  to  inquire  of  vou,  and  if  you  prefer,  the  committee  would 
be  very  glad  to  furnish  you  witti  a  copy  of  the  report  for  you  to 
study,  you  to  make  such  annotations  as  you  desire  in  the  margin, 
so  that  we  can  call  you  at  a  latet  session  and  examine  you  as  to  them. 
Are  you  willing  to  do  that? 

Mr.  Parker.  I  am. 

The  Chairman.  Would  you  prefer  to  do  it  that  way? 

Mr.  Parker.  Well,  it  is  immaterial  to  me,  sir,  whether  questions 
are  to  be  asked  now  or  whether  I  am  to  answer  from  the  book. 
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The  Chairman.  Well,  would  you  think  that  if  you  took  this  re- 
port and  went  through  the  report  and  the  statements  that  are  made 
there,  you  could  by  making  annotations  and  possibly  referring  to 
your  records,  secure  information  that  you  have  not  with  you  here 
to-day? 

Mr.  Parker.  Possibly. 

The  Chairman.  And  you  might  be  able  to  testify  more  intelli- 
gently if  that  were  done? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Well,  if  I  hand  you  this,  would  you  be  willing  to 
make  those  annotations  and  return  the  report  to  the  committee,  so 
that  when  we  resume  our  sessions  after  Congress  convenes  we  can 
recall  you  ? 

Mr.  Parker.  Yes,  sir ;  I  will  be  pleased  to  do  it. 

The  Chairman.  There  are  some  suggestions  as  to  where  the  anno- 
tations should  be  made,  Captain.  We  will  give  you  that  in  this 
franked  envelope  so  that  you  can  mail  it  to  us.  We  will  excuse  you 
for  the  present. 

Mr.  Kelijcy.  I  would  like  to  ask  the  captain  a  few  questions.  Just 
what  are  your  duties.  Captain? 

Mr.  Parker.  Well,  they  are  various.  As  superintendent,  I  have 
under  my  notice  all  of  the  doings  of  ships  in  all  departments  in  the 
division  of  operations. 

Mr.  Kelley.  Well,  can  you  give  me  a  little  more  clearly  your 
duties? 

Mr.  Parker.  We  have,  for  instance,  the  reconditioning  of  the  ship. 
We  make  a  survey,  or  the  assistants  that  I  send  to  make  a  survey  on 
the  ship  at  the  expiration  of  a  voyage. 

Mr.  Kelley.  That  is  to  say,  you  find  out  what  it  needs  for  the  next 
voyage? 

Mr.  Parker.  Yes,  sir. 

Mr.  Keli^y.  And  then  do  you  go  ahead  with  the  work  ? 

Mr.  Parker.  We  turn  the  repair  and  construction  work  over  to  that 
department  after  making  a  survey. 

Mr.  Kelley.  Do  you  have  to  do  with  purchasing? 

Mr.  Parker.  No,  sir — well,  we  have  to  do  with  the  requisitions. 
We  approve  or  disapprove  of  the  requisitions. 

Mr.  Kelley.  Do  you  examine  the  work  when  it  is  done  on  the  ship? 

Mr.  Parker.  Not  in  the  C.  &  R.  Department,  not  as  regards  engine 
work. 

Mr.  Kelley.  But  as  to  furnishings  of  any  kind  you  do  ? 

Mr.  Parker.  Yes,  sir. 

Mr.  Kelley.  How  about  the  supplies — food,  for  instance? 

Mr.  Parker.  Well,  if  there  are  any  complaints  as  to  their  condi- 
tion, whether  they  are  inferior  or  not,  if  that  question  is  brought  to 
our  notice,  we  make  a  survey  of  that.    Also  the  personnel  of  the  ship. 

Mr.  Kelley.  What  do  you  mean  by  that? 

Mr.  Parker.  Well,  as  to  whether  they  are  desirable  or  undesirable- 
Mr.  Kelley.  Do  you  employ  the  men? 

Mr.  Parker.  We  do  not  employ  them;  we  approve.  We  employ 
the  men,  first,  on  ships  that  are  directly  under  the  management  of 
the  Division  of  Operations,  but  ships  that  are  allocated  to  different 
managers  and  owners,  we  only  approve  of  the  licensed  officers  and 
';he  heads  of  the  departments,  like  the  steward. 
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Mr.  Kelley.  Who  did  you  say  was  immediately  above  you  here 
in  New  York?  '  .^ 

Mr.  Parker.  Mr.  George  W.  Sterling. 

Mr.  Kelley.  He  is  the  superintendent  ? 

Mr.  Parker.  No,  sir;  he  is  assistant  director;  that  is  his  title. 
He  is  my  superior,  sir. 

Mr.  Kelley.  What  is  your  title? 

Mr.  Parker.  I  am  acting  now  as  port  superintendent. 

Mr.  Kelley.  You  are  his  assistant? 

Mr.  Parker.  Yes,  sir. 

Mr.  Kelley.  If  he  were  sick  you  w^oulB  take  his  place,  would  j'^ou? 

Mr.  Parker.  I  presume  so;  yes,  sir. 

Mr.  Kelley.  But  he  does  not  get  sick  ? 

Mr.  Parker.  He  is  blessed  with  good  health. 

Mr.  Kelley.  But  in  case  he  went  away  you  would  have  charge 
of  everything  connected  with  the  operation  of  the  ships  T 

Mr.  x*ARKER.  That  case  has  never  arisen,  sir.  I  do  not  know  what 
"VV  ashii^on  would  do. 

Mr.  I&LLEY.  But  I  say,  if  he  were  to  be  away  tomorrow  you  would 
probably  take  care  of  everything  here  relative  to  the  operation  of 
the  ships? 

Mr.  x^ARKER.  Yes,  sir. 

Mr.  Kelley.  And  the  buying  of  the  supplies.  You  would  be  re- 
sponsible? You  stand  between  all  these  subordinates  and  the  Wash- 
ington office? 

Mr.  Parker.  Yes,  sir. 

Mr.  Kelley.  So  that  you  would  have  to  know  all  about  these 
different  departments  here? 

Mr.  Parker.  I  presume  so;  yes,  sir. 

Mr.  Kelley.  Well,  don't  you  ?    Dq  you  know  about  that  ? 

Mr.  Parker.  I  have  a  fairly  good  knowledge  of  it,  str. 

Mr.  Kelley.  Suppose  you  are  called  upon  to  fulfill  the  duties  of 
your  superior  officer,  could  you  do  it  ? 

Mr.  Parker.  I  would  make  a  strong  try  at  it,  sir. 

Mr.  Kelley.  Well,  what  do  you  know  about  the  purchasing  of 
suoplies? 

Mr.  Parker.  Some  forty  odd  years  of  sea  experience. 

Mr.  Kelley.  Do  you  know  how  they  are  purchased  ? 

Mr.  Parker.  Well,  yes,  sir.  We  send  in  a  requisition  to  a  supply 
house  for  goods. 

Mr.  KeiSjety.  Do  you  know  how  the  head  of  that  department  here 
in  the  Port  of  New  York  creates  a  stock  of  supplies,  whether  he  has 
a  stock  of  supplies  on  hand  or  not  ? 

Mr.  Parker.  I  think  not;  no,  sir.  There  are  no  supplies  held  in 
store.  The  only  supply  that  we  have  is  something  that  has  been 
taken  off  of  other  ships.  We  have  a  supply  house,  or  a  lot  hand 
house,  known  as  the  Kent  avenue  storeroom;  but  that  is  just  com- 
posed, or  largely  composed,  of  material  that  has  been  supplied  to  the 
different  building  organizations  for  the  equipment  of  ships. 

Mr.  Kelley.  Does  your  supply  department  have  anything  to  do 
with  purchasing  the  supplies  for  private  operators  of  Government 
ships? 

Mr.  Parker.  No,  sir ;  only  since  I  have  been  in  office  as  port  super- 
intendent I  have  requested*  managers  and  operators  wlvexv  t\\^y  \N^^e; 
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in  need  of  equipment  to  notify  the  division  of  operation.-,  aud  if 
we  had  it  in  stock  we  would  furnish  it  and  charge  it  up  to  their 
account. 

Mr.  Kelley.  You  have  just  requested  them  to  do  that  ? 

Mr.  Parker.  Well,  they  have  done  it  in  auite  a  few  instances. 

Mr.  Kelley.  Don't  they  do  it  uniformly? 

Mr.  Parker.  They  have  done  it  whenever  requested. 

Mr.  Kelley.  Why  don't  you  issue  an  order  requiring  them  to 
doit? 

Mr.  Pakker.  WoU,  it  is  s^  new  departure,  sir,  and  we  have  not  got- 
ten around  to  that  yet. 

Mr.  Kell1':y.  In  other  words,  although  the  Government  migbt 
have  millions  of  dollars  worth  of  a  certain  article  on  hand,  there  is 
nothing  that  would  absolutely  require  the  operator  to  take  it  of  you, 
but  he  would  go  out  in  the  market  and  pay  two  or  three  times  as 
much  as  the  article  was  worth  in  your  stock  i    Is  that  right  ? 

Mr.  Parker.  I  understand,  sir,  from  the  managing  agreement,  that 
when  a  ship  is  assigned  to  the  manager  and  operator,  he  is  the  pur- 
chaser. 

Mr.  Kelley.  And  all  the  Government  does  is  to  pay  the  bills  ? 

Mr.  Parker.  Presumably  so,  sir. 

Mr.  Kelley.  The  Government  has  no  jurisdiction  whatever  over 
the  purchase  ? 

Mr.  Parker.  Well,  I  think  in  the  past  that  is  about  the  way. 

Mr.  Kelley.  Do  you  think  that  is  good  business  ? 

Mr.  Parker.  No,  sir ;  I  do  not. 

Mr.  Kelley.  There  is  no  inducement,  is  there,  for  the  operator  to 
scrutinize  the  prices  ? 

Mr.  Parker.  No,  sir. 

Mr.  Kelley.  You  do  not  know  whether  he  is  buying  from  some 
subsidiary  company  or  not,  do  you,  in  which  he  is  pei'sonally 
interested? 

Mr.  Parker.  Well,  I  could  not  say  positively. 

Mr.  Kelley.  I  sav.  vou  do  not  know? 

Mr.  Parker.  No,  sir. 

Mr.  Kelij=:y.  You  do  not  inquire  into  that? 

Mr.  Parkj:r.  Yes,  sir;  I  do  inquire  into  that. 

Mr.  Kelley.  Well,  is  there  anything  that  would  prevent  you 
doing  it? 

Mr.  Parker.  Prevent  his  doing  what,  sir? 

Mr.  Kelley.  Buying  these  supplies  wherever  he  sees  fit.  even 
though  he  might  be  interested  financially  in  the  concern  from  which 
he  buys? 

Mr.  Parker.  Under  the  present  management,  to  the  best  of  my 
knowledge,  he  can  purchase  wherever  he  pleases. 

Mr.  IvELLEY.  Even  though  he  might  be  interested  in  a  store  him- 
self and  purchase  from  himself  and  fix  the  price  himself? 

Mr.  Parker.  Yes,  sir.    The  stevedore  business  the  same  way. 

Mr.  Kelley.  And  the  Government  simply  pays  the  bills? 

Mr.  Parker.  The  repair-shop  business  is  the  same  way. 

Mr.  Kelley.  You  do  not  approve  of  that  kind  of  business,  do  you, 
Captain  ? 

Mr.  Parker.  No,  sir;  I  do  not.  I  approve  of  the  owner  of  the 
ship  scrutinizing  everything. 
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r.  Kelley.  But  still  if  you  were  at  the  head  of  the  department 
lorrow  in  place  of  Mr.  Sterling,  your  hands  would  be  tied  upon 
proposition,  and  you  could  not  protect  the  Government  against 
,  could  you? 

>.  Parker.  As  I  understand  it ;  I  may  be  wrong,  sir. 
>.  Kelley.  You  are  filling  this  position  as  an  assistant,  and  any 
might  be  called  upon  to  fulfill  the  duties  of  your  superior,  so  you 
ht  to  know? 

[r.  Parker.  We  do  know,  sir. 

[r.  Kelley.  You  would  not  be  in  a  position,  in  your  judgment,  to 
:ect  the  Government  against  that  sort  of  purchasing,  would  you? 
[r.  Parker.  Only  by  making  a  report  to  my  superiors,  which 
Id  be  the  commissioners,  or  Capt.  Foley  at  present, 
[r.  Kelley.  Is  there  anybody  in  your  department  here  represent- 
the  Shipping  Board  that  passes  upon  the  reasonableness  of  bills 
»re  they  go  to  Washington  to  be  paid? 
[r.  Parker.  Yes,  sir. 

[r.  Keixey.  The  reasonableness,  remember.     Is  there  anybody 
;  says,  "  This  is  too  high  a  price  that  these  operators  have  paid  ? 
[r.  Parker.  Yes,  sir;  I  do  a  great  deal  of  that.     I  pass  on  all 
J  in  connection  with  Division  of  Operations  in  regard  to  the  move- 
it  of^ships  and  the  towboat  bills. 

[r.  Kelley.  Suppose  there  was  a  charge  there  for  coal.    Would 
scrutinize  the  price  they  had  paid  there  for  coal? 
[r.  Parker.  Yes,  sir;  that  is  under  the  Division  of  Operations. 
[r.  Kelley.  That  is  what  I  mean — coal  for  a  ship? 
T.  Parker.  Under  the  Division  of  Operations;  those  that  are 
er  the  sole  management  of  the  Division  of  Operations. 
[r.  Kelley.  I  am  talking  about  ships  that  have  been  allocated 
hese  various  private  corporations  and  are  being  operated  for  the 
pping  Board, 
r.  Parker.  No,  sir. 

[r.  Kelley.  The  Government  pays  the  bills  there  just  the  same? 
r.  Parker.  Yes,  sir. 

Tr.  Keli^y.  Now,  I  want  to  know  whether  or  not  you  would  have 
lority  to  scrutinize  their  bills? 
[r.  Parker.  As  I  understand  now,  I  would  not,  sir. 
[r.  Kelley.  And  they  can  charge  for  coal  any  price  they  see  fit  ? 
Tr.  Parker.  My  only  alternati^'e,  as  I  understand,  would  be  to 

)rt  to  my  superior,  if  I  ever 

[r.  Kelley.  If  you  saw  anything  suspicious? 

[r.  Parker.  Yes,  sir. 

[r.  Kelley.  But  you  would  not  be  expected  even  to  scrutinize 

;e  bills,  would  you? 

[r.  Parker.  Well,  I  would  be  criticized  as  stepping  on  somebody 

*s  corns. 

he  Chairman.  We  will  excuse  you  now,  Captain.    Thank  you. 

TESTIMONY  OF  ME.  NATHANIEL  EDWAED  PLATT. 

The  witness  was  duly  sworn  by  the  chairman.) 

he  Chairman.  Will  you  state  your  name,  please? 

[r.  Platt.  Nathaniel  Edward  Piatt.  *  x^       a^i 

he  Chairman.  You  hold  some  position  with  the  Shippmg  oo^t<\\ 
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Mr.  Platt.  Port  engineer. 

The  Chairman.  For  New  York? 

Mr.  Pi^vTT.  Xorth  Atlantic  district. 

The   CiiAiKMAN.  How   long  have  vou  been   with   the  Shipping 
Board? 

Mr.  Pi^TT.  Angust  1,  1919. 

The  Chairman.  What  did  you  do? 

Mr.  Plait.  Chief  engineer  of  ships. 

The  Chairman.  Have  you  ever  seen  a  copy  of  the  report  of  tke 
investigators  of  this  committee? 

Mr.  Pij^TT.  No,  sir. 

The  Chairman.  Are  you  prepared  to  testify  as  to  matters  con- 
tained in  that  report,  or  would  you  prefer  to  go  through  it? 

Mr.  l^LATT.  Well,  I  would  like  to  see  it  before  I  testified. 

The  CiiAHiMAN.  Would  you  be  willing  to  take  a  copy  of  thit 
report  and  indicate  in  the  margins  your  comments  as  to  whether 
these  conditions  set  forth  there  actually  exist  or  w^hether  you  havt 
knowledge  of  them,  and  mail  it  to  the  committee,  you  to  oe  called 
later  to  testify? 

Mr.  PlatTt.  I  will  be  glad  to  do  so. 

The  Chairman.  I  will  hand  you  that  with  a  return  envelope. 
Captain,  and  you  can  return  that  to  the  committee  with  your  com-  I 
ments  as  to  what  you  know  or  do  not  know,  and  we  will  then  examine 
you  further  along  that  line. 

Have^ou  some  questions,  Mr.  Kelley? 

Mr.  Keu^y.  What  are  the  duties  of  the  port  engineer? 

Mr.  Platt.  Handling  of  the  personnel  of  Shipping  Board  vessels 
in  the  engine  room — the  engine  personnel. 

Mr.  Kelley.  Is  that  all  you  have  to  do  ? 

Mr.  Platt.  That  is  all. 

Mr.  Kelijsy.  You  do  not  have  anything  to  do  with  the  repairs! 

Mr.  Platt.  Nothing. 

Mr.  Kelley.  Who  fixes  the  wages  of  the  men? 

Mr.  Platt.  That  is  governed  by  the  organization. 

Mr.  Keijjcy.  That  is  to  say,  on  a  Shipping  Board  ship,  allocated 
to  a  private  corporation 

Mr.  Pi^\tt.  It  does  not  make  any  difference. 

Mr.  Kelley.  The  engineers  pay  is  fixed  by  the  company  operat- 
ing the  ship  ? 

Mr.  Platt.  No. 

Mr.  Kelli<:y.  Who  does  fix  it? 

Mr.    Platt.  By   agreement  between   the   organizations    and  the 
owners — the  American  Steamship  Association. 

Mr.  Keixey.  You  mean  the  labor  organizations? 

Mr.  Platt.  Yes,  sir;  and  the  Shipping  Board. 

Mr.  IvELLEY.  So  that  there  is  no  chance  for  much  leeway  there? 

Mr.  Platt.  No  leeway  there  at  all. 

Mr.  KsLiiEY.  If  a  man  holds  a  certain  position  he  gets  a  certain 

pay? 

Mr.  PiJ^TT.  A  certain  salary,  on  certain  types  of  vessels. 

Mr.  IO:lley.  And  that  is  the  only  thing  you  have  to  do  with  the 
ship — the  engine  men? 
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'Mr.  pLArti  TUa!t'  is  all.'  Just;  to  keep  the  persoimel  as  good,  as 
]ii>ssible  ahd  see  that  tHere  is  iio  violation  of  agreements  between  to^ 

^Tgani;sations .         .  ,.  ,  .     ,1. 

Mr.  KeiiLey.  You  do  not  liaV^  very  Iniicli  tlo  do,  do  you?  / 
Mr.  Platt.  Well,  I  have  enough  to.  do  son^ief lines. 
-Mr.  Kki^ley.  How  many  assistants  have  yoii? 
'  |Mr.  Platt. '1. ha v^ six.    '  "_  '■•./' 

'Mr,  KelleyV  :A.rid  is  thfeife  quite  an  ofece  force  beside^?  ^ 
''Mr.  pLAiT^  No;  just  feix  assistants.    Their  duty  is  to  i\dsit^hip-j 
ping  Board  ships  as, they  arrive  in  port,  examine  them  as'tp  the 
Dliysical  cbndition,  and  report  back  to  the  office.    '       < :     -»  ,^ 

Mr.  Kelley.  Are  these  six  assistants  physicians?    Are  tbey  dp<j- 

-^'MrV'PiiATT.  If 6;  they  are  engineers-^x-chief  engineer^  of  steain- 
rs.  all  practical  men.  .... 

"Mr.'  itteLEY.  Db  you  examine  the  ijlachinery  tb  ascei^ain  whether 
fc  has  been  properly  handled  or  not?     ' '  '  i 

Mr.  Platt.  To  see  if  the  ci'ew  is  teiiping  the  ^e^artment  cl^ian 
itrd  tidy,  and  are"ta:king  Care  of  the  machinery  in  tbetr  cbaige. 
f  hey  n^ke  a  report  to  me^  and  I  take  it  up  with  the  managixig  copi- 
mny  arid  advise  thiein,  a6  the  managers  arid  operators,  oi  9i^,  y^6seL 
b'keep  it  up  to  the  highesti  point  of  efficiency.    /  ;        .'. 

Mr.  Kelley.  Have  you  a  good  lot  6f  engineers  on  the  ships  t  - 
-  Mr.  Platt.  JTot  vet^  good.  :    '•     ^  ,' 

Mr.  Keijley.  The  ships  are  being  damaged  a  good  dealby  injsft- 
ient  men?  .  ;''   '  '*   -V*  '  .^' '        ^,  ' ',''; 

*  Mr.  Pla-tt.  I'donttnow  whether  you  would  calli^  inefflcifeiitnien, 
>ut  there  are  a  good  many  accf dents.  It  might  bi  dte'  tb.  tlie  in-' 
freasW  huinbif  of  American  vessels  that  6bme  unde^  our  liotice.    , 

Mr.  Kelley.  How  about  the  ihfe'rior  wor'kmanship  on  the  ships!? 
Vre  the  ships  all  right?  '      ^  ,  « 

Mr.  Platt.  I  don't  knoW  anything  ubout  the  repairs  to  the  ves^l ; 
[  don^  have  anything  to  do  with  that.  •        .        , 

Mr.  Kelley.-  Yon  wo^nld  riot  see  the  reports  of  your  engineerd  a^] 
to  "w-hether  they  were  fconstatntly  gettitig  OTit  ofordet*  or  'irliet^et; 
:hey  were  standing  up  well?  ,      \\'' 

Mr.  Platt-  We  do  not  cover  thkt  particular  t)art  oi  the  yeksel^* a^ 
to  repairs.  We  stay  away  from  tile  repairs,  due  to  its  being  in  ariother 
department  absolutely.  We  only  look  after  the  personnel,  arid  see 
that  th'e'^risorinel  is  fulfilling^ their  duties  on  the  vessel.' 

Mr.  Kelley."  How  can  you  tell?  /      . 

Mr.  Platt.  By  the  coridition  of  the  engine  room.   When  a  practical" 
man  g<ies  into  an  iengine  room  he  can  tell  whether  A  man  has  been 
Ftilfilling  his  duty  or  not. 

Mi-.  l&LLEY.  By  the  (Condition  in  which  the  machinery  is  left? 


Mr.  Pi;j^TT.  By  the  condition  in  which  it  look&— the  condition  as  to 
cleanliness.       '         .  , 

Mr.  Kelley:  Just  the— don't  you  go  further  than  that,  jqst  the 
Blatter  of  cleanlihess  ?  Don't  y6u  test  out  the  matter  ()f  whether  he 
8  competerit  or  n<rt?  ; ' 

Mr.  Platt.  We  do  that  when  he  comes  to  us  for  approval.  ,  . 
:Mr.  K^a4iBY.  At  theend  of  a'yovage  what  do  you  do  m  the  way  of 
'Ifrtherprtof!    '    ' 
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Mr.  Platt.  If  the  ship  has  made  a  successful  voyage  and  she  conws 
in  in  clean  and  tidy  condition,  >ve  do  not  have  any  rurther  jurisdiction 
over  her. 

Mr.  Kelley.  Suppose  her  engines  have  been  badly  damaged? 

Mr.  Platt.  We  hohl  an  investigation,  and  if  we  find  it  is  Juetc 
lack  of  intelligence  on  the  pail  of  the  engineer  we  order  the  manag- 
ing company  to  remove  him.  We  have  no  authority  to  take  him  of 
ourselves,  but  we  order  the  managing  company  to  take  off  the  engi- 
neer and  nut  in  another  more  satisfactory  to  the  interests  of  the  Ship- 
ping Board. 

Air.  Kelley.  These  engineers  buy  some  supplies  themselves,  do 
they? 

Mr.  Platt.  They  do,  through  their  managing  companies,  throu«di 
their  agents,  wherever  they  may  be.  They  always  require  something 
in  almost  ever}^  port  they  nuike. 

Mr.  Keixey.  \Vhen  sup])lies  are  purchased,  do  they  sign  requisi- 
tions or  something  of  that  sort  ( 

Mr.  Platt.  They  have  to  make  a  written  requisition  for  it. 

Mr.  Kelley.  And  do  they  have  anything  to  do  with  placing  the 
order  ? 

Mr.  Pi^tt.  I  do  not  think  thev  have  anvthing  to  do  with  it.  I 
think  it  goes  through  the  master,  and  from  the  master  to  the  agent 
or  the  owner,  whichever  it  may  be. 

Mr.  Kelley.  Have  you  had  any  reports  about  engineers  requiring 
commissions  for  supplies '( 

Mr.  Platt.  Very  often. 

Mr.  Keli^y.  How  would  they  get  into  the  proposition  at  all  if  they 
do  not  place  the  order  ? 

Mr.  Plait.  Through  finding  fault,  and  other  means  they  use— 
through  finding  fault  with  the  nature  of  the  supplies  or  the  material. 
If  they  delay  a  ship,  then  it  comes  under  our  notice. 

Mr.  Kelley.  In  other  words,  they  might  create  a  bad  impression 
of  an  article  to  be  used  in  the  engine  room — oil  and  other  necessary 
supplies,  asbestos,  or  whatever  it  is  they  use  for  packing,  and  all  that; 
that  it  was  not  of  good  qualitv,  and  thereby  put  a  firm  on  the  black 
list? 

Mr.  Platt.  I  would  not  say  they  would  use  that  method  entirely. 
It  is  just  the  matter  of  taste  or  o])ini(m  with  engineers  that  one  graue 
of  material  is  better  than  another. 

Mr.  Kelley.  AVhat  I  am  getting  at  is,  how  could  the  engineer  fig- 
ure in  the  jMirchahing  of  supplies  to  such  an  extent  tliat  any  con- 
tractor would  be  willing  to  pay  the  commission? 

Mr.  Pratt.  He  does  riot  figure  in  it  unless  he  finds  fault  with  it, 
unless  it  is  not  up  to  what  he  considers  his  standard.  He  then  refuses 
to  take  it,  and  verv  often  he  is  justified  in  his  stand,  and  very  often  he 
is  not.    It  is  all  a  matter  of  opinion. 

Mr.  Kelley.  You  have  heard  quite  a  good  deal  of  talk  about  en- 
gineers receivin*!^  commissions  for  supplies,  haven't  you? 

Mr.  Platt.  Nc).  I  have  heard  of  quite  a  number  of  cases,  but  not 
of  a  good  deal  of  it.  They  have  nothing  to  do  with  the  purchase  of 
them. 

Mr.  Kelley.  I  know,  but  having  been  in  close  contact  with  this 
branch  of  the  service  and  those  men,  you  would  know  of  the  general 
practice. 
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Mr.  Platt.  We  do  get  complaints  sometimes  where  they  demand 
ojn missions  on  stores,  and  where  we  do  we  call  them  up  to  the  office. 
f  we  find  that  they  demanded  a  commission,  we  put  them  out  of  the 
Shipping  Board  employ  altogether.  We  have  what  we  call  a  pre- 
erred  list,  and  when  a  man  does  not  handle  his  position  clean  we 
}\\t  him  off  that  list  and  we  do  not  employ  him  in  the  Shipping 
Joard  after  that  if  we  know  it.  But  sometimes  it  gets  away  from  us, 
T  he  might  get  in  without  our  knowing  it. 

The  Chairman.  I  believe  that  is  all.  If  you  will  take  thai  report 
•f  the  conmiittee's  special  investigators  and  return  it  with  your  nota- 
ions,  you  may  now^  be  excused. 

Mr.  Platt.'  All  right. 

:estimony  of  me.  thomas  j.  miggins,  bisteict  comptbollee, 
division  of  opeeations,  united  states  shipping  boaed, 

NEW  YOBK. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Miggins,  please  give  your  name. 

Mr.  Miggins.  Thomas  J.  Miggms. 

The  Chairman.  Do  you  hold  an  official  position  with  the  Shipping 
Joard  or  the  Pleet  Corporation  ? 

Mr.  Miggins.  Yes,  sir. 

The  Chairman.  What  is  your  position  ? 

Mr.  Miggins.  District  comptroller  of  division  of  operations  at 
few  York. 

The  Chairman.  How  long  have  you  been  in  that  position  i 

Mr.  Miggins.  Since  September  4,  1919. 

The  Chairman.  Have  you  seen  a  copy  of  the  rei)ort  submitted  to 
his  committee  by  its  investigators  upon  conditions  in  the  Shipping 
k>ard  and  Fleet  Corporation? 

Mr.  Miggins.  No,  sir ;  I  have  not. 

The  Chair3ian.  Will  you  take  a  copy  of  this  rei)ort  and  indicate 
n  the  margin  your  knowledge  of  the  statement  of  conditions  alleged 
0  exist,  if  you  have  knowledge,  and  if  not  state  that  you  have*  none, 
nd  mail  it  to  the  committee  so  that  we  can  examine  you  later  upon 
he  alleged  conditions  and  your  knowledge  thereof  ? 

Mr.  iliGGiNs.  Yes,  sir. 

The  Chairman.  We  will  notify  you  later  when  you  can  be  heard. 

Mr.  Miggins.  All  right. 

The  Chairman.  I  hand  you  a  copy  of  the  report  with  return  en- 
elope. 

Mr.  Miggins.  Yes,  sir.    By  what  date  will  you  want  this  report? 

The  Chairman.  I  think  we  would  like  it  by  the  2(1  of  December. 
rhere»is  a  memorandum  in  there  about  when  to  return  it  and  about 
)uttinff  your  name  on  the  report. 

Mr.  Miggins.  All  right. 

The  Chairman.  Mr.  Kelley  may  want  to  ask  you  a  few  preliminary 
[uestions. 

Mr.  Kelley.  Who  is  your  superior  officer  at  Washington  ? 

Mr.  MiocuNs.  The  general  comptroller,  Mr.  Tweedale. 

Mr.  Kelley.  You  are  comptroller  in  the  division  of  operations? 

Mr.  Miggins.  Yes,  sir;  for  the  North  Atlantic  district. 
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Mr,  KBU4BY.  Does  that  just  include  the -citj  i  o£ /Kev:  Ucih'k  ttid 
this  vicinity ?  .         ;     =  .    •:>:        «     ;  \ 

Mr.  MiG<jiN8.  A^  far  as  Cape  May*  ;.  .     •    .;:::■! 

Mr.  Krlley.  How  long  ha vfe  you  been  there?  ,.  ■•      '•      ?    .: 
Mr.  M1001N8.  I. have  been  district  comptroller^ $inoe.  September^ 
1919.  .... 

Mr.  Keu^ky.  Do  you  have  anything  to  do  with  in veiitoiies  of  sufkt 
plies?  .  ••  •       . .   •      ' 

Mr.  MiGGiN8.  Inventories  of  supplies?  .       /      =      i 

Mr.  Kellby.  Yes.  »  ?     i 

Mr.  MiGQiNS.  That  would  come  und^  the  Tarious  .bureau  Jhead^*-^ 
requisitions  and  the  vessel  sections  and  bureau  of  auditing.      ;  '     i^' 

Mr.  Kelij-iy.  Would  you  be  able  to  tell  me  at  any  time  in  your  de- 
pttrtmeut — iind  I  am'  not  quite  i^tiire  in  my.  tt#iib  tnmd  what  4h¥SiSi 
are  or  ho^r  iio*  they  go  or  ho\r  thfey  ar^  diyidfidlifpb^Hoiifilma^^^ 
of  coal  might  be  on  hand  at  any  one  time,  and  how  majDujrCb&i^ceKV)! 
flour,  and  so  on  ? 
Mr.  M1GGIN8.  That  might  be  on  board  vesselB?     >  •  >         ■    l  • 

Mr.  Kelley.  Yes.  -..:■''     :■■..-     1  ■■      i  '    .1' 

Mr.  MiGGiNs.  I  imagine  we  can  give  that  information  bj  r^fenSbg 
to  the.  records.  =  :     :     - 


■  :!• 


Mr.  Kelley.  That  is  what  I  mean,  by  reference >to Hid  recoBdsf?:'- '«' 
Mr.  MiGGiNS.  Yes,  sir.  .  ..!'     7 

Mr.  Kelley.  AU  ships  in  the  hands  of  operaitors,  allocated >duj^! 
Mr.  M1001N8.  Assigned  ships.  "    ., :  / 


\  1  •      .     /-.i- 


Mr.  Kelley.  How  could  you  do  tliat  as  long  as  you  do  not  pufchas^ 
supplies?  ;:''::.:.••'  i 

Mr.  MiGGiNS.  Well,  as  to  those  supplies,  when  the  account  oifce 
to  us- they  simply  show  the  revenues  collected  .and  ■disbu'^emdits 
made.  When  a  vessel  is  assigned  to  aix  operator  here  in  New  Yeift< 
for  management  and  operation,  at  the  time  that  it  is  aissigned'tU) 
amount  of  fuel  on  board  and  consumable  supplies  are  inventoried. 
The  purchases  that  are  then  made  will  be  put  in  thB^aooount,  ^ndlas 
the  account  comes  in  i*evenue  is  collected  and  disbursemftntsmatlei  > 

Mr,  Kelley.  Then  do  you  have  in  your  department  proper  iidcordsi 
to  show  that  supplies  are  actually  delivered?       ."       i':  ■  !  -  •  :« 

Mr.  MiGGiKB.  For  the  actual  delivery  of  supplies  aboard  Tefiisebit' 

Mr.  Kelley.  Yes.  •'   .  ■■    ■■'•*•'    Jf 

Mr.  MiGoiNs.  That,  of  couri^,  would  be  looked  aftarby  the oiateraiUir. 

Mr.  KelIxFiy.  I  know,  but  the  Government  is  paying  the  billsj 'so 
that  the  operators  interested  may  not  be  quite  so  pronounced  in  thiir 
interest  as  though  they  were  paying  for  them  themselves.  ;      . 

Mr.  MiGGiNs.  That  is  true,  but  where  Shipping  Board  vesBklsVre 
operated  and  managed  by  the  Shipping  Board  itself,  the  Purdhasibp 
De[)artment  makes  the  i)urchase  of  supplies,  and  we  hai^  f i*om  oilH 
office  a  man  wlio  looks  after  and  sees  that  actual  deliveries  of  those, 
supplies  are  uiade  aboard  vessels.  »il'  . .'/ 

Mr.  Keeley.  I  can  readily  see  how  that  Would  be  very  likely  to 
happen  in  the  case  of  ships  operated  by  the  Government  itself^  > -But*' 
inasmuch  as  the  Government  ])ays  the  bills  jujtt  the  same  t>n{tbe 
other  ships,  I  do  not  see  why  you. should  not  follow > the  isame^conifee 
there:  do. you ^  ■  :!/ 

Mr.  MiGGUffs.  Wells  if  you  will  realize  that  the  operators  aiei the 
agents  of  the  Ignited  States  Shipping  Board,  and  are  governmental 
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agMit^'iimstoiibh' as'fhesei  setmU  huv^  be^ii  'allocated  to  them  for 
bWtttfgie^nient/lah<*t]^plemt46hy^  agfent^  Kft  kh^  Qo^ckihitot, 

ibJlkHiMv^  i^esp6riBlbl^' J)ei)plt,  «ee  tb  it  that  a'etii^il  <leliverfes  (^f  theism 
gllodB  al^e^^lk.i  If  thfey  do  ft^t.th^ni+i'ey  rire  not:  ='  ' 

*:  *if.KKLLB*;  Deb't  ybu  thiiik'tlie  (loXH'rnmertt  ou«rht  to  Jia<e  H>rtie 
cibtUfie^tion  with  thdi^e  pirrdi'dsiefe.  independent  entirely  <vf  the  <»per-i 
J»K*i^,-a' iwbrd  of  thtmai least?     •»         '       ■ 

Mr.  MiGGiNs.  A  record  of  purchases  ?  '       ' 

Mr.  Kelley;  And  tAe  prices  to  be  paid. 
'^'Mr:  Miooi^i*.  Afi  a  matter  of  fact,  when  the  a^xtnint  eorties  iW  we 
know  what  the  ^suppliefe  purchased  amount  to. 

Mr.  Keixey.  Do  you  know  whether  thev  purchai^e  them  at  retail 
w^vholesAie?'-"  •  ■"••'  i    !'     ■  -  ;       ..-.-■  .    ...■.'!     '.. 

Mr.  MiGOiNs.  As  a  matter  o'f  fact,  the  invoices  Kouhl  indicate  that; 
J  t  Mr.'  IfeiiifiY;  t'ainf  th^y  purchase  any^xh^l^e  they  like? 

•'Mr.'MiGdiNi*.'  W^l,  f  can  not  imagine  that  it  would  be  to  th^ir  in- 
terest to  purchase  other  than  as  economically  as  pos'sible. 

♦i*M^.  Krlley.  \Vhyi    ■     .    ••         '',:■.-     .  ■ .    •  'i      •• 

•Mr.MjciorK's.  Fjur  this  reason^ that  tlieir  compensation  on  the  old- 
M.  O: '3  agreement  made  it  necessaiy  for  them  to  economically  opon- 
afU;  out  reftfiel^.    The more  econom ically* they  openi ted  the  vessels  the 
^waiter  their  participation  in  the  pronte. 

Mr.  Kmi^Y.-  Si»ppoBe  they  own^d  a  subsidiary  company  that  was 
purchaisJng  supplies ;»' ami  is  it  unusual  f-or  an  oi>era tor  toown  con- 
cerns that  supply  ships?  ; 

Mr.  MiGoiNS.  No;  I  do  not  think  it  is.:  : '      .' 

-•Mr.  Relixt.  It  is  quite  usual,  isn't  it? 

Mr.  MiGGiNs.  I  think  it  is. 

.'Mr.  ElEojey.  Might  it  not  be  much  more  profitid)le  for  him ^ to  take 
his  profits  that  way  than  the  other  way  ?  i 

Mr.  MiGOiNS.  Well,  some  operators,  long  before  the  creation  of  the 


operating 
But  when  selling  to  the  (Jovemment,  how  about  it  then  ? 

Mr.  MiGGiNs.  Well,  I  don't  think 

Mr.  Kelley   (inter{:>osing).  You  are  m\  accoimting  man  and   a 
businessman?  ^  :     ;       :      ;  '       . 

Mr.  MiooiNS.  Yes,  sir.  •         '     .  "  . 

iMK  Kellby.  I  Want  to 'know  whether  you'api^rove  of  the  proposi- 
tion of  allowing  operators  to  purchase  these  supplies  in  any  way  they 
see  fit,  at  wholesale,  at  retail;  in  small  lots,  by  the  dozen  or  bushel, 
whichever  way  they  may  see- tit,  and  you  have  no  Scheck  uf)on  that  l\y 
the  Government  ^ 

Mr.  MiiBorKB.  Iw'oukl  iSay  no.  '  ^        - 

Mr.  Keli.ey.  That  is  w^hat  is:  going  on,  isn't  it  i| 
..Mr;  MiBQixa  At  the  present:  yes.  :  ) 

Mr.  Kelley.  Can  you  think  of  any  more  wasteful  method  of  ex- 
■^^^-GeFemment*  funds  than  t6  permit  tliat  to  jMJc)  on  in  that  way? 


Take,  for  instance,  the  (piestion  of  meats  and  all  tliat  kind  of  thing, 
which  lanbe-wMiareriri  all  krg»»  institutions  purchased,  like  bacon, 
in  large  quantities,  covering  <]uite  a  perioil  of  tmie.  How  about  that, 
as  an.  example,  compared  to  going  out  and  buying  at  retail  a  little 
order  to  supply  a  ship  that  is  going  out  ? 
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Mr.  MiGGixs.  I  would  not  approve  of  a  practice  of  that  kind:  no. 

Mr.  Keli.ky.  The  testimony  is  here,  ana  you  probably  have  heard 
of  it,  about  their  goin^  out  and  buying  small  quantities  of  meats  and 
other  supplies — butter,  for  instance — at  retail,  and  picking  them  up 
where  they  can  find  them,  and  not  taking  enough  along  to  make  t 
trip,  and  having  to  put  in  at  foreign  ports  what  they  should  have  car- 
ried from  home,  with  the  (lovernment  of  the  United  States  paying 
the  bill;  who  cares? 

(Mr.  Miggiiis  makes  no  answer,  but  shakes  his  head.) 

Mr.  Kelley.  And  there  is  nothing  in  your  department  whidi 
would  keep  any  check  upon  these  prices  or  methods  of  purchase. 

Mr.  MiGoiNs.  We  certainly  keep  a  check  on  prices. 

Mr.  Kelley.  You  do  not  know,  first,  what  the  experience  of  the 
person  making  the  purchase  is,  do  you? 

Mr.  M1GGIX8.  No;  except  that  we  have  only  thoroughly  practical 
men,  men  who  are  supposed  to  exercise  good  judgment  in  the  pur- 
chase of  supplies. 

Mr.  IvELLEY.  Some  of  these  operating  companies  are  very  small 
.companies,  owning  one  or  two  ships,  and  with  practically  no  or- 
ganization at  all,  and  yet  they  are  given  free  rein,  a  free  hand  to 
buy  in  little  dabs,  all  about  the  country,  wherever  they  may  need  a 
little,  instead  of  having  a  great  reservoir,  under  contract,  by  which 
all  these  ships  can  be  supplied,  as  the  Navy  supplies  its  ships. 

Mr.  Mkjgins.  I  think  that  is  the  system  that  should  be  had. 

Mr.  Kp:lley.  You  are  not  responsible  for  that,  are  you? 

Mr.  MiGGiNs.  Hardlv,  sir. 

Mr.  Kelley.  We  will  find  the  man  who  is  before  we  get  through, 
probablv. 

The  Chaikmax.  That  is  all,  Mr.  Miggins,  and  you  may  be  ex- 
cused for  the  present. 

Is  Mr.  Sterling  here? 

TESTIMONY  OF  MR.  GEOEGE  W.  STERLING,  DISTRICT  DIRECTOK 
OF  OPERATIONS,  UNITED  STATES  SHIPPING  ROARD,  NEW 
YORK. 

(The  witness  was  duly  sworn  by  the  Chairman.) 

The  Chairman.  Your  name,  Mr.  Sterling? 

Mr.  Stekling.  George  W.  Sterling. 

The  Chairman.  What  position  do  you  hold  with  the  Fleet  Cor- 
poration? 

Mr.  Sterling.  District  director  of  operations. 

The  (^HAiRMAN.  I^)cated  in  New  York? 

Mr.  Sterling.  Yes,  sir. 

The  Chairman.  How  long  have  you  held  that  position? 

Mr.  Sterling.  Since  November  1,  1919. 

The  Chairman.  Were  you  with  the  Fleet  Corporation  or  the 
Shipping  Board  prior  to  that  time? 

*  Mr.  Sterling.  During  the  war  I  was  for  a  few  months  in  Wash- 
ington in  1918. 

,  The  Chairman.  Have  you  seen  a  copy  of  the  report  of  the  in- 
vestigators of  this  committee? 
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Mr.  Sterling.  I  just  glanced  at  it;  have  not  had  a  chance  to 
'ead  it. 

The  Chairman.  Would  you  prefer  to  go  through  that  report  bc- 
:ore  testifying  about  conditions  alleged  to  exist  and  as  to  which 
^ou  may  have  knowledge? 

Mr.  Sterling.  Yes,  sir. 

The  Chairman.  Will  you  take  a  copy  of  that  report  and  indicate 
in  the  margin  what  you  know  as  to  conditions,  the  knowledge  you 
lave,  and  if  you  have  no  knowledge  so  state,  and  return  it  in  this 
return  envelope  to  tlie  committee?  I  think  we  ask  for  it  by  Decem- 
i>er  2. 

Mr.  Sterling.  Yes,  sir. 

The  Chairman.  And  when  w^e  resume  hearings  we  will  recall 
you  and  yoij  can  testify  from  the  notations  you  make. 

Mr.  Sterling.  All  right. 

The  Chairman.  That  is  all,  unless  Mr.  Kelley  has  a  few  questions 
as  to  your  duties. 

Mr.  Kelley.  You  are  directly  responsible  to  Capt.  Foley,  in 
Washington? 

Mr.  Sterling.  Yes,  sir. 

Mr.  Kelley.  You  get  your  instructions  entirely  from  him? 

Mr.  Steri.ing.  Yes,  sir;  but  simply  in  the  operating  and  traffic 
departments. 

Mr.  Kelij^.y.  What  other  departments  are  there? 

Mr.  Sterling.  I  mean,  I  have  nothing  to  do  with  construction, 
repair,  accounting,  or  any  of  those  other  departments,  such  as  sup- 
plies and  sales. 

Mr.  Kelley.  Isn't  the  accounting  officer  under  you? 

Mr.  Sterling.  No,  sir. 

Mr.  Kelley.  Nor  the  construction  and  repair  departments? 

Mr.  Sterling.  No,  sir. 

Mr.  Kelley.  Who  is  the  head  of  that  division  here  in  New  York? 

Mr.  Sterling.  Commander  Gatewood,  of  the  Construction  and 
Rei>air  Department.  He  has  Mr.  Latourney  under  him,  who  is  the 
local  manager. 

Mr.  Keijj=:y.  You  determine  what  repairs  are  necessary? 

Mr.  Sterling.  No,  sir.     It  does  not  come  before  us  at  all. 

Mr.  Kelley.  You  make  surveys  of  ships? 

Mr.  Sterling.  No,  sir. 

Mr.  Kelley.  I  think  vour  assistant  stated  that  was  one  of  vour 
chief  duties. 

Mr.  Sterling.  Some  repairs;  not  all  repairs  that  come  alcmg. 

Mr.  Kelley.  Whv  should  not  thev  all  be  either  with  you  or  some- 
body  else. 

Mr.  Sterling.  They  do  not.  ^ 

Mr.  KjEiiLEY.  Where  is  the  line  of  demarcation? 

Mr.  Sterling.  Under  the  present  operating  agreement,  repairs  u]) 
to  $10,000  are  arranged  by  the  operators,  and  above  that  the  matter 
goes  before  the  United  States  Bureau  of  Survey  and  is  let  out  at 
contract.  ...  * 

Mr.  Kelley.  In  which  case  have  you  jurisdiction? 

Mr.  Sterling.  Neither. 

Mr.  Keijjiy.  When  do  you  make  a  survey  of  a  ship  to  sec  what  it 
needs  in  the  way  of  repairs? 
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.  ■  •  ^.  .  .    .  •         .  .  .  ■  . 

Mr..STKRLix(?.  Iq  my  (leimi^tinientrT^tbe  Marme  fDepai^^oen^ 
inspect  ships  as  they  conic  in,  arid  they  inaKe  Certain  reooiniDen4* 
tions  to  the  Repair  Pdpartmejit.t  Xhat,i^oul4,'?f  ^^97W^f^V^^ 

Mr.  Kkijjcy.  They  woi;ld  l>e  Wyage ,r^aii^? ;,  , .  ^ ,      .  * .    .  j    i    ■ 

Mr.  Sterling.  Ves.  sir.  ^  .*^».  ♦[  .  .  ^ .:    ;   .   I  /t, . 

Mr.  Kelij^iy.  What  do  you  mean  by  that?".     . ,  {      _^    /.      .,      :' 
.  .Mr.  Sterlixcj.  Minor  wear  and  tear  and.^Ujch;thing^]as  iba^..  "Ifhe 
ships  are  p)ne  over  every  two  or  three  month^  yxiu  Jncrw-r/  ,> 

Mr.  Iveuj-:y.  Thei>e  rejmii-s  that,  you  sj)^^k  of.  as  coming  uoda 
your  jurisdiction,  are  those  caj^iial  repajurs.  th^t  ar^se  .sf^s.  t^e  resiji 
of  a  vova«re? 

Mr.  Sn-jfLiNci.  Yes,  sir.  _  ,y      ,y  ^    ... 

Mr.  Kkll?:y.  You  do  have  jurisdic^t ion  iover  t^ose?         '.\.  \ 

Mr.  Steklin(j.  Yes^  sir.  >  ..  .    f  .      , 

Mr.  Kelley.  Are  those  repairs  made  hyi;he,.cr^V?     ..      .    .,^    .: 

Mr.  Stermncj.  No,  sir;  tlie  diffei^ent  yards  hial^e  them.  ^VVconjfer 
witli  the  re])air  depailment  alM>ut  them  and  they  make  ajLTiiingemeoU 
about  the  repaii*s^  *  :•  i  .    lil     'I' 

Mr.  Kelley.  You  say  you  confer  with  them.  SomelKxiy  .jj^ju^t  hiT? 
authority:  don't  you  have  the  authority?  ,  f.    ")■ 

Mr.  STiOKLiNCi.  Oh.  yes;  we  ailvise  them  tljat  such  findsucb  repiurs 
are  necessary  on  a  certain  ship.  ,  /     .' 

Mr.  Kelley.  Tlien  are  they  required  to  make  them? 

Mr.  Sterlin(5.  They  are  supposed  to.  ;,  •  '    :/ 

,Mr.  Kklley.  Wliat  1  want  to  know  is  whether  upiler  ytiur  instwc- 
tions  are  they  required  to  make  them?  '      , 

Mr.  STEHLixci.    1  es,  sir. 

Mr.  Kelley..  You  have  jurisdiction?       .  :  ..     :      . 

Mr.  Sterlino.  Of  that  amount,  yes,  sir.  ,  ^     ^ 

Mr.  Keu.ey.  Ij)  to  $10,000?        '        . 

Mr.  Sterlincj.  No:  it  is  only  these  voya<re  repairS/that  we  baveafiy- 
tjiiiur  to  do  with.  ,i      . 
:  \Ir.  K?:lley.  How  can  you  tell  a  voya^xe  repair  from  any  other 
kind  of  rei)air? 

Mr.  Steijlixo.  AVell,  it  wouhl  be  wear  aiid  tear  or  replacements^ 

Mr.  Kelij:y.  If  there  weiv  a  hreak  of  some  kind,  a  shaft  or  some- 
thing, how  about  that?  .      .  .\   ^      ;/ 

Mr.  Sterlinc;.  That  wouhl  not  be  wear  and  tear.  if 

Mr.  Kelley.  No;  and  that  would  be  easily  locatefl.  a;nd  tlxaiL- would 
not  come  under  your  jurisdic'tion?  '      ,  •.      ;' 

Mr.  Sterling.  No,  sir.  \ 

Mr.  Kelley.  Why  isn't  it  jiust  as  well  to  have  all  these  rjepairs  in 
<me  j)lace?  A\liy  shouhl  you  have  au^'thing  to  do  yritli.it  at  allif 
yoii  do  not  have  it  all?  .  -  .       . , 

Mr.  Sterling.  I  think  it  ought  to  be  all  in  one  place.  '  ^ 

Mr.  Kelley.  At  which  place?  . 

Mr.  STERLiN(i.  1  think  the  man  in  Xew  York  sli<^uld  have  charge, 
\vhoever  is  the  director  liere.  , 

!Mr.  Kelley.  That  is.  it  should  be  in  your  departuient  ? 

^fr.  Sterijng.  Yes,  sir.  , ,/ 

Mr.  KELiiEY.  Or  if  not  in  your  department,  then  ifi  the  repair  ;ij(e- 
partment:  it  shouhl  take  jurisdiction  of  it  entirely? 
J  Afr.  St?:rling.  Yes,  sir. 
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y  Mv*^m*i^^;4  Jnjthe.m^tterof  tlije«e  wiikor  jfepainfe,  do.  youl  decide 
what  companies  shall  make  them?  r    n/  ;•:. 

..  Mr-i3T^WW8L  No;,  tb6.constiriictio(n:!anjil.  repaii^  department t does 
uiat.  •■■:,,.  -.ii! 

a  Mr».KjBiiWa'i  Does  timt  jtiecessitate  tli^t  yoUi should  have  a.  fi)rrb  of 
ens^^eersli^/your  departmient  to  ju^keiJti^iael^i^iT^  •;  ii  .  i.^  j 
. . }  j^l% .  Sg^KHU^o.  I W0  only  haw  aifew,  TJieyiiarte  iiae<l  prineiplylly 
for  inspection  purposes.  We  inspect  steamers  as  they  come  in^  lyou 
know,  to  see  if  they  are  being  kept  in;  Condition,  land  if /everytliinSff  is 
being  kept  in  order.  Of  course^i  the  Coliatru^tiou. and  repair  -depart- 
ment have  their  Qwn ^surveyors  fk^  regiardg  othe^  work,  r  ;  : ';  • '/ 
.  ]Mr.  KruJ^^.  Six  there  ^re  two  sets  of  surveyors  0oiag  owr  n  sliip? 

Mr.  Sterlino.  Yes,  sir.  -  . i..     .ip  .  1  r^.i    .S 

Mr.  Kelley.  What  is  the  necessity,  for,  that?  -  , .       .  •  ^ ;  •  1  !    \  •>. 

Mr.  Sterling.  Well,  as  I.  sa^,!we  oiUyhave-^  couldn^'t  teU.yo.uiQff- 
hand  how  many,  but  only  a  f^wltQljsee  that  the  physi/cal  .ooAditfon 
q£  diipaas  b(5pt,iu)  hy  fche  managiftg. agents.  .     j.  !  1 : 

Mr.  Kelley.   You  have  a  purchasing  department  wilder  yourdtth 
partment?  -.  .....j:     ..'    .:.:u.>:         -..i;   ic.r/*     M.i.i.i--!  .i\^ 

1 1  :Mn  StsRUNO.;  N^^e^r.    That; conies  tmdenthfl  i supply, i  ami  sMes 
department.  ■  j> 

Mr.  Kelley.  As  superintendent  of  tlii§8iforc«?»i  I'do  not  quite '6ee 
what  you  have  to  do.  ■,{ 

Mr.  Sterling.  Well,  several  mootl^' ^gO  they  changed  i  things' liU 
around.  I  think  it  was  last  March  wheij; they  <5hainged  some  of  the 
dBpartments  around.  :  »  i  :>:•.:'        i;      •    ••' 

Mr.:  KelleyI  Making  them  better  or  wQr80?    .   )  .  / ; : 

^  i  Mfi  StiiriiINOj  I  do  not  Jknow  aa  to  that. '      ■ 

Mr.  Ktidsx^v '  W0lly  you  have  been  here  a.ndi  ought  to  know.  Have 
tfcey. ! improved  it?  .  M  .  .nJ  •      « 

Mr.  ftrBBLiWQ.  J  should  sayiSo. ..[ 

Mr.  KEtidBT:  They  have  cejatrj^liaed  authority.  oY*  have  the>^  split 

Mr.  Sterling.  They  have  centi^alizied  it  here  in  Ne>v  York.      •  •  u 
Mr.  Kelley.  In  whom?  .    ;    :  J  .    '     .    :       »  ;  '1       - .  1  :      -      i ' 
Mr.  Sn^UiiNG.  Mr,  Sanford.is  the  piuxJuasiug  iigei^t  in  NeW  Y6rk, 

and  he  reports  to  thePir^ctcfrof  Sales  and  8up{)lie8^in  Washington. 

.  )Mr.;K«Li4«T.  Pon!t  j;ou  hftve  any  jurisdiction  ox'et'  him? .     ' 
T.Mfi  Ste»LiKQ..'iN'o,.  sirv.  .•;:    ■;:.=....■        ...     .:i     =/:,.:,    •      •:/ 
Mr.  Keli^y.  Don't  you  have  any  jurisdiction  over  the  oomptrolter? 
Mr.  Sterling.  No, sir*-.    ■       ;  •     /•.:.■>  :    !■•     )  .  <    «  //     ■  •.  •.  i  :  .•:  . .:' 
Mr.  KELiiEY.  Whom  do  you  have  jurisdiction  ovel'?  .    :  <      ■  -^  .if 
Mr.  Stperlino.  The  traffic  and  opetating  :departmeiits.        :     ■ 
Mr.  Kelley.  What  are  they?    -! :  <    -    f         :  1  •,..:'    ••' 

,  Mr^  Stk«wno,  Wiell ,  in  the  traffic  idejiartirient  we  liatidle.  conferences 

ouialbrates^imiovetnetits  of  freight,  eta  :Of  coursev  in  the  marine  den 

partment  we  keej>  track  of  steamers,  inspect  them,  etc.  :  il  i 

Mr.  Keli^y.  I  would  not  consider  that  that  was  verv  ninchieonsbli- 

dation  of  (kities.  ;  '        :  • 

Mr.  Sterling.  Well,  there  is  a  great  deal  of  work,*      ''      '.    "    ; 
Mr.  KEijaY.  H©?»^  Ji^any  rihips  do  you  have  under  y^urjuaisdSction  ? 
Mr.  Sterling.)!  icanfteli  you  exactly  in  a  ikiimite.  .  (Referring.' to 

paper.)     In  New :Yoa*  there iare  80  managing  ag)eiAs,  under  which 

there  are  operating  671  ships.  ji  -    '    '  '  ^'^^^ 


s 
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Mr.  Kelley.  You  do  not  have  jurisiUction  over  those  to  any  extent, 
do  you?  |f^ 

Mr.  Steklixcj.  Yes :  they  all  have  to  report  to  our  office,  the  mana*:- 
injj  agents  do. 

Mr.  Kelley.  They  make  their  own  repairs  and  hire  their  ownmea, 
purchase  their  own  supplies,.so  what  do  you  have  to  do  with  them? 

Mr.  Steklixcj.  Well,  thev  come  to  us  with  all  kinds  of  matters. nte 
matters 

Mr.  Keij.ey  (interposing).  Kates? 

Mr.  Steklixcj.  Yes, sir;  freight  rates. 

Mr.  Kelley.  You  do  not  fix  freight  rates,  do  you  ? 

Mr.  Sti^iklinc;.  In  conference  they  are  fixed ;  yes,  sir.    The  operators 
do  not  fix  the  rates. 

Mr.  Kelley.  A  conference  between  whom? 

Mr.  Steklixcj,  A  ccmference  of  the  lines. 

Mr.  Kelley.  Do  you  sit  in  with  them? 

Mr.  Steklixc;.  I  do  not  personally,  but  I  have  a  traffic  man  wbo 
does,  my  representative. 

Mr.  Keli^y.  What  jurisdiction  do  you  ha^e? 

Mr.  Steklixcj.  He  has  no  jurisdiction  over  them,  just  confers  with 
them.  ' 

Mr.  Kelley.  He  just  talks  it  over? 

Mr.  Steklixg.  '^'es,  sir. 

Mr.  Kelley.  And  they  fix  the  raters? 

Mr.  Si'EKLixcj.  Practicallv  so:  ves,  sir. 

Mr.  Kelley.   What  j)articular  use  is  there  of  the  (jovernment  repre- 
sentative there?     Can  he  a])prove  or  disapprove  of  the  rates? 

Mr.  Steklixcj.  AVe  have  a  regular  ccmference  secretary,  which  ii 
besides  our  representative,  and  the  idea  is  to  avoid  wrangling. 

Mr.  Kellfy.  What  I  am  trying  to  get  at  is,  has  j'our  ciepartmeni 
any  charge,  any  authority,  to  veto  the  agreement  reached? 

Mr.  Sti':klixcj.  We  have  not  here,  but  they  have  in  Washington. 

Mr.    KEm=:Y.  If   your   representative   was   dissatisfied    with  the 
agreement  reached  you  would  do  what? 

Mr.  Steklixc..  Report  it  to  Washington. 

Mr.  Kelley.  Who  has  charge  of  rate  making  down  there? 

Mr.  Steklixcj.  Mr.  Murphy  is  the  traffic  manager. 

Mr.  Kelley.  Would  he  have  authority  to  veto  an  arrangement? 

Mr.  Steklixcj.  He  would  probably  have  to  confer  with  Capt. 
Foley,  the  director. 

Mr.  Kelley.  Would  Capt.  P'oley  make  rates? 

Mr.  Steklixc,.  Yes. 

Mr.  Kelley.  Are  you  sure  of  that? 

Mr.  Steklixc;.  Tt  is  under  his  jurisdiction. 

Mr.  Kelley.  Well,  do  I  understand  that  all  rates  in  existence  are 
under  the  jurisdiction  of  Capt.  Foley  and  could  be  vetoed  at  any 
time? 

Mr.  Steklixg.  Yes,  sir. 

Mr.  Kelley.   You  are  certain  of  that? 

Mr.  Steklixg.  Quite  certain. 

Mr.  Kelley.  Has  he  ever  vetoed  any  that  you  know  of? 

Mr.  Steri.ixg.  Not  that  I  know  of  at  this  minute. 

Mr.  Kelley.  What  other  activities  do  you  have? 

Mr.  Steklixg.  That  is  about  all. 
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'r.  IvKLLET.  How  many  men  altogether  are  there  in  your  de- 
ment ? 

[r.  Sterijno.  About  250.  ^ 

[r.  Kklley.  Do  5[ou  know  how  many  altogether  there  are  in  the 

F)ping  Board  activitie>?  in  the  city  of  New  York? 
r.  Sterling.  No,  sir. 

Iv.  Kelley.  Have  you  ever  suggested  that  any  of  these  depart- 
its  be  put  under  you  ? 

Ir.  Sterling.  They  were  originally,  the  most  of  them,  but  they 
nged  them  all  last  winter.  That  is,  they  were  not  under  me,  as 
as  not  there. 

Ir.  Kelley.  I  mean  under  your  office. 
Ir.  Sterling.  Yes,  sir. 

Ir.  Kelley.  Last  winter  they  took  all  these  different  actual  con- 
.'t  inspections,  where  they  make  contracts,  out  from  under  your 
isdiction  entirely? 
If.  Sterling.   Yes,  sir. 

Ir.  KellI':y.  They  report  now  directly  to  Washington? 
tr.  Sterling.  Yes,  sir. 

Jr.  Kfxley.  Do  you  think  that  is  a  good  Imsiness  proposition? 
Av.  Sti':rling.  No. 

tfr.  Kelley.  What  special  reason  do  you  think  led  the  Imard  to 
ke  that  change? 

Mr.  Sterling.  I  do  not  know,  sir.    I  have  no  idea. 
VIr.  Kelley.  They  njever  found  any  fault  with  your  work? 
VIr.  Sterling.  No,  sir. 

Mr.  Keixey.  How  long  have  you  been  here? 

VIr.  Stei{LING.  I  joined  the  board  on  the  1st  of  November,  and  I  was 
:en  sick  on  the  1st  of  December  and  was  away  until  in  February, 
some-  of  this  happened  while  I  was  away. 

ilr.  Ket.ley.  So  whoever  can  make  purchases  here  in  the  city  of 
w  York  has  no  check  here  at  all? 
tfr.  STf:RLiNG.  Not  with  my  department. 

tf  r.  Kelley.  Has  he  with  any  department  ?  The  only  check  he  has 
JOO  miles  awav. 

« • 

tfr.  Sterling.  In  Washington. 

VIr.  Kelli'.y.  It  would  be  better,  wouldn't  it,  if  all  this  had  to  come 
t  from  one  head  ? 
VIr.  Sterling.  Yes,  sir. 

VIr.  Kelley.  And  only  one  head  make  the  report  to  Washington? 
vIr.  Sterling.  Yes,  sir. 

VIr.  Keixey.  It  would  be  in  the  interest  of  economy,  wouldn't  it? 
VIr.  Sterling.  Yes,  sir:  and  in  the  interest  of  business  efficiency 
o. 

VIr.  Keli.ey.  T  suppose  there  is  more  or  less  duplication  of  work 
reason  of  these  several  heads,  isn't  there? 
Mr.  Sterling.  No  ;  I  do  not  think  so. 
VIr.  Keij.ey.  You  keep  that  pretty  well  separated  out? 
VIr.  Sterling.  Yes,  sir. 
VIr.  Kelley.  That  is  all. 
ITie  Chairman.  Mr.  Sterling,  you  may  be  excused  for  the  present. 

v'ill  now  call  Mr.  Patton. 
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XESTDEONT  OF  BB;  Jw  N.  BAaaJfOT,  AXmEa^mVB€hITMM,tm 

STATES  SHIPPING  BOASD,  NEW  TOBK.        i 

»'(T>he»witnesb  was  di)iy.«w0]ra  byt&e  48hairmai|ii)^I    fni  W    ■ 
The  CHAiRMA2k\  What 'Is 'your  iiamfc?        i  i.M)>::  ;i«'<M  -t 
Mr.  Patton.  J.  X.  Pattou.  i  "  .*►<    .i>/::!i  "    ; 

!  Th«:  CHAiRMAX.  What)  positipn 'do' you  hold  'tvSth  4he-  i^fcipp 
Board  or  Fleet  Corpoi-ation?  *  M;m/ t^  -u  )?i  j  s.  - 

;  Mr.PATrix>ii:  laift'awtmg'poj^tciipiam/'  ♦  '   /  ''^     ;./!ri  =  :' 
I  The  OiiAiRMAN.  How  hmp:  hate'^u  held  ibhat^oi^iltioflil '^     - 
Mr.  Patton.  I  was  assistant  port  captain  for  a  while^ftlidbafel) 
acting  port  captain  about  a  tnlcmth^'andia/'half-^bi^tlrpf  'i^ 

months.  .\\'-  .-^u'C    ..)/.l.l:i  ;;' ' 

;iThfeCBAiRMAxii<Who-iB:iiirt'baiitain'?  '''''^'v/  ;'.?•.!  .y....?.??  ' 
ii:Mr..PAfProw.'WhO'wa3?'    •' •'■'    •-•*    ■    '■•*^'    >'•'»««'-'  .-lu*!)-'-:-;-"! 
The  Chairman.  Who  is?  ^    ;  .:iif!-.  i:    ?• 

Mr.  Patton.  I  am  acting  port  captain.  '■'  '  ^  '*-<  '•«  •  •'^ 
The  Chairman.  Thf^re  is  M  port  captaintlow?  "^  ■  n  . !  'I 
Mr.  Patton.  No,  sir;  not  confirmed.    I  to<>k- Ga&t. 'Pkrt^s I 

when  he  WJMS  promoted.        •  •   »  ''!'   j    /  yS'     ;:i!»/] 

The  Chairman.  Have  you  seen  the  report  of  ^tlie  inVeisti^^' 

the  commitlide,  with  reference  to  conditions  «LboM-b4^  tilid  die^ 

in  the  Shipping  Board  ?  ''   •    ii  '  •  •' 

Mr.  Patton.  No, -sir.  ■  ^         •       •  '  ■■  ;;'"••'    [     '^\.\-:w^ 

The  Chairman.  Would  yoU  prefer  to  t^iistify  relkiive  t6'tJh^6 

ments  in  that  report  after  you  had  seen  it  or  without  se^ittg'if ! 
Mr.  Patton.  Either  way  you  saiy. 
The  Chairman.  Do  you  have  Imowledge'its  tothe  conditions^al 

in  the  report?    ■  "  ■'-  »•  •   -  '    • 

Mr.  Patton.  No,  sir;  I  have  never  iead  it.  '  AIM  knoKv  is  w! 

have  read  in  the  newspapers*  .  •      .  i 

The  Chairman.  Would  you  take  a/copy*  6f  the  report!,  an 

through  it,  and  on  the  mai^n  indicate  what  knowledge  yotr  £a 

oondiuone,  or  if  you  have  no  knowledge,  so^tate?      • '       •  ■  i  :  /I 
Mr.  Patton.  Yes.  sir.  .  j:      '     i 

The  Chairman.  And  return  it  to  th<»;  ooihmittee- on»  Ol-  befon 

cember  2,  so  that  we  may  inquire  of  you  later  ?  •  i 

Mr.  Patton.  All  right.  ^ 

The  Chairman.  I  now  hand  you  a  copy  of  the  reportiitt'ai 

dressed  ehvelbpe,  to  be  retiirned; 


»  I  V, 


I-    ..!' 


t   • 


Mr.  Patton.  Shall  I  keep  this  and  return. it  tO'^ou  in.p^l^E 
'  The  Chairman^  No;  just  make  yrinnnotatiions  oil 'that  M{>brt 
dropit  inthemail  inthati»nvelof!)e.   '  '  .\  ■  '  »-   mw  - 

Mr.  Patton.  All  right. 

1  The  CuAiRMAilf.  You  will  do;  that,  will  you  ?     '       '     ^'i.    >1 

Mr.  Patton.  Yes,sir.    "■'•'.•.':';■  Ti:.-."  .■!•;■.•?  ::  .    .  •!':n  :•.—.■. 

The  Chairman.  There  are  no-flirdierqTiiefetibne'iinlefidiMv.^ 
wishes  to  ask Bmnethin|Qr.>"     !'*•■■'  /)•=*<"■■  "^i.'j   «■  ■.•':■•*";'   .v-u.-i/I 

Mr.  Keixey.    Your  immediate  superior  is?Gapt/ParkeiiS  •'^  . 

Mr.  Patton.  Yes, sir.  "f.  ..  >.■>>"     '''i.':>;  . 

/)Mr.>iKfBiitteTw'''^\liidihiis  superior  is <?apti:8teW  :  /i/     ;::   >   , 

Mr.  Patton.  Yes, sir.  .hmjIi- I    i!/  ;};. . 

Mr.  Kelley.  And  you  report  to  Capt.  Parker  ? 

Mr.  Patton.  Yes,  sir. 
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r.  KEIJ.EY.  AVhat  paiticUlftt*  i)Ortlon  of  tln^;XV^rk'of'C<iI>t.  Pftrker 
lUs  to  you  for  special  attention?  '  ,[ 

aMr- iPAtTtiN-.i  Well;  the  tfork  ^f  ttie  pMt  captainVoflSiie  M  Varied ; 
i:   iK9U*tolly'  the  cluttipinj^'  grotmd'  f 6i*'  everJthlTipf.    We'  'hkvfe  six ' aii* , 


srt;&nts  that  we  send  out  to  make  a  phjisi<ial  r^iioii:  on  the  <*<m^r-' 
XI.  of  incoming  steamers.  And  if  steamer^  krV  in  the  har'bor,  they 
ke  a  second  report  Id.  ^  thAt  th^' machinery  is  .up' t6  standard, 
l^ithat"  the  de«s  are  '^roperiy  cleaned  And  in  good  iahafce,  and 
xwLt,  the  boats  are  properly  crewed  and  manned.  If  we  find  a  y^i^-^ 
il  '^hat  is  not  being 'kept  up  properly,  in  ont*  judgment,  we  ^k^  it 
g  ^^itb'  the'operiitc^r?  aiid  «9etid  iii  a  physical  rfepo^Uo' WasWngffpn 
^t*f  tot^  i^eebtnmeftdfition^  tm  it.;  We  al^  settle  6verf!rhie  dfeputfe; 
J^d'-ft^'  hundred  attd'  bne-  diflferent  things'  C6mb  iti  daily  fn^m't^i^ ■ 
I>Olutifig  cdrnpftnies- fol^  US'  to  settle;  We  h6id  investigations.  '  If, 
i^y  graft  or  anything' olf' that  kind  is  fhai-g^d  a^ ;g6fng  on,  impe-' 
^%ltterjF  Upoti' at^i^ival  bfthe  boat'we  notify 'th^  operator^  ^o  send  tKe 
^^trtite  trp  to'oui-  6flSce,^hei*e  we  hold  aii  ihve^igatioil/  OflF-hartd, 
^  could  not  tell  you  all  our  duties,  but  we  are  kept'^retty  busy'doWh 

Mr.  Kelx.ey.  You  are  immediately  responsible  ib*  Capt.  •Parker'!' 
Mr.  Pattox.  Yes.  sir.  .         .     •  \  ^ 

Mr.  KEI4At'.^A^yd',the•d^l^iesj  that  he  dfetaife^  ybur 

^yties," *<)6, 'because  Von  ai;^' his  Assistant?  '       '     ; -^  •^  ' 

--•'Mr. 'PiirrbN*;*  Yefsj  sir.  ' 
\i  I*   JvELLEY    X  hat  is  all 
V.llie  (DHAiRjtfAN.  Thait  is  all  for  the  p"rei=ifent;  Ml^.  I^attoh/  WeSi^ill 
^^\\  you  later,  after  ve  have  received  the  copv  of  (he  report  which 

Has  been  given  to  yo\i:  '      !        ''      - '  /:     •    ;  - 

^4Vewi»  noV^ I c^ll'Mi^.  Gregory.  :     '•  ;;      '',,',. 

aSS!EmONY  6!F  he.  B.  H;  -aSSOOBY,  POET  StEWABD,  NOBi'tH 
ATLANTIC  DISTBICT,  UI^TED  STATES  I^HIPPIKa  BOABD,  ITf^W 

t 

(The  witness  was  duly  sworn  by  the  chairman.)   ' 
^  Thfe  diAtftMA^.  Pledi^fe  give  your  name. 

Mr.  Gregory.  R.  H.  Gregory. 

The  CHAiRitAi^r.  WJiat  position  hive  vou  with  the  Shipping  JBoard 
or  the  Fle^  Cof poration  ? 

Mr.  (tregory.  Port  steward.  North  Atlantic  district. 

The  Chairman.  How  long  have  you  been  in  that  ix>sitipn  ? 

Mr.  GRRGOiri^.  5?iricfe  February  22  6f  this  yeat. 

The  Chairman.  Have  you  ^eh  the' report  made  by  the  inve^ti- 
gatoi^  of  this  <*mtaittee  to  the  committee?"  '         /.- 

Mr.  GteGORy.^i^^ot  the  actual  report.     I  have  seen  iiewspaj>iBr 
accounts;  of  it.      '    ;    '       ' 

The  ChAirmax:  Yoh  hare'fievergpn^  through  the  report?        . 

Mn  Gregory.  No.  sir. 

The  C^Atti^rA>*:  Are  yoii  willing  to  take  a  copy  of  the  report  and 
make  notatfctts  "in  the  iharjerin  as  ^6  your  knowledge  of  tlie  conditions 
alleged  to  exist  by  the  report,  or  it  you'  have  no  knowledge  say  so, 
alld  return  it  to  the  committee  on  or  lief  ore  December  2,  so  that  w^e 
might  inquire  of  you  later. 

Mr.  Gregory.  Yes,  sir. 


-':(ij:-; 
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The  Chairman.  And  will  you  do  that? 

Mr.  Gre(j()RY.  Yes,  sir. 

The  Chairman.  I  now  hand  you  a  copy  of  the  report  in  an 
dressed  return  enveloi>e,  and  you  will  make  those  notations  andg 
back  to  us  before  December  2, 

Mr.  (iREGORY.  All  right. 

The  (^HAiRMAN.  Any  (juestions,  Mr.  Kelley? 

Mr.  Kelley.  Mr.  dre^ory,  who  fixes  the  ration  of  a  Ship 
Board  sliip? 

Mr.  (tre(k>ry.  Virtually  the  steward  of  the  ship. 

Mr.  Kelley.  He  feeds  the  boys  as  much  or  as  little  as  he  like 

Mr.  (iREooRY.  Pending  the  check-up  on  his  return.  Then,  if 
has  been  an  excess  or  too  little  used,  he  awaits  action  on  his  retii 

Mr.  Keijj^y.  P^ach  steward  is  a  law  unto  himself  al>out  how- 
he  shall  feed  the  boys,  how  much  the}^  shall  have? 

Mr.  (iREOoRY.  To  a  certain  extent  only.  He  is  handed  sto 
disburse  while  at  sea.  Then,  when  he  comes  back,  he  makes  i 
counting  of  how  he  disbursed  them. 

Mr.  Kelley.  Then  they  might  get  nnich  better  food  on  on 
than  on  another,  and  more  or  less  of  it  ( 

Mr.  Gregory.  That  is  very  probable. 

Mr.  Kelley.  He  orders  supplies  himself,  too,  doesn't  he? 

Mr.  Greg(^)RY.  He  writes  out  a  requisition,  which  is  submit 
the  poll  staff  of  the  managing  company.  They  in  turn  wouh 
tinize  that  requisition. 

Mr.  Keij.ey.  If  the  (lovernment  pays  the  bills,  why  woul 
scrutinize  it? 

Mr.  (iREGORY.  I  did  not  quite  get  that  question? 

Mr.  Kelley.  I  askedj  as  long  as  the  Government  pays  all 
bills,  buys  all  the  supplies — doesn't  it? 

Mr.  (iRE(K)RY.  No;  not  for  a  managing  agent.  Tlie  mai 
agent  buys  his  own  supplies. 

Mr.  Kelley.  Do  you  mean  the  ships  allocated  to  the  differeii 
panics? 

Mr.  Gregory.  Yes,  sir. 

Mr.  Kelley.  The  managing  agent  buys  them  but  the  Govei 
pays  for  them. 

Mr.  Gregory.  They  reimburse  the  operating  company. 

Mr.  Kelley.  Well,  that  is  the  same  thing.  They  pay  for  tl 
plies. 

Mr.  Gregory.  Yes,  sir. 

Mr.  Kelley.  What  difference  would  it  make  to  the  ma: 
agent  whether  the  steward  gave  cheap  or  dear  supplies? 

Mr.  (7RE(K)RY.  What  difference  to  the  Government,  did  you 

Mr.  Keijley.  No;  to  the  company  operating  the  shi])s.  Wh 
ference  does  it  make  to  the  managing  agent,  for  instance  ? 

Mr.  (tregory.  It  would  affect  the  commission  that  would  b 
by  the  Government  for  managing  that  A'essel. 

Mr.  Kelley.  Is  some  limitation  put  on  their  expenses  for  fo 

Mr.  Grfx>ory.  There  is  no  limitation,  but  there  is  a  genera 
age  cost,  which  is  arrived  at. 

Mr.  Kelley.  I  know  there  is  ])robably  scmie  practice  al)out 
I  want  to  know  if  there  is  any  authority  anywhere  to  din 
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ard  of  the  ship  to  give  a  certain  ration  or  not,  or  is  it  within 
discretion  entirely,  or  practically  so. 
^Ir.  Gkkgory.  He  would  not  have  attained  the  position  of  steward, 
^    ^he  first  place,  if  he  had  no  knowledge  of  the  position, 
^^r.  Kelley.  Yes ;  I  know  that.  • 

^Ir.  (tregory.  Then  he  is  expected  to  feed  his  ship  what  is  cus- 
^^■xiary  in  good  practice,  according  as  they  may  be  passenger  veasels 
^     freight  vessels. 

^Ir.  Kelley.  What  is  the  present  value  of  a  ration  that  he  is 
L  lowed  to  give^ 

^Ir.  Gregory.  I  think. about  $1.20  to  $1.25,  and  all  over  that  is 
*cc?ess. 
Air.  Kelley.  Do  you  mean  $1.25  per  day? 
Air.  Gregory.  Per  man  per  day ;  yes,  sir. 

3M[r.  Kelley.  Do  you  know  what  the  value  of  the  ration  is  in  the 
-  nited  States  XaA^'? 

Mr.  Gregory.  Do  you  mean,  do  I  know  the  cost  per  day  per  man 
^ere? 

Mr.  Kelley.  Yes. 

Mr.  Gregory.  I  would  not  be  sure  of  my  figure,  but  I  think  it  is 
5i<>inewhere  around  80  cents  at  the  present  time. 

Mr.  Kelley.  Isn't  it  69  cents? 

Mr.  Gregory.  I  think  the  later  figure  is  up  near  80  cents,  though 
X  am  not  quite  sure,  but  I  feel  that  it  is  above  69  cents.  The  reason 
^or  that  would  be  that  the  original  purchases  in  the  Navy  are  con- 
t.rolled  by  large  contracts,  which  ultimately  affect  the  figure. 

Mr.  Kelley.  Whicli  is  tlie  larger  institution,  the  Navy  or  the 
Shipping  Board  ? 

Mr.  Gregory.  You  are  beyond  me. 

Mr.  Keli^y.  How  many  men  are  there  on  the  Shipping  Board 
^lips  being  fed  by  the  commissary  department  of  the  Shipping 
]Board? 

Mr.  Gregory.  I  would  say,  approximately,  about  6,000. 

Mr.  Kelley.  Why,  only  6,000? 

Mr.  Gregory.  Between  6,000  and  7,000. 

Mr.  Kelley.  Do  you  mean  here  in  New  York? 

Mr.  Gregory.  I  understood  you  to  mean  the  number  of  men  fed  on 
vessels  of  the  United  State  Shipping  Board.  That  is  taking  about 
50  in  a  crew. 

Mr.  Ketjjy.  Is  that  the  average  crew  ? 

Mr.  Gregory.  The  average  would  be  less  than  that.  The  average 
would  be  around  40,  perhaps. 

Mr.  Keijjiy.  How  many  men  are  there  on  a  5,000-ton  ship? 

Mr.  Gregory.  I  think  32  men. 

Mr.  Kelley.  How  many  men  on  a  10,000-ton  ship? 

Mr.  Gregory.  Forty-five  or  47.  There  are  many  things  that  change 
that,  whether  it  is  a  coal  or  an  oil-burning  vessel  would  make  a 
difference. 

Mr.  Kelley,  Fifty  times  1,200  would  be  60,000,  wouldn't  it? 

Mr.  Gregory.  Yes,  sir. 

Mr.  Kelley.  There  would  be  quite  a  difference  between  6,000  men 
and  60,000  men  ? 

Mr.  GRECiK)RY.  Oh.  you  are  talking  about  the  whole  fleet? 

Mr.  Kelley.  Yes. 


'    I. 
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Mr.  (liREooRY.  Yes,  sir. 

Mr.  Kelley.  Are  there  (>0<,0()0  men  in  the  .Navy? 

Mr.  Gregory.  I  €ould  not  toil  you. 

Mr.  Kelley.  There  are  renUy  inore  men  to  be  fed  on  the  sea  hitli 
Shipping  Board  than  in  the  Navy,  aren't  there?         '         i;   / 

Mr.  (trkgohy.  1  should  think  so  at  the  present  tUbe.<'  ■ 

Mr.  Kelley.  Why  oan  not  the  Shipping  Board  buy  as- clieaply  lit 
feed  as  cheaply  as  the  Navy  (  "      .  ■     -     *  . 

Mr.  (iIrkoory.  They  could  under  proper  conditions. 

Mr.  Kelley.  But  they  are  not  doing  it  at  this  time?       i 

Mr.  (jreoory.  No,  sir.  .  .       . 

Mr.  Kelley.  Can  each  steward  buy  when  he  comes  into  port? 

Mr.  (irREooRY.  No,  sir;  not  in  a  home  port.  When  he  oomes  kfio 
a  home  port  he  figures  what  he  will  reqtiire  and  mfakesr-ft  requisitik 

Mr.  Kelley.  Who  turnK  that  over  to  him,  or  he  «tumd  it-6v«rto 
whom^  .      '        '  ' 

Mr.'(iKE(joRY.  The  port  steward  of  the  orgvinisitition  of  the  nun- 
^  aging  agent. 

Mr.  Keix.ey.  And  that  is  turned  over  to  you?        •      '      J  •/'     '■ 

Mr.  (iwEooRY.  No,  sir;  it  is  turned  over  to  the  port  gtewurd  ol^ 
managing  agent.  !     •  ■  -.    ..  .     ... 

Mr.  Kelley.  So,  there  would  l>e  «U  different  j^irrchai^tig'^ag^ 
for  the  Shipping  lioard  in  New  York  (ilon^?  n.    »   •'^  ; 

'  Mr.  (tregory.  Yes,  sir.  '         .   •'  -        -      ..:    .  ; 

Mr.  Kellry.  For  tlie  different  ship  operators-^     •     :  '   .. 

Mr.  (iREGORt.  Yes,  sir.  *  •       .  ■  ' 

Mr.  Kelley.  Then  you  purchase  everything  Ibr  th^  Shippn^ 
Board  ships,  do  you?  ■    •'  .:  r  ■  ':  ' 

Mr.  Gregory.  For  the  Shipping  Board's  directly  managed  sh^; 
yes,  sir.  •■-■.:  i   /I    • :' 

•  Mr.  Kelley.  That  is  what  I  meant. 

Mr.  Gri':gory.  I  do  not  purchase  them,  but  I  I'equisitiort  ftbcrf 
through  the  Purchasing  Department.  \'f. 

Mr.  Keijj«:y.  I  mean  the  Government  does.  '         •      /I    :!•' 

Mr.  Gregory.  Yes,  sir.  .       :;' 

Mr.  Kelley.  The  purchasing  agent  for  the  Goveriiment,  tUraikgfa 
you,  supplies  ships  that  are  operated  by  the  Government? 

Mr.  Gre(jory.  The  United  States  Shipping  Board  is' not  o|>eratiBg^ 
any  vessels  at  the  present  time.  The  vessels  we  have .  are  in  ^e 
interim  between  managers,  delivei*ed  to  the  Shipping  iBoard- fo(^  a 
week  or  10  days  or  for  a  month,  arid  vessels  that  are  under  i^^ahibr 
that  are  not  allocated.  They  generally  lie  out  in  the  stream  arid  we 
feed  them  and  purchase  stores  to  feed  them. 

Mr.  Kelley.  Those  80  agents  of  the  Unit^  Statas  Governmio&it 
go  out  and  bid  against  each  other  for  suppliers,  do  they^  in  New 
York?  •■•'.,:... 

Mr.  (tregory.  They  go  out  and  bid  in  the  open  market.  ' : ;  i . 

Mr.  KellI':y.  Yes.^  What  effect  does  that  have  on  the  market^?  i; 

Mr.  (rRteGORY.  The  effect  of  raising  the  market.  ■  ^'.\    ^ 

Mr.  Kelley.  How  do  you  explain  that  the  most  fundamehftalibf 
ideas  of  buying  supplies  is  not  pursued  In*  the  Shipping  Boaordt 
Here  is  a  gi*eat  organization  with  60,000  men  on  the  seas,  and. y^h 
permits  80  different  agencies  to  buy  these  supplies  hi  one  town.  Is 
that  good  business?  ■  >    . ' 
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Mr.  Gregory.  No,  sir. 

Mr.  Kelley.  It  is  the  most  wasteful  kind  of  purchasing,  isn't  it! 

Mr.  Gregory.  Yes,  sir. 

Mr.  Keli^y.  Who  is  responsible  for  that  system  ? 
Mr.  Gregory.  I  can  not  answer  that.    I  do  not  know. 
Mr.  Keu.ey.  I  thought   probably  you   would   not.     You   do  not 
^ipprove  of  it,  anyhow. 

if r.  Gregory.  No,  sir.  Further  than  that,  I  will  tell  you  that  there 
:is  at  the  present  time  a  scrheme  being  worked  up  whereby  the  Ship- 
jping  Board  is  going  to  contract  for  all  the  supplies  it  needs. 

Mr.  Keli.ey.  There  really  does  not  need  any  scheme  to  be  worked 
"Up,  and  I  do  not  mean  by  the  use  of  the  word  "  Scheme  "  to  use  it  in 
mn  obnoxious  sense,  but  there  are  great  coi'porations — for  instance, 
Ihow  many  vessels  does  the  Standard  Oil  Co.  have  on  the  seas?' 

Mr.  Gregory.  I  should  think  they  would  have  somewhere  around 
^5  in  their  fleet.    That  is,  their  whole  fleet. 

Mr.  Kelley.  They  have  a  central  purchasing  department,  don't 
they? 

Mr.  Gregory.  I  suppose  so. 

Mr.  Kelley.  They  do  not  allow  each  captain  or  steward  to  go  in 
mnd  buy  against  another  one  of  their  captains  or  stewards  for  what 
they  need.  And  there  is  the  United  States  Navy,  with  a  thoroughly 
irorked  out  system,  wherein  the  ration  expense  runs  aV)out  69  cents. 
Xt  may  be  more  than  that  now,  I  am  not  sure,  but  that  was  the 
mmount  when  I  last  saw  it. 

Mr.  Gregory.  A  ration  on  a  man  of  war  is  entirely  different  from 
«  ration  on  a  freight  vessel. 

Mr.  Kelley.  It  is  better  on  board  a  man  of  war,  is  it  not  ? 

Mr.  Gregory.  No,  sir. 

Mr.  Kelley.  Are  you  sure? 

Mr.  Gregory.  Quite  sure. 

Mr.  Kelley.  Do  you  think  the  boys  get  better  food  on  a  Shipping 
Board  ship  than  they  do  on  a  naval  vessel ;  more  of  it  or  a  greater 
variety  ? 

Mr.  Gregory.  Yes,  sir. 

Mr.  Kelley.  Well,  thev  do  not  get  better  food,  that  is  certain. 

Mr.  Gregory.  Not  quality,  not  as  regards 

Mr.  Kelley.  As  to  quality? 

Mr.  Gregory.  They  get  more  variety,  and 

Mr.  Kelley.  And  more  of  it? 

Mr.  Gi^GORY.  Yes ;  and  more  of  it. 

Mr.  Kelley.  Did  you  ever  hear  any  of  the  boys  complain  on  a 
man  of  war  about  the  amount  of  foo'd  they  had,  or  declined,  any 
more  than  the  boys  on  the  other  ships  ? 

Mr.  Gregory.  Well,  you  will  hear  complaints  on  a  freight  ship ; 
you  could  give  them  turkey  three  times  a  day,  and  they  will  kick. 

Mr.  Kelley.  Well,  we  all  complain  more 'or  less  about  our  foods, 
you  know :  but  I  mean,  reasonable  complaints. 

Mr.  Gregory.  No;  the  complaint  would  not  require  investigation. 

Mr.  Kelley.  Undoubtedly,  the  Government  would  like  to  supply 
a  splendid,  first-class  ration  in  both  those  services,  and  should  do 
BO,  but  it  should  be  done  on  a  wholesale  basis,  when  you  have  at  least 

1770(V^-2<>— PT  7 » 


2562  SHIPPlX(i   BOARD   OPERATIONS. 

60,000  men  in  the  service  to  feed.    That  almost  goes  without  saying, 
does  it  not  ? 

Mr.  Gregory.  Surely. 

Mr.  Kelley.  And  yet,  during  the  whole  time  that  the  Shippiai 
Board  has  had  these  ships,  they  have  been  buying  at  retail  piK- 
tically,  each  of  their  agents  bidding  against  the  other:  that  is  cor- 
rect, IS  it  not? 

Mr.  Gregory.  I  would  not  say  the  whole  time. 

Mr.  Kelley.  Well,  they  never  have  had  the  other  system  in  foio, 
have  they? 

Mr.  Gregory.  Yes,  sir.  The  supplies  during  the  time  that  th 
division  of  operations  was  actually  operating  the  vessels,  that  ii 
during  the  war,  the  purchasing  department  or  the  Shipping  BoarJ 
then  purchased  all  the  supplies  that  were  used  on  board  the  vessek 
Since  the  war  and  the  vessels  have  been  allocated  to  private  mtt- 
agers,  they  have  not  done  it. 

Mr.  Kelley.  They  have  simply  ret4\ined  the  privilege  of  payinj 
the  bills  since  then? 

Mr.  Gregory.  Yes,  sir. 

Mr.  KELiiEY.  Now,  you  say  it  is  costing  the  Government  $155 
per  day  per  man  ? 

Mr.  Gregory.  $1.25. 

Mr.  Kelley.  $1.25  a  day? 

Mr.  Gregory.  I  say  that  is  a  general  average  figure. 

Mr.  Relij:y.  Do  you  know  how  much  it  cost  the  Government  per 
man  during  the  war,  when  you  say  the  other  system  was  in  operationt 

Mr.  Gregory.  I  have  not  got  that  figure  right  now,  but  I  cm 
get  it. 

Mr.  Kelij:y.  It  was  a])proximately  the  same  as  the  Xavy,  was  it 
not;  about  80- 

Mr.  Gregory.  Eijjhty-seven  cents,  I  think. 

Mr.  Kelley.  A  little  more  than  the  Navy? 

Mr.  Gregory.  Yes. 

Mr.  Kelley.  Eighty-seven  cents.  Now,  with  60,000  men,  the 
difference  between  87  cents  and  $1.25 — and  iood  was  higher  then 
than  now,  too,  was  it  not;  there  has  been  a  little  decline? 

Mr.  Gregory.  There  has  been  a  little  decline  lately. 

Mr.  Kelley.  There  would  be  nearly  40  cents  difference  per  man! 

Mr.  Gregory.  Per  day. 

Mr.  Kellky.  Per  day.  That  runs  into  money,  you  see,  pretty  fast; 
and  your  judgment  is  that  the  whole  matter  should  be  modified,  the 
whole  matter  of  making  purchases  should  be  changed,  is  it  not? 

Mr.  (iREGORY.  Be  changed:  yes,  sir.  As  I  started  to  tell  you,  there 
is  a  schedule  or  there  is  machinery  now  teing  prepared  whereby  the 
Shipping  Board  will  enter  more  into  the  purchasing  of  supplies  for 
the  Shipping  Board  vessels.  It  is  not  in  effect  yet ;  it  has  been  tried 
out  in  the  port  of  Baltimore,  but  it  has  not  been  generally  instituted. 

Mr.  Kelley.  How  long  has  Mr.  Foley  been  at  the  liead  of  th€ 
Division  of  Operations  in  Washington? 

Mr.  Gregory.  T  do  not  exat  tly  know  the  date  he  was  appointed,  bul 
I  should  think  about  18  months;  hardly  that  long,  it  has  been  IS 
months,  I  guess. 

Mr.  Kelley.  What  has  been  your  experience  in  puichasing  sup 
nlies  before  you  entered  the  employment  of  the  Government? 
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.  Gregory.  About  18  years  as  chief  steward. 
T.  Kellet.  At  sea  ? 
]Mr.  Gregory.  At  sea,  and  also  in  the  employ  of  different  private 
>Erporations. 
M[r.  Kelx^y.  What  particular  corporation  were  you  employed  by ? 
^^flr.  Gregory.  The  last  one  before  I  joined  the  United  States  Ship-      ^ 
iirm^  Board  was  the  P.  &  O.  Steamship  Company. 
iMr.  Kelley.  How  many  steamships  did  they  operate? 
I^r.  Gregory.  I  think  about  »300. 

IMr.  Kelley.  And  you  were  an  assistant  there,  probably? 
iMr.  Gregory.  Yes. 

Air.  Kelley.  Who  was  at  the  head  of  their  purchasing  department 
ben  you  left  ? 

IMr.  Gregory.  Clyne,  C-1-y-n-e. 

itfr.   Kelley.  And  they  purchased  their  supplies,  of  course,  at 
"bolesale? 
IMr.  Gregory.  They  purchased  their  supplies  at  wholesale. 
IMr.  Kelley.  And  each  steward  did  not  buy  his  own  supplies? 
Afr.  Gregory.  No;  he  did  not  buy  his  supplies. 
Mr.  Kelley.  Do  you  see  to  it  that  the  ships  have  enough  supplies 
o  last  the  round  trip? 

Mr.  Gregory.  No,  sir;  it  does  not  come  through  the  office  of  the 
Sliipping  Board. 

Mr.  KlELLEy.  If  the  steward  of  the  ship  under-upplied  himself,  he 
^ould  have  to  buy  abroad? 
Mr.  Gregory.  T^es,  sir. 

Mr.  Kelley.  How  ^ong  would  it  take  those  bills  to  get  around, 
biefore  they  were  finally  passed  under  the  eye  of  the  Shipping  Board, 
tie  Government? 

Mr.  Gregory.  That  would  depend  a  whole  lot  on  where  the  sup- 
t^lies  were  purchased. 

Mr.  Kelley.  Well,  say  a  trip  to  Europe,  or  the  Mediterranean. 
Mr.  GRKGr)RY.  I  should  think  a  month  or  six  weeks;  probably  two 
Months. 

Mr.  Kelley.  After  the  ship  got  back,  before  the  bills  would  be 
liere? 

Mr.  Gregory.  No;  from  the  date  of  the  purchase. 
Mr.  Kelley.  Well,  that  would  be  pretty  fast,  would  it  not?     It 
takes  the  ship  how  long? 

Mr.  (iREGORY.  About  15  days,  if  she  was  coming  direct  back:  15 
or  20  days. 

Mr.  Keuj=:y.  Do  you  mean  to  say  that  the  bills  follow  a  round 
trip  voyage  within  a  month,  as  a  rule? 

Mr.  Gregory.  Well,  the  purchase  would  be  made,  in  a  hypothetical 
case,  say  on  the  1st  of  the  month,  in  say  a  port  in  France.  The  agent 
there  for  the  Shipping  Board  would  collect  these  bills  up  from  the 
vendor,  approve  them  and  possibly  pay  them,  and  then  forward  them 
back  to  the  managing  agent,  say  in  New  York.  That  w^ould  take 
approximately  a  month  or  six  weeks  before  they  actually  got  back 
to  the  Shipping  Soard. 

Mr.  Keixey.  You  have  had  IH  y(»ars'  experience? 
Mr.  (ire<;ory.  Yes,  sir. 
Mr.  Kelley.  As  a  steward? 
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Mr.  (iRE(j<mY.  Yes,  sir. 

Mr.  Kelley.  Or  as  an  assistant? 

Mr.  (iREGORY.  Tn  the  steward's  department,  connected  with  vesA 

Mr.  Kelley.  Yes.  Do  you  know  of  any  steamship  oompanj.ii 
all  your  experience,  with  any  considerable  number  of  steamers,  tta 
purchased  supplies,  supplied  its  ships,  under  any  such  plan  as  fi 
followed  at  the  present  time  by  the  Ignited  States  Shipping  Boiri, 
with  1,200  ships  on  the  seas? 

Mr.  (treooky.  No;  because  this  condition  has  never  existed — 

Mr.  Kelley.  Nobody  else  would  ever  do  a  thing  like  this? 

Mr.  (iREooRY.  I  mean,  there  was  no  such  largre  fleet  to  purchase  far 
before. 

Mr.  Kelley.  No:  but  all  the  reason  is  (m  the  side  of  adoptiiigi 
wholesale  j)lan  i 

Mr.  (iREGoRY.  Yes,  sir. 

The  Chairman.  I  think  that  is  all,  Mr.  Gregory;  if  you  willmik 
your  notes  and  return  the  report  to  us  before  December  2. 

Mr.  (treoory.  Yes,  sir. 

TESTIMONY  OF  ME.  DANIEL  C.  COLLINS. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Your  name,  Mr.  Collins? 

Mr.  C^oixiNS.  Daniel  C.  Collins. 

The  Chairman.  Where  do  you  reside? 

Mr.  Collins.  Two  hundred  and  thirty-seven  East  One  hundred 
and  ninety-fourth  Street,  New  Y^ork  City. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board  or  Flee 
Corporation,  Mr.  Collins? 

Mr.  CoiJiiNs.  T  am. 

The  Chairman.  Jn  what  capacity? 

Mr.  CoLijNs.  Chief  of  the  requisitioned  vessel  section. 

The  (/Hairman.  And  how  lon^  have  you  been  employed  there? 

Mr.  (^oLLiNS.  By  the  Shipping  Board? 

The  Chairman.  Y\»s,  sir. 

Mr.  Collins.  Sin(*e  December,  1918. 

The  Chairman.  Where  is  your  office,  here  in  New  Y'ork? 

Mr.  CoLiJNS.  Forty-five  Broadway. 

The  Chairman.  Have  you  seen  a  copy  of  the  report  submitted 
this  committee  by  its  investigators,  Mr.  Collins? 

Mr.  Collins.  1  have  not. 

The  Chairman.  You  have  no  knowledge,  then,  from  having  se 
the  reports,  of  course,  of  the  statements  contained  in  it.  Would  y 
take  a  copy  of  that  report  and  make  notations  in  the  margin,  as 
your  knowledge  of  the  statements  made,  and  the  conditions  alleg 
to  exist  with  reference  to  various  topics  in  the  report,  or  if  you  ha 
no  knowledge,  simply  state  that  you  know  nothing  about  it,  and  i 
turn  it  to  the  committee  on  or  before  December  2? 

Mr.  C01J.1NS.  Yes ;  to  the  best  of  mv  knowledge. 

The  Chairman.  Well,  if  you  know  nothing,  there  w411  be  ma 
topics  undoubtedly  in  the  report  about  which  you  will  know  nothi 
at  all,  because  they  do  not  come  under  your  supervision  or  your  obs 
vation ;  but  as  to  matters  there  of  which  you  do  have  knowledge, 
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"^whether  the  conditions  you  know  exist  or  do  not  exist,  or  if  you  do 
b  know  anything  about  it,  if  you  will  indicate  that  in  the  book  and 
^rn  it  to  us  before  December  2 ;  will  you  ? 
Mr.  Collins.  1  will. 

The  Chairman.  Then  we  will  call  you  later  for  further  examina- 
'H,  after  we  have  received  the  book.    1  hand  you  a  copy  of  the  re- 
rt  in  an  addressed  return  envelope,  which  I  will  ask  you  to  use. 
Have  you  any  questions,  Mr.  Kelley? 

Mr.  Kelley.  How  many  requisitioned  vessels  have  we  still  under 
i  control  of  the  Shipping  Board  ? 

Mr.  Collins.  So  far  as  I  know,  they  have  all  been  returned. 
Mr.  Kelley.  I  thought  you  said  you  were  the  head  of  the  bureau 
the  division  of  requisitioned  vessels?     Perhaps  I  did  not  quite 
M,r  you  rightly. 

Mr.  CoixiNs.  Well,  my  duties  in  the  requisitioned  section  con- 
ts  of  the  audit,  adjustment,  and  settlement  of  the  accounts  of  op- 
inion of  requisitioned  vessels. 

Mr.  Kelley.  Although  the  ships  have  all  been  returned,  the  ac- 
uats  have  not  been  settled  ? 

Mr.  Collins.  The  ships  have  been  returned  but  the  accounts  have 
b  been  settled. 

Erfr.  Kelley.  How  many  people  have  you  in  your  office? 
Mr.  Collins.  At  the  present  time  approximately  75,  in  the  office 
d  outside. 

Mr.  Kelley.  It  is  an  auditing  department  that  you  are  in 
arge  of? 

Mr.  Collins.  The  auditing  and  settlement  of  claims. 
Mr.  KELLEY.  And  you  are  the  chief? 
Mr.  Collins.  Yes. 

Mr.  Kelley.  Do  you  settle  the  claims  yourself? 
Mr.  Collins.  I  settle  the  claims. 
Mr.  Keixey.  Free  hand  ? 

Mr.  CoixiNs.  Through  cooperation  with  Washington. 
Mr.  Kelley.  What  is  your  instructions  about  settling  claims. 
Mr.  Collins.  Make  a  proper  audit  of  the  accounts,  determine 
lat  is  properly  chargeable  to  the  Shipping  Board,  and  settle  on 
it  basis. 

Mr.  Kelley.  You  actually  settle  ? 
Mr.  CoLLtNS.  Actually  settle. 

Mr.  Kelley.  Are  there  any  limitations  on  your  judgment? 
Mr.  Collins.  Yes;  limited  by  the  different  departments  in  Wash- 
rton — the  contract  department  and  the  comptroller's  office. 
Mr.  Kelley.  What  is  the  limit?     Do  you  settle  a  claim  of  any 
e? 

Mr.  Collins.  If  they  give  me  the  decisions — if  they  have  author- 
d  the  rulings  which  I  am  to  follow  in  deciding  what  is  to  be  ai- 
red and  what  is  not  properly  chargeable  to  theT)oard. 
tfr.  Kelley.  They  lay  down  the  directions? 
tfr.  Collins.  They  lay  down  the  directions, 
tfr.  Kelley.  And  you  make  the  application  to  each  case? 
^r.  Collins.  Yes^  sir. 

Jr.  Kelley.  In  case  there  has  been  no  case  as  a  precedent,  you 
ke  one? 
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Mr.  Collins.  I  refer  to  Washington  for  a  further  ruUng. 

Mr.  Kelley.  And  with  that  general  understanding,  you  go  thai 
and  settle  cases  involving  settlements  of  any  amount. 

Mr.  Collins.  With  the  approval ;  these  settlements  are  appioni 
by  Washington,  by  the  Comptroller's  office. 

Mr.  Kelley.  Then  you  only  recommend,  it  takes  his  count*' 
signature  of  the  voucliers? 

Mr.  Collins.  Yes. 

Mr.  Kelijcy.  Before  they  l>ecome  eflFective? 

Mr.  Collins.  Jiefore  the  payment  is  made. 

Mr.  Kelley.  How  long  will  it  take  you  to  clean  up  this  work! 

Mr.  CoiJ^iNs.  I  am  not  in  a  position  to  answer  that  now.  I  hi« 
only  been  head  of  this  section  for  two  months. 

Mr.  KixijEY.  Have  you  had  much  trouble  about  settling  for  sup- 
plies that  were  on  the  ships  when  they  were  taken  ? 

Mr.  Collins.  Considerable  trouble  in  regard  to  the  inventorts 
at  the  time  the  vessels  were  requisitioned,  and  at  the  time  they  weit 
returned  to  the  owners. 

Mr.  Kelley.  Both  ways? 

Mr.  Collins.  Both  ways. 

Mr.  Kelley.  Well,  did  you  have  adequate  inventories  when 
vessels  were  taken  over? 
•   Mr.  Collins.  In  a  good  many  cases,  we  did  not. 

Mr.  Kelley.  And  how  about  it  when  they  were  returned? 

Mr.  Collins.  In  a  majority  of  the  cases  we  had  inventories 
they  were  returned. 

Mr.  Kelley.  Then  most  of  your  trouble  comes  from  the  invcn 
tories  made  at  the  time  the  ships  were  taken  over? 

Mr.  Collins.  Yes. 

Mr.  Kelley.  That  might  be  excusable,  perhaps. 

Mr.  Collins.  It  would,  under  those  conditions. 

Mr.  Kelley.  But  upon  the  return  there  would  not  be  much  e 
cuse  for  not  having  the  inventories  absolutely  accurate,  would  ther 

Mr.  Collins.  No  ;  in  most  cases  there  is  no  reason  why  they  ^ou 
not  be  accurate  inventories. 

Mr.  Kelley.  Were  there  many  cases  of  that  kind,  where  the  ' 
ventories  were  not  accurate  or  were  so  uncertain  as  to  lead  to  d 
pute  ? 

Mr.  CoixiNS.  They  have  led  to  dispute,  but  the  principal  cause 
on  account  of  the  fact  thajf  inventories  at  the  time  of  delivery  tl 
are  being  estimated  are  r|ot  accurate.  Adjustment  is  to  bemf 
between  the  two  inventor/es. 

Mr.  Kelley.  Do  you  find  manv  cases  of  missinsr  suddHps,  niissi 
furniture,  missing  equipment,  for  which  claims  have  been  put  in? 

Mr.  Collins.  AVcll,  there  is  a  certain  amount  of  that  in  every  ca 
with  two  inventories:  one  inventory  will  be  checked  against  \ 
other  and  show  missing  equipment. 

Mr.  Kelley.  Yes.  Who  has  charge  of  the  equipment  on  the  shi 
What  officer  on  the  ship  has  charge  of  the  equipment,  whose  dutj 
is  to  see  that  nothing  disappears  ? 

Mr.  Collins.  Well,  that  would  depend  on  what  equipment  j 

refer  to. 
Mr.  Kelley.  In  the  engine  room  there  would  be  the  engineer? 
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Mr.  Collins.  In  the  engine  room  the  chief  engineer;  the  deck 
Luipment  under  the  chief  oiRcer;  steward's  supplies  under  the 
eward. 

Mr.  Kelley.  In  which  of  these  departments  does  most  of  your 
rouble  come,  about  missing  supplies;  the  deck,  the  steward,  or  the 
Mine  room. 

Mr.  Collins.  It  applies  principally  to  the  deck  and  engineer's 
spartment. 

Mr.  ICellet.  Not  much  trouble  with  the  steward? 

Mr.  Collins.  Very  little. 

Mr.  Kelley.  Did  you  say  how  long  you  thought  it  would  be  before 
Du  would  have  these  accounts  all  closed  out  ? 

Mr.  Collins.  I  had  made  an  estimate  that  it  would  be  about  six 
Lonths,  but  immediately  after  making  that  estimate  about  half  of 
ly  force  was  taken  away  for  other  work.  Now  I  am  not  in  a  posi- 
on  to  estimate. 

Mr.  Kelley.  You  had  150  people  in  this  department? 

Mr.  Collins.  Not  since  I  have  been  in  charge  of  it. 

Mr.  Kelley.  But  somebody  did ;  your  predecessor  or  somebody. 

Mr.  Collins.  I  believe  so ;  a  considerable  time  ago. 

Mr.  Kelley.  How  many  accounts  have  you  jet  to  settle? 

Mr.  Collins.  I  could  not  answer  that  question  at  the  present  time. 

Mr.  Kelley.  My  recollection  was  there  were  500  of  these  vessels, 
'ere  there  ? 

Mr.  Collins.  In  round  figures? 

Mr.  Kelley.  451  ? 

Mr.  Collins.  Something  around  there. 

Mr.  Kelley.  And  some  of  them,  many  of  them,  were  owned  by  the 
ame  company  ? 

Mr.  Collins.  Well,  they  requisitioned  practically  the  entire  fleet 
f  each  company. 

Mr.  Kelley.  Yes.  Do  you  settle  each  ship  separately,  or  do  you 
Jttle  each  claim? 

Mr.  Collins  As  I  am  handling  it  now,  I  am  attempting  to  make 

complete  settlement  with  each  other  company,  their  entire  claim 
n  the  requisitioned  vessels. 

Mr.  Keixey.  There  is  no  reason  why  you  can  not  do  that,  is  there? 

Mr.  Collins.  No.    I  can  do  it. 

Mr.  Kelley.  I  should  think  you  could  estimate  the  time  it  would 
ike  to  close  that  work  out. 

Mr.  Collins.  I  can  not,  for  the  reason  that  I  do  not  know  how 
lany  of  my  force  they  will  take  for  this  new  work,  because  they 
re  continually  drawing  upon  them.  As  my  force  is  being  de- 
feased it  is  impossible  K)r  me  to  give  an  estimate. 

Mr.  Kelley.  Well,  with  a  force  of  75  people,  how  long  would  it 
ike  you? 

Mr.  Collins.  Approximated  five  months.  Certain  conditions 
lay  arise  affecting  some  of  tfie  settlements  that  will  delay  them. 
Tiere  are  not  any  two  cases  alike  on  requisition. 

The  Chairman.  That  is  all,  Mr.  Collins.  Thank  you ;  if  you  will 
Bturn  that  report.  There  is  a  little  memoranda  in  there  about 
tailing  it,  putting  your  name  upon  the  copy,  and  where  the  nota- 
ons  should  be  made. 

Mr.  Collins.  All  right. 
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TESTIMONY  OF  MB.  MOBBIS  M.  KcLATTGHLDr. 

( The  witness  was  sworn  by  the  chairman.)  v 

The  Chairman.  What  is  your  name,  Mr.  McLaughlin.  1?-^  ■ 

Mr.  McLaughlin.  Morris  M.  McLaughlin.  1^ 

The  Chairman.  You  are  with  the  Fleet  Corporation  or  Shippofl)^; 
Board?  lit*' 

Mr.  McLauohlix.  Yes,  sir.  I  ^^ 

The  (^HAiRMAN.  Til  what  capacity?  mp'. 

Mr.  McLAroHLix.  As  auditor  of  repairs.  ■>; 

The  Chairman.  How  lon^  have  you  been  with  them?  I  V 

Mr.  McLaxtoiilin.  I  have  l)een  auditor  of  repairs  since  aboiBBt 
AuL'ust  25,  1920.  lb 

The  Chairman.  Were  you  with  them  before?  Im 

Mr.  McLaitc.hijn.  Yes.  lii:. 

The  Chairman.  In  what  capacity?  m^ 

Mr.  McTiAi'<;HijN.  AVliy,  T  first  came  in  there  in  October,  1918,tf  ■  Jl 
a  field  auditor,  and  about  a  year  later  was  made  su ])er vising  SbU  I ttc 
auditor,  and  just  moved  into  this  position  recently.  I  ) 

The  CiiAiKMAN.   Your  residence  is  what? 

Mr.  M('LAr<iiiMN.   1.^  Baldwin  Avenue,  Jersey  City. 

The  CiiAiHMAN.  And  vonr  oflicc  is  in  New  York? 

Mr.  McLakjiimn.   l."*  Hroadway:  ves,  sir. 

Tlie  Chairman.  Are  you  part  of  Mr.  McXeary's  force  ( 

.Mr.  McLAiciiiLiN.  No:  Mr.  Mi<r^in. 

The  Chairman.  Have  you  seen  a  copy  of  the  rejxort  of  the  invest! 
gators  of  this  conuiiittee,  submitted  to  this  committee? 

Mr-  M('LAr(}nLiN.  No,  sir:  I  never  have. 

The   Chairman.  You   know   nothing,  then,  of  coui-se,  as  to  tl« 
statements  of  alleged  conditions^ 

Mr.  McLai  (JiiMN.  Well,  of  course,  (mly  news  items  T  have  read  in 
the  papers. 

The  Chahjman.  1  mean  from  the  reports? 

Mr.  M('Lau(jhlin.  Xo,  no:  not  officially. 

The  ('hah{max.  Will  ycm  take  a  copy  of  this  report.  Mr.  McLaugh- 
lin, and  indicate  in  the  margin  your  knowledge  as  to  the  facts  al- 
leged to  exist  by  the  re|)ort.  or  if  you  have  no  knowledge,  simply 
write  and  say  you  have  no  knowledge,  and  return  it  to  the  conmiitt^ 
on  or  before  December  2,  in  this  addressed  return  franked  envelope. 

Mr.  McLaughlin.  Yes.  sir. 

The  CiiAHtMAX.  There  will  l)e  many  matters,  of  course,  about 
which  vou  will  know  notliing  at  all  ? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  And  there  may  be  scmie  matters  there  of  which 
you  have  knowledge,  and  of  which  the  report  is  not  a  correct  state- 
ment. AVe  would  ask  you  to  set  forth,  if  you  will,  your  knowledge 
on  those  matters.  Then  later  after  we  have  received  this,  we  will  call 
you  and  examine  you  upon  the  matters  in  that  repoit.  I  w-ill  hand 
you  co])y  of  the  report. 

Have  yon  any  (piestions,  Mr.  Kelley  i 

Mr.  IC'ellky.  Just  one  oi-  two.  What  control  do  you  have  over  the 
vouchers  for  repairs  on  ships  in  the  hands  of  the  operators? 

Mr.  McLaughlin.  Why,  at  the  present  time  the  voiichers  are  not 
compiled  in  the  Shipping  Board  offices.    The  requisitions  are  issued. 
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they  are  certified  to  by  the  Bureau  of  Surve3\    The  Bureau  of 

cey  notifies  us,  and  we  immediately  place  checkers  on  time  and 

erial  work.     When  the  bills  compiled  by  the  repair  yards  are 

(nitted,  they  are  then  sent  to  the  operators,  who  approve  them 

nderin^  the  repairs,  and  they  reach  our  office  and  of  course  we 

it  the  bill.    Then  we  return  the  bill  to  the  operator  again,  through 

Bureau  of  Survey  for  payment. 

Ir.  I\ELi.EY.  Let  us  see  if  we  can  follow  a  case  through,  so  I  wnll 

it  in  my  mind.    A  ship  comes  in  to  the  Xew  York  port  with  some 

lir  necessary.    Who  first  passes  on  the  necessity  of  the  repair? 

Ir.  McIiAUGHLix.  The  superintending  engineer  of  the  operators. 

first  has  the  list  of  repairs  handed  to  him  by  his  engineer  on  board, 

chief  officer,  and  he  goes  over  that  list,  I  presume^  that  is  the 

•se  it  follows  through  his  office,  and  then  the  requisition  being 

roved  by  the  superintending  engineer  of  the  operator,  it  then 

;  to  the  Bureau  of  Survey. 

T.  Keixey.  The  Bureau  of  Survey  is  made  up  of  whom ;  not  in 

es,  but  in  interest  ? 

T.  McLaughlin.  The  Bureau  of  Survey  is  an  organization  which 

3ality  took  the  place  of  the  Construction  and  Kepair  Department 

)  far  as  repairs  are  concerned. 

r.  Kelley.  That  is,  it  is  a  Government  agency  ? 

r.  McLauohmn.  Yes. 

r.  Kelley.  It  is  a  Shipping  Board  agency? 

r.  McLaughlin.  That  is  nght. 

he  Chairman.  It  is  a  private  corporation. 

T.  Kelley.  The  chairman  says  it  is  a  private  corporation. 

T.  McLaughlin.  Well,  there  is  an  agreement  between  the  Ship- 

r  Board  and  the  United  States  Bureau  of  Survey  to  handle  the 

lir  work  for  them. 

T.  Kelley.  Oh,  they  are  the  agents  of  the  Government? 

T.  McLaughlin.  Yes. 

T.  Kelley.  By  agreement  ? 

T.  McLaughlin.  It  is  controlled  by  two  partners,  I  believe,  Mr. 

tin  and  Mr.  Gartner. 

[r.  Kelley.  They  are  the  representatives  of  the  United  States 

emment? 

[r.  McLaughlin.  Yes,  sir. 

[r.  Kelley.  By  arrangement? 

[r.  McLaughlin.  That  is  all. 

T.  Kelley.  By  contract,  probably  ? 

T.  McLaughlin.  That  is  all. 

T.  Kelley.  They  take  the  operator's  demand  or  requisition  for 

lirs  and  pass  upon  that  ? 

T.  McLaughlin.  Yes. 

[r.  Kelley.  And  if  the  repairs  are  necessary  they  O.  K.  the  de- 

id  of  the  operator  ? 

T.  McLaughlin.  Yes. 

T.  Kelley.  Then  what  happens? 

T.  McLaughlin.  Then  the  requisition — that  is,  certain  copies  of 

are  returned  to  the  operator  for  his  files,  and  sufficient  copies, 

e  in  number,  are  sent  to  our  office,  enabling  us  to  check  the  repairs. 

r.  Kelley.  Ijei  us  see:  who  makes  the  requisition? 
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Mr.  McLaughlin.  The  operator. 

Mr.  Kelley.  He  makes  the  reauisition  upon  whom! 

Mr.  McLaughlin.  He  makes  tne  requisition  for  the  repairs,  n 
ing  the  vessel,  showing  the  repairs  to  be  made;  then  he  design 
the  repair  yard  in  which  he  is  having  his  work  done. 

Mr.  Kelley.  "  Requisition  "  is  really  not  the  right  word,  t 
there  ? 

Mr.  McLaughlin.  Well,  in  so  far  as  repairs  are  concerne 
should  say  yes.    It  is  a  requisitionary  list  of  repairs  that  are  nee 

Mr.  Kelley.  Then,  armed  with  that,  the  operator  places  the 
tract  for  these  repairs  in  any  yard  that  he  sees  fit? 

Mr.  McLaughlin.  Any  yard  that  is  on  the  approved  list  oi 
Shipping  Board.  You  S(»e.  in  order  that  we  may  get  this  stra 
the  yards  are  forced  to  submit  their  working  rate& — ^hourly  rates, 
so  on,  for  different  mechanics — to  the  Shipping  Board  office, 
they  are  placed  on  an  eligible  list,  or  an  approved  list:  aiu 
course,  a  contractor  who  would  not  be  on  that  list  would  m 
eligible  for  work  on  Shipping  Board  work. 

Mr.  Kelley.  Has  there  been  any  complaint  from  repair  men 
they  could  not  get  on  that  list? 

iVlr.  McLaughlin.  Not  that  I  heard  of;  no,  sir.    There  wore 
plaints — I  mean,  at  times  there  may  be.  diifei'ences  as  to  their 
but  they  generaly  accept  the  rates  which  the  Shipping  Board  is 
ing.    That  is  really  about  the  only  complaint  I  have  heard:  tlu 
minor. 

Mr.  Kelley.  About  the  only  requirement  necessary  to  get  oi 
list,  I  take  it  from  what  you  say,  is  that  the  prices  of  lal>or  sli 
satisfactorv  ? 

Mr.  McLaughlin.  Well,  that  is,  in  so  far  as  the  auditing  e 
it  is  concerned.  I  mean,  that  we  deal  with.  Of  coui'se,  tne 
neering  department  of  the  Shipi>ing  Board,  if  they  have  ti 
on  account  of  poor  workmanship  or  something  else,  that  woi 
a  cause  to  remove  that  name. 

Mr.  Kelley.  The  only  thing  you  look  into  is  the  extension 
hours,  the  labor  item? 

Mr.  McLaughlin.  Well,  I  should  not  sav  that  is  the  onlv 

Mr.  Keij^ey.  As  far  as  your  discretion  goes? 

Mr.  McLaughijn.  Well,  our  discretions  are  in  the  form  o 
ommendations  to  the  engineers.     If  we  think  something  is 
wrong,  w^e  call  the  attention  of  an  engineer  to  it. 

Mr.  Kelley.  So  tliat  the  operator  practically,  within  tJiis  1 
tion  which  you  have  named,  can  place  this  order  for  repairs  a 
ever  he  see  fit? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Kelijey.  And  at  whatever  price  he  sees  fit? 

Mr.  McLaughlin.  No;  the  prices  are  subject  to  the  rates  th 
filed  with  the  Shipping  Board.  That  is,  I  am  talking  of  tim 
material  work,  that  is,  work  on  the  day's  basis ;  I  do  not  meai 
tract,  competitive  bid,  or  anj-thing  like  that.  Of  course,  that 
open  field,  competitive  bidding. 

Mr.  Kelley.  Well,  for  the  ordinary  repairs. 

Mr.  McLaughlin.  Yes;  the  smair repairs. 

Mr.  Kelley.  How  could  you  get  a  standard  by  which  the  el 
of  discretion  would  not  enter  for  ordinary  repairs  on  a  ship  ? 
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Mr.  McLaughli!n.  Discretion  as  to  what? 

Mr.  Kelley.  Well,  putting  in  a  wire,  electric  wiring,  or  anything 
that  kind. 

Mr.  McLaughlin.  As  to  who  would  do  that  work? 

Mr.  Kelley.  Yes ;  or  the  sort  of  material  you  put  in,  the  grade, 
:id  all  that;  who  would  determine  that?  Suppose  you  had  to  put 
i  a  new  chandelier  somewhere,  a  new  globe,  who  would  decide  how 
^pensive  a  one  to  put  in? 

Mr.  McLaughlin.  Well,  betterments  have  always  in  all  cases  to- 
ft taken  up  with  the  Shipping  Board  engineers,  betterments.    That 
ould  be  a  betterment. 

Mr.  Kelley.  Suppose  one  thing  is  broken  and  another  thing  has 
Dt  to  go  in ;  would  that  be  a  repair  or  a  betterment? 

Mr.  McLaughlin.  That  is  a  repair. 

Mr.  Keixey.  And  you  might  put  in  a  better  one  than  is  broken? 

Mr.  McLaughlin.  Oh,  yes. 

Mr.  Kelley.  There  is  a  wide  latitude;  you  understand  what  I 
ean,  don't  you,  by  discretion? 

Mr.  McLaughlin.  I  understand  what  you  mean. 

Mr.  Kelley.  Who  exercises  that? 

Mr.  McLaughlin.  Well,  under  the  present  arrangement  the 
iperintending  engineer  of  the  operator  makes  his  application  to 
le  Bureau  of  Survey,  and  the  Bureau  of  Survey  engineer  decides 
;  to  whether  it  is  necessary  or  not. 

Mr.  Kelley.  Is  there  anybody,  either  in  your  office  or  in  the  en- 
neer's  division,  if  that  is  the  right  way  to  express  that,  that  in- 
lires  into  whether  or  not  the  operator  who  puts  out  a  repair  job 
ay  have  an}'  financial  interest  in  the  concern  making  the  repair? 
Mr.  McLaughlin.  I  did  not  quite  get  that  question ;  that  is,  what 
s  latitude  is. 
Mr.  Kelley.  I  want  to  know  whether  or  not  there  is  any  discretion 

the  engineer  or  anywhere  else  to  inquire  into  the  question  as  to 
hether  or  not  the  operator  has  any  interest  in  the  firm  making  the 

5 airs,  financial  interest  ? 
Ir.  McLaughlin.  That  discretion  lies  with  Commander  Gate- 
ood,  head  of  the  Construction  and  Repair  Department. 
Mr.  KELLEY.  Well,  does  he  have  authority  to  say? 
Mr.  McLaughlin.  I  should  say  so ;  I  assume  he  has. 
Mr.  ICelley.  You  do  not  know  about  that,  do  you  ? 
Mr.  McLaughlin.  No  ;  because  he  is  in  the  operating  end  of  it  and 
nstruction  end  of  it  and  repair  end  of  it,  and,  of  course,  we  are  only 
iditors ;  but  he  has  the  authority  of  placing  a  concern  on  the  ap- 

•oved  list  or  removing  it,  and  I  should  say  that  he- 

Mr.  Keixey.  Well,  he  would  not  remove  it  simply  because  am 

>erator  held  some  stock  in  it,  would  he? 

Mr.  McLaughlin.  I  do  not  know;  that  would  be  dieentioasiy 

ith  him. 

Mr.  Kelley.  Would  you  think,  as  a  practical  busineea  maB,  Omt  it 

>uld  be  important  for  the  Government  to  know  whether  tike  o^emtor 

id  any  financial  interest  in  the  firm  that  was  getting  the  repairs? 

Mr.  McLaughlin.  I  should  think  it  would;  yes. 

Mr.  Kelley.  It  would  make  a  big  difference,  woold  it  not? 

Mr.  McLaughlin.  I  should  think  so,  in  my  privite  opinion ;  y 
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Mr.  Kellky.  Kspeciallv  if  the  Government  is  paying  ill  ti«i 
bills? 

Mr.  McLaughlix.  Xo  matter  who  was  paying  the  bills. 

Mr.  Kelij^.y.  Well,  if  the  operator  was  paying  them  himself  k 
probably  would  not  make  so  much  (lifTerence;  but  the  GoTemmrt 
pays  all  the  bills  for  repairs? 

Mr.  McLaughlin,  "i  es. 

Mr.  Kelley.  Under  its  contract  with  these  operatore? 

Mr.  McLaughlin.  Yes. 

Mr.  Kelley.  In  so  far  as  you  are  ccmcerned.  in  the  auditing,  il 
least,  you  never  in(|uire  as  to  wliether  or  not  the  operator  is  financislh 
interested  in  the  repair  yard? 

Mr.  McLaighlix.  No,  sir;  that  is  the  policy  outside  of  audit. 

Mr.  Kelley.  Do  you  know  whether  or  not  operators  are,  as  a  ruk 
interested  in  repair  yards? 

Mr.  McLaughlin.  Xo;  I  do  not  know  that. 

Mr.  Kelley.  Is  it  not  quite  a  common  thing  for  an  operator  of  any 
size,  to  have  liis  own  yard  ? 

>Ir.  McLaighlin.  I  <mly  know  of  one  case;  that  is  the  yard  I 
have  been  in,  that  is  the  Barber  Steamship  Co.,  that  have  a  repair 
yard,  the  Pier  Machine  Co.,  in  Brooklyn,  and  I  have  heard  it  men- 
tioned tliat  the  Munson  Steamship  Co.,  I  think,  maintain  a  yari 
of  their  own. 

Mr.  Kelley.  That  wouhl  be  almost  a  natural  thing  for  a  great 
operating  company  to  do.  would  it  not,  if  they  do  a  lot  of  business! 

Mr.  McLaighlin.  If  I  were  an  operator  I  would. 

Mr.  Kelley.  Yes.  So  that  a  ^reat  concern  like  the  Barber,  it 
would  be  natural  for  them  to  be  interested  financially  in  the  yaws 
where  their  ships  were  being  repaired? 

Mr.  McLaucjhlin.  Well,  I  do  not  know  so  much  a  financial  IH' 
tere^t  as  it  is  to  get  their  ships  moving,  and  have  something  at  hand 
to  handle  the  ships,  facilitate  the  movement  of  the  ships;  in  other 
words,  so  that  there  would  not  be  any  delay. 

Mr.  Kelley.  In  order  to  do  that  they  would  have  to  be  finandall; 
interested  ? 

Mr.  McLaughlin.  Yes. 

Mr.  Kelley.  And  you  do  not  know  whether  or  not  the  Govern- 
ment specially  inquires  into  the  question  ? 

*    Mr.  McLaughlin.  No;  that  is  a  policy,  I  think,  that  would  hi 
liandled  bv  Commander  (latewood. 

Mr.  Kell?:y.  As  to  whether  or  not  any  particular  yard  was  ownec 
by  the  operator? 

Mr.  ^IcLaucjhlin.  Yes. 

Mr.  Kelley.  Are  you  all  up  to  date  on  your  accounting — that  is 
as  near  as  you  would  be  expected  to  be  under  good  accounting! 

Mr.  McLaighlin.  Well,  yes;  for  a  department  of  that  size;  yes. 

Mr.  Kelley.  How  far  back  are  vou? 

Mr.  McLai'Ghlin.  In  the  new  work  we  are  probably  1,400  bill! 
behind — something  like  that. 

Mr.  Kelley.  How  long  will  it  take  you  to  do  that,  to  catcl 
that  up  ? 

Mr.  McLaughlin.  Well,  of  course,  there  is  nothing  that  need 
catchinxr  UD. 
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Itfr.  Keixey.  That  is  to  say,  how  soon  after  a  bill  is  contracted, 

it  goes  through  ordinarily,  can  you  pay  it? 

IMr.  McLaughlin.  If  it  is  a  bill  that  we  audited  it  probably  would 

four  weeks,  about  four  weks  to  six  weeks. 

Mr.  Kelley.  There  are  no  old  bills  that  are  being  held  up  be- 
vse  they  have  not  been  audited  yet? 

3fr.  McIiAUGiiLiN.  Well,  we  are  just  getting  rid  of  some  now,  pos- 
Dly  nearly  200;  they  are  repair  bills  that  came  in  from  the  oper- 
ors'  voyage  accounts.    We  are  cleaning  out  the  last  batch  of  those 
►w ;  they  will  be  out  within,  probably,  six  or  seven  days. 
lifr.  Kelley.  You  have  seen  a  good  deal  in  the  papers  around 
►out  commissions  l)eing  paid  for  placing  repairs? 
'Mr.  McLaughlin.  Yes;  I  have  heard  it. 
Mr.  Kelley.  Do  you  know  anything  aliout  that? 
lif  r.  McLaughlin.  No,  sir ;  I  have  never  seen  any  concrete  cases  of 
mt ;  just  as  you  say,  in  the  papers. 

Mr.  Kelley.  I  think  that  is  all  T  want  to  inquire  about  until  you 
me  back  the  next  time. 
The  Chairman.  We  will  suspend  until  2.15. 

(^Vhereupon,  at  1.18  o'clock  p.  m.,  a  recess  was  taken  until  2.15 
5lock  p.  m.) 

after  recess. 

After  the  expiration  of  the  recess  the  hearing  was  resumed  at  2.15 
dock  p.  m. 

TESTIMOmr  OF  MK.  EDGAE  F.  LUCKENBACH. 

(The  witness  w^as  duly  sworn  by  the  chairman.) 

The  Chairman.  Your  name,  sir? 

Mr.  Luckenbach.  Ed^ar  F.  Luckenbach. 

The  Chairman.  Where  do  you  reside? 

Mr.  Luckenbach.  At  Sandy  Point,  Jjong  Island. 

The  Chairman.  What  is  your  business? 

Mr.  Luckenbach.' Just  a  minute.    I  would  like  to  tell  you  where 

was  born.     I  was  born  in  Kinp:ston,  N.  Y. — made  in  the  United 

;ates. 

The  Chairman.  What  is  your  business? 

Mr.  Luckenbach.  Ship  owning  and  ship  operation. 

The  Chairman.  Do  yon  do  any  building  of  ships?     Have  you  a 

ipyard  ?   ^ 

Mr.  Luckenbach.  No;  we  have  a  repair  plant  in  connection  with 

r  business. 

The  Chairman.  How  long  have  you  lieen  in  that  business? 

Mr.  Luckenbach.  Thirty-five  years. 

The  Chairman.  Where  clo  your  ships  operate ?     From  what  ports? 

Mr.  Luckenbach.  New  York,  Philadelphia,  and  Baltimore. 

The  Chairman.  Have  you  had  ships  during  that  time— of  course 

u  have  had  ships  built  for  you  ? 

M^r.  Luckenbach.  Yes. 

The  Chairman.  Are  you  operating  any  Shipping  Board  ships? 

Vf r.  Luckenbach.  Very  few. 

The  Chairman.  About  how  many? 
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Mr.  LucKENBAC'H.  I  think  we  have  as  many  as  six. 

The  Chairman.  P>om  what  ports  are  they  being  operated? 

Mr.  LucKENBACH.  New  York.  Philadelphia,  and  San  Francisco. 

The  Chairman.  How  many  snips  of  your  own  are  you  operatingf 

Mr.  Luckenbach.  16;  atout  180,0(K)  tons  probably. 

The  Chairman.  Did  yon  have  some  of  your  ships  commandfittri 
after  the  declaration  of  war,  by  the  Shipping  Board  or  by  onkf  (I 
the  President? 

Mr.  Luckenbach.  We  had  them  all  c^mandeered.     I  fui 
more  tonnage  during  the  war  than  any  man  in  the  United  States. 
.  The  Chairman.  How  many  ships  were  there  taken  over? 

Mr.  Luckenbach.    243,000  tons. 

The  Chairman.  In  how  many  ships? 

Mr.  Luckenbach.  About  18. 

The   Chairman.  Did   you   have   some   ships   under   constructkft 
which  were  requisitioned"  by  the  Shipping  Board  under  Executiie; 
order  after  the  declaration  of  war? 

Mr.  Luckenbach.  Yes. 

The  (^H airman.  By  whom  were  they  being  construct€dt 

Mr.  Luckenbach.  By  the  Fore  Eiver  Shipbuilding  Co.  and  tl» 
Sun  Shipbuilding  Co. 

The  Chairman.  What  class  of  ships  were  they,  Mr.  Luckenbach! 

Mr.  Luckenbach.  They  ran  from  10,000  tons  to  15,000  tons,  twi» 
screw,  from  13^  to  14  knots. 

The  Chairman.  Cargo  ships? 

Mr.  Luckenbach.  All  cargo  ships. 

The  Chairman.  Upon  what  routes  are  your  own  ships  operating 
at  the  present  time? 

Mr.  Luckenbach.  New  York  to  Rotterdam,  New  York  to  Ham- 
burg, and  New  York  to  Los  Angeles,  San  Francisco,  and  Seattle. 

The  Chairman.  On  what  routes  are  the  ships  operating  that  yoa 
are  operating  for  the  Shipping  Board? 

Mr.  Luckenbach.  Philadelphia  to  Rotterdam,  and  Philadelphia 
to  San  Francisco. 

The  Chairman.  Are  you  familiar  with  the  agreement  between  the 
Emergency  Fleet  Corporation  and  operators  with  reference  to  re- 
j)airs  upon  Shipping  Board  ships? 

Mr.  Luckenbach.  No ;  I  do  not  know  what  that  is. 

The  Chairman.  Do  you  know  whether  or  not  upon  ships  whidi 
are  being  repaired,  belonging  to  the  Shipping  Board,  overcharges 
are  common? 

Mr.  Luckenbach.  No;  I  do  not  know  that. 

The  Chairman.  Do  you  know  anything  about  the  matter  of  in- 
spection of  ships,  either  under  construction  for  the  Shipping  Board 
or  repairs  being  made  to  ships  for  the  Shipping  Board? 

Mr.  Luckenbach.  We  have  had  considerable  experience  with  the 
result  of  the  inefficient  inspection. 

The  Chairman.  What  is  the  result,  Mr.  Luckenbach? 

Mr.  Luckenbach.  Inefficient  work — leaky  rivets,  leaky  de<*ks,  pooi 
workmanship. 

The  Chairman.  Have  you  any  ships  in  mind? 

Mr.  Luckenbach.  T  think  some  of  the  ships  tfuit  we  purcliased 
from  the  Shipping  Board. 
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ITie  Chairman.  You  have  purchased  some  ships,  have  you  ? 
ydr.  LucKENBACH.  MoFe  than  anyone  else  in  the  United  States. 
Che  Chairman.  How  Many? 
M[r.  LucKENBACH.  $22,000,000  worth. 
rhe  Chairman.  How  many  ships,  Mr.  Luckenbach  i 
h£r.  Luckenbach.  Eight  or  nine,  I  think. 

rhe  Chairman.  Can  you  state  the  terms  of  the  agreement  of  sale, 
tx>  how  much  was  required  to  be  paid  down?  Ten  per  cent  or 
per  cent? 

fclr.  Luckenbach.  No;  we  never  came  in  the  favored  class  in  any 
y  with  the  "  Slipping  "  Board,  as  we  called  it.  We  were  always 
opelled  to  do  things  that  other  people  we^e  not  compelled  to  do, 
3  we  never  came  in  the  2^  per  cent  cash  class,  and  we  never  came  in 
^  10  per  cent  cash  class.  I  think  the  lowest  we  have  purchased 
s  in  the  25  per  cent  cash  class. 

rhe  Chairman.  How  long  ago  were  those  purchases  made  ? 
Mr.  Luckenbach   (referring  to  memorandum).  During  the  last 
o  years;  I  do  not  seem  to  have  the  exact  date  here, 
rhe  Chairman.  Now,  on  the  ships  which  have  been  purchased 
nn  the  Shipping  Board,  and  which  you  say  suffered  from  im- 
z^per  inspection  or  poor  workmanship,  have  you  been  obliged,  or 
s  your  company  been  obliged  to  make  repairs? 
Mr.  Luckenbach.  A  large  amount  of  repairs  have  l>een  expended 

these  vessels, 
rhe  Chairman.  And  does  your  company  have  to  bear  that  ex- 
ase,  or  does  the  Shipping  Board  bear  it  ? 
Mr.  Luckenbach.  No;  we  bear  that. 

The  Chairman.  Will  you  state  anything  that  you  know  with  ref- 
&nce  to  poor  riveting?  What  has  been  discovered  and  what  re- 
lirs  have  been  necessary? 

Mr.  Luckenbach.  Why,  we  have  had  a  large  amount  of  rivets 
lat  we  had  to  renew,  owing  to  poor  workmanship,  on  quite  a  few 
•  the  vessels  that  we  have  purchased. 
The  Chairman.  Causing  the  vessels  to  leak? 

Mr.  Luckenbach.  Yes;  leaky  rivets;  and  of  course  leaky  rivets, 
they  were  in  the  bottom,  would  necessitate  dry  docking,  and  that 
oul(l  run  up  the  expense  pretty  high  for  demurrage  on  the  ship  and 
reat  delays. 

The  Chairman.  Can  you  say  how  many  ships  of  those  you  have 
ircliased  have  had  to  be  drv  docked  because  of  leakv  rivets? 
Mr.  Luckenbach.  I  should  say  50  per  cent  of  them. 
The  Chairman.  Fifty  per  cent  of  the  ships? 
Mr.  Luckenbach.  Of  the  ships. 

The  Chairman.  Have  you  any  knowledge  of  improper  surveys 
Lvinp  l>een  made  U|)on  ships  which  have  been  required  to  be  re- 
tired? 

Mr.  Luc'kenbach.  The  improper  surveys  on  our  ships  were  the 
u.se  of  all  this  expense  that  we  have  been  put  to,  both  in  turbine 
>rk,  boiler  work,  and  ship  construction.  That  was  largely  the  re- 
It  of  improper  inspection. 

The  Chairman.  Is  there  a  difference  between  an  insiM'ction  while 
p  Avork  is  going  on  and  a  sinvey  on  tlie  vessel  wlien  the  work  is 
tirely  completed! 
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Mr.  LrcKKNiurii.  Oh,  yes.  The  inspectors  inspecting  wUiktii 
constriK'tion  is  ^oin^  on  can  see  the  defects  and  have  them  rem«&l 
at  wry  small  cost,  and  that  would  improve  the  construction  o{  i 
ship;  wliciTas  aftor  the  ship  is  completed  the  ship  is  painted.ini 
it  is  pretty  liard  to  discover  until  your  rivets  begin  to  leakorsLw 
sipns  of  stress. 

The  Chairman.  Have  you  any  information  with  reference  to th 
sunnlement  of  contracts  arising  from  incomolete  surveys? 

Mr.  LrcKKXHACH.  No ;  I  do  not  know  anjtning  about  fJiat. 

The  Chairman.  Do  you  know  anything  about  the  care  and  ak 
of  impaired  machinery  or  junk  of  the  Shipping  Board? 

Mr.   LUCKENBACH.    No. 

The  Chairman.  What  agreement  are  you  operating  your  ship 
under,  do  you  know  ?    Is  it  the  M.  O.  No.  3,  No.  1,  or  No.  2i 

Mr.  LrcKENBACH.  We  have  been  operating  on  every  agiieem« 
that  they  have  put  out  so  far,  and  find  objections  to  some  and  ^ 
suggestions,  which  I  guess  are  consigned  to  the  waste  baskrt  i 
usual — anything  we  have  to  say. 

The  Chairman.  Did  you  j)urchase  supplies  and  materials  foril 
ships  you  are  oi)erating  for  the  Shipping  (^ompany — your  company 

Mr.  LucKENBACH.  If  es.  We  have  not  any  snip  chandlery  conc«i 
connet  ted  with  us  such  as  some  of  the  other  people  have. 

The  Chairman.  You  have  no  sui)sidiary  corjX)rations  for  fiirni 
injj  of  ship  supplies  and  food  and  fuel  { 

Mr.  LucKENiJACH.  No:  we  have  not — or  stevedore  companies" 
whaifage  companies  or  watchmen  or  anything  like  that.  AVe  a 
not  in  that  business. 

The  Chairman.  You  use  the  same  system  in  purchasing  suppli 
for  the  operated  ships  of  the  Shipping  Board  that  you  do  for  y«^ 
own  vessi»ls^ 

Mr.  LucKENHACH.  Yes ;  we  give  them  the  benefit  of  our  ex|)erien 
and  also  our  contracts.  But  that  does  not  make  any  difference  w 
the  Shipping  Board. 

The  Chairman.  When  you  sav  that  makes  no  difference  with 
Ship[)ing  Board,  what  do  you  mean  by  that  ^ 

Mr.  Li  civEXHACH.  Efficiency  does  not  count  with  the  Shipp 
Board ;  it  is  the  inefticient  men  they  are  looking  for,  not  the  effici 
men. 

The  Chairman.  Well,  what  do  you  mean?  That  it  does  not  in 
any  difference  whether  you  buy  supplies  upon  the  same  plan  i 
you  do  for  your  own  ships?  You  say  it  does  not  make  any  differe 
to  the  Shipping  Board.  Do  you  get  your  accounts  through 
<piicker?  Do  you  have  any  difficulty  in  adjusting  accounts  for  y 
operated  ships? 

Mr.  LucKi-iNRAcn.  No. 

The  Chairman.  Have  you  rendered  complete  accounts   for 
voyages  of  your  operated  ships? 

3lr  LucKENHACH.  Ycs ;  they  keep  right  after  us. 

The  Chairman.  And  have  you  had  any  settlements  with  them 
account  of  completed  voyages? 

Mr.  LucKENiucH.  I  think  we  are  Aery  near  paid  up,  within  a 
thousand  dollars,  on  every  operation  we  have  had.    As  1  said  bef 
we  do  not  come  in  the  favored  class  with  the  Shipping  Board. 


SHIPPING  BOAKD  OPERATIONS.  2577 

The  CnAiR^fAN.  Has  that  been  so  ever  since  you  have  been  oper- 
iing  ships  ? 

Mr.  LucKENBACH.  Evei'  since  the  "■  Slipping ''  Board  was  organ- 
sed  and  we  started  to  x)perate  for  them. 

The  Chairman.  You  have  kept  the  accounts  nearly  current  for 
our  operated  ships,  have  you  ? 

Mr.  LucKENBACH.  Just  the  same  as  we  do  our  own. 

The  Chairman.  And  have  had  settlements  with  the  Shipping 
k>ard  ? 

i^f r.  LucKENBACH.  Yes.    There  is  no  reason  for  delayed  accounts. 

The  Chairman.  Have  there  been  delayed  accounts? 

Mr.  LucKENBACH.  Not  with  us. 

The  Chairman.  Has  money  been  advanced  to  your  concern  by  the 
•hipping  Board  for  the  operation  of  ships  allocated  to  you? 

Mr.  LucKENBACH.  I  do  not  think  so. 

The  Chairman.  What  have  you  done  with  the  proceeds  for  freight 
arriage  that  you  have  received  on  these  operated  ships  and  ms- 
inguished  from  the  ships  of  your  own  concern? 

Mr.  LucKENBACH.  We  still  have  some  money  of  the  Shipping 
Joard,  on  instructions  from  them  to  keep  it. 

The  Chairman.  How  do  you  carry  that  in  the  bank? 

Mr.  LucKENBACH.  In  the  Shipping  Board  account. 

The  Chairman.  As  agent  for  tne  shipping  Board? 

Mr.  LucKENBACH.  As  agent  for  the  Shipping  Board. 

The  Chairman.  Have  you  made  any  settlement  with  the  Shipping 
Joard  for  that  tonnage  which  was  commandeered  during  the  war? 

Mr.  LucKENBACH.  You  mean  charter  hire? 

The  Chairman.  No;  your  ships  which  they  took  over  after  the 
vav  was  declared? 

Mr.  LuciuiNBACH.  Well,  they  paid  us  monthly,  you  know. 

The  Chairman.  And  those  accounts  are  all  settled? 

Mr.  LucKENBACH.  Oh,  no.  The  Shipping  Board  owes  me  a  good 
nany  million  dollars. 

The  Chairman.  On  account  of  those  ships? 

Mr.  LucKENBACH.  On  account  of  some  of  those  ships.  I  have  a 
^reat  many  accounts  with  the  Shipping  Board. 

The  Chairman.  Do  you  have  difficulty  in  getting  them  adjusted? 

Mr.  LucKENBACH.  Great  difficulty. 

The  Chairman.  You  also  had  some  ships  requisitioned,  you  stated, 
hat  were  under  construction  by  the  Fore  River  and  the  Sun  Ship- 
milding  Companies? 

Mr.  LucKENBACH.  Yes. 

The  Chairman.  Have  those  accounts  been  settled? 

Mr.  LucKENBACH.   No. 

The  Chairman.  Are  vou  having  difficulty  in  adjusting  them? 

Mr.  LucKENBACH.  Ycs ;  we  are  trying  to  get  the  overcharges 
traightened  out. 

The  Chairman.  Will  you  state  what  the  difficultj'^  is  with  those 
)articular  claims?  ^^^lat  are  the  overcharges  that  are  causing  con- 
roversy  ? 

Mr.  LuKENBACH.  In  1915  I  started  in  to  make  contracts  and  build 
hips,  thinking  there  might  be  a  shortage  of  tonnage  and  that  we 
rould  be  able  to  develop  a  merchant  marine — for  which  I  have 
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worked  for  the  past  ^^5  yean? — in  our  own  small  way,  and  that  i« 
would  ^et  some  routes  of  ships  that  had  been  torpedoed  and  lot 
My  friends  at  that  time  thought  I  was  very  foolish,  but  it  hasturad 
out  so  far  successfully. 

When  the  ships  were  commandeered  in  August,  we  were  toldti 
take  our  inspectoi-s  away  and  cease  inspection.  These  ships,  excepl 
two,  were  all  contracted  for  on  a  lump-sum  basis.  Along  in  Decen- 
bcr  of  the  same  year,  after  they  were  commandeered,  the  Shipping 
Board  told  us  that  they  had  destroyed  the  original  contracts,  tbl 
they. were  a  mere  scrap  of  paper,  and  new  ones  had  been  entewd 
into  on  a  cost-plus  basis.  Some  of  these  ships  when  they  were  coo- 
mandeered  were  80  and  90  per  cent  completed,  and  some  of  them  did 
not  have  the  keels  laid. 

On  the  ships  that  were  completed  the  Shipping  Board  said, "  Yd 
can  have  these  ships,  Luckenbach,  provided  you  wiU  pay  the  increased 
cost."  "Well,"  I  said,  "what  do  you  think  that  will  be  on  the  fiisl 
shipr'  "Why,  that  will  be  in  the  neighborhood  of  $500,000." 
"  What  i?  For  a  ship  85  per  cent  completed? 
"  Yes,"  the  Shipping  hoard  man  said. 

"  Why,"  1  said,  "that  is  an  impossibility.  The  only  question  tbit 
you  have  there,  I  should  think,  would  be  the  question  of  labor.  ^With 
an  eight  or  nine  hundred  thousand  dollar  ship  a  five  hundred  thou- 
sand increase  is  simi)ly  ridiculous.  I  am  from  Missouri,  and  I  want 
you  to  show   me" 

I  have  been  waiting  ever  since  to  be  shown.  That  was  on  the  first 
ship.    The  overcharges  or  increased  cost  of  the  ships  I  purchased  from 

the  Shipping  Board 

Mr.  Keu^ey.  If  these  ships  have  names,  will  you  mention  them  by 
name,  if  you  have  the  information  thereof 

Mr.  LucKENnAcii.  Yes.  [Eeferring  to  memorandum.]  We  have 
had  an  excess  cost  of  hulls  264,  265,  and  267,  as  developed  bv  the 
Pei-ley  Morse  audit,  of  $186,558.53. 

The  Chairman.  Mr.  Luckenbach,  were  these  the  ships  that  were 
being  ccmstructed  for  you? 
Mr.  LucKENRACir.    les. 

The  Chairman.  And  later  you  purchased  them? 
Mr.  Luckenbach.  Yes. 

The  Chairman.  Very  well,  sir.    I  just  wanted  to  get  it  cle^ir. 
Mr.  Luckenbach.  Excess  cost  of  hulls  297  and  298,  as  developed 
by  the  Per  ley  Morse  audit,  $739,000. 

"Error  in  set-up  price  bv  United  States  Shipping  Board,  as  total 
cost  of  hulls  297  and  298,  ^790,000. 

Overestimate  between  original  contract  price  with  builders  and 
amount  paid  the  United  States  Shipping  Board:  Steamer  A'.  /, 
Luckenhach^  $528,000:  steamer  F,  J,  LuckenhacK  $373,000;  steamer 
Katrina  Lvckenhach,  $425,000;  steamer  Walter  Luckenhachs  $260,- 
000;  making  overcharges  and  overestimates  on  the  price  of  the  ships 
of  $3,792,216. 

The  Chairman.  That  is  in  excess  of  the  original  contract  for  their 
construction,  is  it? 
Mr.  Luckenbach.  Yes. 

The  Chairman.  How  much  per  ton  was  your  contract  for  the  con- 
struction of  those  ships? 
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T,  LucKENBACH.  They  ran  from  $80  to  $140. 
he  Chairman.  Of  course^  the  price  per  ton  increased  very  mate- 
ly  during  the  war  ? 
Ir.  LucKENBACH.  Yes. 

'he  Chairman.  Have  you  the  various  elements  which  entered  into 
overcharges,  the  increase  in  material  and  the  increase  in  labor 
uiy  changes  in  plans  or  specifications,  or  other  things  that  would 
ke  it  more  expensive  to  build  the  same  ship  that  vou  contracted 
in  1916  ? 

[r.  LucKENBACH.  That  is  what  I  have  been  trying  to  get  for  the 
two  years.    I  have  not  got  it  yet. 
he  Chairman.  You  have  not  got  it  yet? 

[r.  LucKENBACH.  No ;  but  they  have  got  my  money.  These  figuregr 
ive  given  you  are  the  result  of  an  audit  which  I  had  the  privilege 
naldng  when  I  purchased  the  ships^  and  my  audit  shows  this 
srence. 

he  Chairman.  What  did  you  audit?    What  have  you  audited? 
[r.  LucKENBACH.  The  ships  that  I  purchased, 
he  Chairman.  Yes;  but  I  mean  the  accounts  of  the  Shipping 
rd  or  the  accounts  of  the  builders? 
'r.  LucKKNBACH.  The  accounts  of  the  builders. 
he  Chairman.  Now,  if  you  audited  the  accounts  of  the  builders, 
t  did  you  compare  them  with  in  order  to  say  tluit  there  was  this 
unt  of  overcharge  or  excess? 

r.  LucKENBACH.  Why,  I  compared  that  with  the  original  Inmp- 
figure  for  the  construction  of  the  ships, 
he  Chahsman.  The  contract  which  you  made? 
r.  LucKKNBACH.  Yes.     So  I  asked  Mr.  Cuthell,  the  attorney  for 
Shipping  Board — T  said,  "  Now,  for  the  moment,  just  forget  I 
jne  of  these  terrible  American  ship  owners;  I  am  just  one  of  the 
mon  ordinary  people.     Why  do  you  destroy  the  original  con- 
t,  which  is  so  aavantageous  to  the  Government,  and  make  a  new 
ract  when  some  of  these  sliips  are  85  per  cent  completed?  " 
e  said, "  Because  we  need  the  shipbuilder." 

said, ''  How  about  your  Uncle  Dudley  that  made  these  contracts 
r  14  months  ago  and  financed  the  proposition?    The  shipbuilder 
not  do  that.    I  did  it.    What  do  I  get  ? '^ 
e  said,  "  You  get  left." 
Thank  you,  very  much." 

he  Chairman,   who  was  it  that  told  you  that? 
r.  LucKENBACH.  Mr.  Cuthell,  of  the  Shipping  Board, 
le  Chairman.  What  position  did  he  hold? 
r.  LucKENBACH.  He  was  the  attorney  for  the  Shipping  Board, 
de  Chairjian.  Did  you  expect,  even  though  your  ships  were  60, 
lOy  or  90  per  cent  complete  at  that  time,  that  after  they  had  been 
plet^d  by  the  Shipping  Board  and  you  came  to  purchase  them 
would  be  able  to  secure  them  at  the  original  contract  price? 

r.  LUCKENBAI^H.    No. 

le  Chairman.  So  you  did  think  some  excess  over  the  original  con- 
:  price  was  necessary? 

r.  LucKENBACH.  Yes ;  under  that  new  agreement  that  they  made 
the  shipbuilder. 

ic  Chairman.  You  have  never  been  able,  as  I  undei-stand  jrou,  to 
rtaiii  the  itemu  that  come  in  in  the  completion  of  these  sK\\)^^lo^ 
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make  up  this  sum  of  money  in  overcharges. or  overestimates  ore: 
costs  ?    Is  that  true  ? 

Mr.  Li  cKENHAcii.  Ves — from  the   Shipping  Board.    I  g<»t 
[indicating  memoranchun]  from  ni}^  audit. 

The  Chairman.  Now,  you  sav  "overcharge  on  hulls  number  so 
so.''    What  was  the  nature  of  those  overcharges,  from  your  audit 

Mr.  LrcKEXBAcii.  Why,  the  way  I  remember  the  thing  is  i 
everytliing  was  charged  to  construction  account.  The  shipbuili 
compan}'  nad  no  expenses  whatsoever.  For  instance  $1,000  to 
baseball  club 

The  Chairman.  To  what? 

Mr.  Li  (KENBACH.  The  baseball  club. 

The  Chairman.  $1,000  to  a  baseball  club? 

Mr.  Luckenbach.  Which  I  never  saw  play.     I  had  to  pay  a 
of  that  expense.     I  enjov  baseball,  and  I  would  have  liked  to  sec 
team  play  that  I  subscribed  to. 

The  Chairman.  Will  you  just  explain  what  you  mean  by$l 
to  a  baseball  club  (  What  do  vou  mean — ^that  you  were  asked  to 
a  thousand  dollars  to  a  baseball  club? 

Mr.  LircKENBACH.  I  paid  my  proportion  of  $1,000  to  the  bas 
club  of  the  Fore  River  Shipbuilding  Co. 

The  Chairman.  And  that  was  figured  in  the  cost  of  constnii 
your  ship  ? 

Mr.  Luckenbach.  That  is  in  the  construction  account. 

The  Chairman.  Anything  else  ? 

Mr.  Luckenbach.  $1,000  to  the  Neighborhood  Society. 

The  Chairman.  Was  that  charged  in  the  construction  cost  of 
ship? 

Mr.  Luckenbach.  Yes.  Advertising  Liberty  bonds — I  do  n' 
member  the  amount.    $1,000  to  the  band. 

The  Chairman.  Those  tw^o  items  were  charged  in  the  constn 
cost  of  your  ship  ? 

Mr.  Luckenbach.  Yes.  Reorganization  of — when  they  an 
mated  the  subsidiaries  with  the  Bethlehem  Steel  Co.,  the  leg 
penses  of  this  organization  or  amalgamation 

The  Chairman.  They  were  charged  in? 

Mr.  Luckenbach.  I  paid  some  of  that.  There  was  an  oil  € 
which  I  have  read  in  the  papers  of  late  had  been  very  success 
paid  for  the  experiments  on  that  engine,  I  found  at  that  tii 
though  they  had  been  experimenting  with  it  for  some  yeftn 
That  was  also  in  my  construction  account. 

I  paid  the  club  dues  of  various  members  of  the  Fore  River 
building  Co. — construction  account.  I  paid  the  house  char 
the  officials — in  construction.  I  paid  the  moving  expenses  o1 
of  the  officials  from  Fall  River  to  Bethlehem — in  constructi 
count.  I  learned  a  whole  lot  about  bookkeeping  that  I  nevei 
before. 

The  Chairman.  Do  I  understand  that  these  charges  were  ju 
fined  to  your  contract  for  ships  there,  or  were  those  charges  gei 
distributed  over  the  entire  work  which  they  were  doing  undc 
tract  as  a  part  of  their  overhead  or  maintenance  account? 

Mr.  Luckenbach.  It  was  distributed  over  all  vessels. 

The  Chairman.  How  many  vessels  were  they  constructing  t) 
that  time,  do  you  know  ? 
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•.  Ltjckenbach.  No  ;  I  do  not  know. 

le  Chairman.  Then  how  could  you  tell  what  proportion  of  that 
this  $1,000  for  the  band? 

r.  LucKENBACH.  Mj'  accountants  have  investigated  that  thin^, 
I  have  given  you  the  full  report.    I  think  they  have  a  full  report. 
Morse,  the  accountant,  will  give  you  all  that  information. 
ne    Chairman.  Mr.   Morse   made  the   audit,   and   you   are   not 
Lliar  with  the  details  thereof? 
r.  LucKENBACH.  No,  sir. 

he  Chairman.  How  do  you  purchase  supplies  for  the  ships  of 
r  company,  Mr.  Luckenbach  ? 

[r.  Luckenbach.  Through  our  purchasing  department, 
he  Chairman.  Can  you  state  whether  you  have  them  go  out  and 
'  wherever  they  please,  for  a  round-trip  voyage  or  a  part  of  a 
age  or  wherever  they  can  and  that  they  go  out  and  purchase  any 
ntity  or  whether  they  go  out  and  purchase  in  quantities  to  take 
3  of  the  entire  fleet  ? 

fr.  Luckenbach.  We  stock  the.se  ships  up  for  the  round-trip 
iige. 

'he  Chairman.  You  have  a  purchasing  agent,  do  you? 
fr.  Luckenbach.  Yes;  and  he  figures  out  so  many  men  need  so 
?h  food,  that  the  trip  will  take  about  so  long,  and  he  supplies  that 
;el  accordingly.  There  are  times  when  they  are  away  from  port — 
le  port — that  they  will  have  to  buy  some  fresh  provisions,  but 
;  does  not  amount  to  very  much. 

he  Chairman.  Do  you  know  anything  about  the  practice  pre-- 
ing  in  shipping  circles  as  to  the  Shipping  Board  boats  purchas- 
at  retail  prices  rather  than  at  wholesale  prices? 
[r.  Luckenbach.  Only  what  I  have  heara  on  the  street.  We  had 
lip  turned  over  to  us  for  operation  this  past  week.  Just  to  give 
an  example  of  some  people  that  are  operating  ships,  according 
vhat  the  captain  said,  he  put  in  a  requisition  for  a  number  of 
»s  of  fresh  fruit,  such  as  Casaba  melons,  which  we  do  not  furnish 
men;  and  boxes  of  pears  and  grapefruit  and  oranges.  I  think 
e  was  some  14  boxes  of  fresh  fruit  on  the  requisition.  So  our 
b  captain  looked  at  this  requisition  and  asked  him  if  he  was 
he  habit  of  doing  that  with  his  former  operator,  and  he  said, 
e  do."  He  said,  the  port  captain  did,  "  Well,  we  do  not  operate 
ships  that  way.  You  will  have  to  take  subsistence  on  our  scale 
■eedmg."  "Well,"  he  said,  "then  my  steward  will  leave."  He 
,  "Did  your  steward  make  this  list  out?"  The  captain  of  the 
•  said  "  ^^es."  The  port  captain  said,  "  Your  steward  will  be  fired 
•ne  hour  for  making  out  a  list  like  that."  The  captain  of  the 
'  said,  "  Well,  I  do  not  know  what  I  will  do."  The  port  captain 
,  "  Well,  then,  you  will  be  fired  if  you  do  not  know  better  than 
"  The  captain  of  the  ship  said,  "  My  former  operators  allowed 
ship  to  go  out  this  way."  The  port  captain  replied,  "  You  can 
operate  ships  for  us  under  those  conditions." 
he  Chairman.  There  is  a  difference  in  operation  as  to  the  fur- 
ing  of  supplies. 

r.  Luckenbach.  Some  difference. 

lie  Chairman.  And  it  makes  a  difference  in  the  cost  of  operating 
ships. 
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Mr.  LucKENiiAcii.  It  certainly  does. 

The  Chairman.  Do  you  know  of  any  other  instance  of  inconi 
tent  stewards? 

Mr.  LucKENBACH.  Yes ;  we  have  had  quite  a  few,  but  1  do  i 
remember  them  just  now. 

The  Chairman.  What,  if  you  know,  Mr.  Luckenbach,  is  the  pn 
tice  with  reference  to  the  ships  you  are  operating  for  the  Shippi 
Board  as  U)  (checking  or  invoicing  the  supplies  which  your  stm 
or  engineer  or  captain  orders  delivered  to  that  particular  ship?  I 
you  have  a  check  made  of  it,  or  an  invoice,  or  an  inventory,  or 
you  know  as  to  that? 

Mr.  LucKKNBACH.  No ;  that  would  come  under  the  operating  ( 
partment.     I  do  not  know. 

The  Chairman.  What  do  you  know  as  to  the  payment  of  cop 
sions  or  the  making  of  gifts,  of  gratuities,  to  officers  of  ships 
agents  of  the  Shipping  Board  for  repairs  or  for  material  or  v( 
furnished  or  labor  done  on  allocated  snips? 

Mr.  LucKENBACH.  T  know  that  there  has  been  a  greiv^  deal  of  t 
about  graft  on  Shipping  Board  ships. 

The  Chairman.  Do  you  know  whether  on  your  privately  open 
ships  the  engineers,  masters,  and  stewards  get  commissions  i 
dealers  for  goods  purchased? 

Mr.  LrcKENBACH.  They  do  not  have  any  opportunity.    The 
chasing  department  or  the  operating  department  takes  care  of  l 
Captains  and  engineers  have  nothing  to  do  with  the  i)urchasin 
•iinything  that  goes  on  the  ship  with  us. 

The  Chairman.  And  do  you  know  whether  your  purchasing 
partment  pays  such  commissions  or  make  such  gifts? 

Mr.  Li'CKENHA(  n.  They  would  receive  it,  possibly,  but  I  ho^K 

The  Chairman.  I  mean,  do  they  receive  them? 

Mr.  Lr  (;kenbacii.  Well,  as  to  that  T  hope  not. 

The  CiiAinMAN.  You  have  not  hoard  of  that? 

Mr.  LucKENBACH.  I  havc  not. 

Tlie  Chair3ian.  If  you  had.  would  you  keep  such  a  purcli 
agent  ( 

Mr.  LucKENBACH.  T  would  not. 

The  Chairman.  Do  you  believe  that  is  proper  practice  for 
eminent  owned  an<l  operated  ships? 

Mr.  LiTCKENBACH.  It  is  not  the  proper  practice. 

The  Chairman.  We  haA^e  had  testimony,  Mr.  Luckenbach, 
varioiis  witnesses,  to  the  effect  that  that  practice  has  long  pre 
in  shipping  circles,  and  that  it  is  a  sort  of  general  custom  tha 
vails,  and  particularly  I  think  the  testimony  has  been,  in  th( 
of  New  York.  You  Save  been  in  business  some  25  or  30  year 
I  wonhl  like  to  ask  you  if  your  experience  has  been  such  tha 
are  able  to  say  that  that  has  been  a  long-established  custon 
]3ractice,  of  dealers  who  furnish  materials  and  supplies  and 
repairs  to  ships — paying  the  masters,  captains,  engmeers,  or 
ards  cmomissions  or  making  gifts  to  them. 

Mr.  LucKENBACH.  It  is  not  the  practice  with  us. 

The  Chairman.  It  has  not  prevailed  with  your  company? 

Mr.  Luckenbach.  Not  at  all. 

The  Chairman.  Do  you  know  of  excess  profits  having  resuli 
*he  furnishing  of  galley  supplies  to  Government  ships? 
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The  Chairman.  What  did  you  tell  them  when  vou  asked  thai  [ 
that?  I||( 

Mr.  Luckenbach.  They  refused  my  request  to  change  my  Hf  y 
and  we  have  very  few  allocations  in  comparison  with  others.  Tifi 
the  two  Englishmen,  take  Mr.  Welding  Ring's  company,  UkeAfiKjl 
Cosmopolitan  Steamship  Co.,  take  Struthers  &  Dixon,'  and  tk^li)^ 
do  not  own  a  rivet  in  anything.  Possibly  we  do  not  know  how  tomlir 
ships,  but  history  does  not  speak  that  way.  This  business  vasfrMn 
tablished  (>r»  years  ago  by  my  father  and  we  have  been  saccessfil  ] 
Even  when  Mr.  Franklin's  company  went  into  the  hands  of  receivm^^ 
we  were  making  money. 

The  Chairman.  When  was  that? 

Mr.  LircKENBACii.  Some  seven  or  eight  years  ago. 

The  Chairman.  Have  you  had  tonnage  allocated  to  you  and  tha 
had  it  taken  from  you  by  the  Shipping  Board  and  allocated  to  soK 
other  concern  ? 

Mr.  Luckenbach.  Why,  we  had  an  instance  of  one  of  these  shipi 
that  we  contracted  for  and  had  paid  money  on  account  of  the  coi- 
struction  of  it,  that  had  been  commandeered  and  completed  by  tk 
Shipping  Board,  which  was  turned  over  to  Mr.  Welding  Ring's  cob-] 
pany  to  operate — a  man  who  owned  an  interest  in  a  foreign  shipul 
nothing  American,  and  has  purchased  nothing  from  the  Shippiig 
Board  since.  At  that  time  we  made  so  much  fuss  about  it  that  d» 
Shipping  Board  finally  allocated  the  ship  to  the  Navy  to  operate. 

The  Chairman.  Do  you  or  your  company  own  any  interest  in  for- 
eign ships? 

Mr.  Luckenbach.  No;  and  never  did.  We  do  not  represent  ti9 
foreign  interests,  and  there  is  no  foreign  capital  in  the  company.  » 
is  a  family  affair. 

The  Chairman.  It  is  a  family  affair  and  a  United  States  of 
America  concern? 

Mr.  Luckenbach.  Yes,  sir ;  100  per  cent 

The  Chairman.  Do  you  know  of  instances  where  there  have  been 
losses  to  result  because  of  interlocking  contracts  between  the  oper- 
ator and  other  concerns? 

Mr.  Luckenbach.  No  ;  they  would  not  come  under  my  vision. 

The  Chairman.  Then  those  contracts  for  your  ships  which  were 
made  with  the  Fore  River  and  the  Sun  Shipbuilding  companies,  were 
they  lump-sum  contracts? 

Mr.  Luckenbach.  Yes,  sir. 

The  Chairman.  When  the  Shipping  Board  took  over  the  ships  and 
the  ships  were  completed  by  them,  were  they  completed  under  a  lump- 
sum agreement  or  cost  plus  or  fixed  fee,  or  what? 

Mr.  Luckenbach.  They  evidently  ran  along  on  the  lump-sum 
basis  until  December  of  the  year  that  they  were  requisitioned,  and 
that  was  the  first  time  I  had  a  line  that  the  original  lump-sum  con- 
tracts had  been  destroyed  and  new  percentage  contracts  had  been 
made. 

The  Chairman.  Did  you  see  the  teims  of  the  percentage  con- 
tracts ? 

Mr.  Luckenbach.  Yes;  when  I  purchased  the  ships. 

The  Chairman.  What  were  the  terms  ? 

Mr.  Luckenbach.  Well,  I  do  not  remember  just  now. 
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aRMAN.  How  much  had  you  paid  toward  the  completion 


3S 


9 


KEXKACH.  The  payments  on  the  ships  ran  along  on  a  con- 
asis;  a  certain  sum  when  the  keel  was  laid,  a  certain  sum 
material  was  in  the  yard;  and  I  think  in  all  there  were 
ayments  on  each  ship.  And  as  the  construction  proceeded, 
nts  were  made.    What  percentage  the  payments  were  I  do 

iiRMAN.  Can  you  tell  how  much  you  paid  the  Fore  River 
ng  Co.  at  the  time  the  Government  requisitioned  the  ships? 
KENBACH.  I  do  not  believc  I  have  a  memorandum  of  that 
Fter  looking  over  some  papers.)  No;  I  have  not  that 
um  here.  But  I  have  a  memorandum  here  of  profiteering 
pping  Board  with  our  ships. 
URMAN.  What  does  that  refer  to? 

;kenbacii.  Where  they  commandeered  our  tonnage  and 
e  Shipping  Board  rate,  which  is  less  than  half  they  paid 
ler — regardless  of  what  Mr.  Gillen  testified  to  yesterday 
merican  shipowner  had  been  so  wonderfully  favored.  We 
?amer  Hamj  Luckenbach^  for  which  we  received  a  charter 
,387,  and  yet  we  made  a  profit  for  the  Shipping  Board  of 
dth  my  proi>erty.  The  steamer  Pleiades^  for  which  we 
?harter  hire  of  $377,781 ;  and  we  made  a  profit  of  $1,159,024 
)vernment. 
iiRMAN.  Was  that  during  the  war^ 

KENBACH.    ^  etj. 

LiRMAN.  Do  you  complain  oT  that? 

^KENBACH.  I  do  not  thiuk  the  Government  treated  any 

stry  as  it  treated  the  shipowners,  by  taking  their  product 

lering  with  it. 

LiRMAN.  How  did  they  make  this  profit? 

KENBACH.  By  having  us  operate  the  ships  for  them. 

AIRMAN.  Do   you   mean  to   say   that  they   received  that 

money  ? 

KENBACH.  Yes.    We  made  this  profit  for  them,  and  this  is 

paid. 

viRMAN.  In  doing  what? 

KENBACH.  Operating  the  ships  for  them. 

viRMAN.  What  were  they  doing  with  the  ships  during  the 

KENBACH.  Making  money  with  them. 

iiRMAN.  Carrying  what  ? 

!KENBACH.  Merchandise. 

iiRMAX.  Where? 

:kenbach.  To  the  Far  East,  to  South  America,  and  to 

VIRMAN.  Do  you  feel  that  you  should  have  been  permitted 

erated  those  ships  and  made  that  money  ? 

5KENBACH.  I  thmk  thev  should  have  given  me  the  same 

hat  they  gave  the  two  Englishmen,  Clegg  and  Kerr. 

URMAN.  What  privilege  did  they  ^ive  them? 

KENBACH.  They  gave  them  free  trips  to  operate. 

\iRMAN.  Were  they  American  ships? 
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Mr.  LrcKEXBACH.  Yes;  when  they  operated  them. 

The  Chaikman.  Do  you  mean  to  say  that  they  were  An 
ships  that  were  not  commandeered? 

Mr.  LiTCKENBACii.  They  were  given  free  trips.  I  do  not 
whether  they  were  commandeered  or  not. 

The  Chairman.  What  do  you  mean  by  *'  free  trips? '' 

Mr.  LucKENiiACH.  Free  of  (iovernment  regulation.  Thej 
go  out  into  the  market  and  carry  anything  anywhere  at  anv  \ 

The  Chairman.  Was  that  done  by  the  Shipping  Board  1 

Mr.  LucKENBAGH.  It  was. 

The  Chairman.  How  do  you  know  ? 

Mr.  LucKENBACH.  Simply  by  what  I  read  in  the  papers. 

The  (^HAiRMAN.  How  much  did  they  make,  if  you  know? 

Mr.  LrcKENBACH.  I  can  only  guess  at  it,  and  think  it  wa; 
about  $10,0(KJ,()(.K). 

The  Chairman.  You  think  if  the  (iovernment  requisitiont 
ships  during  the  war,  commandeered  them  on  the  hi^h  seas,  ar 
ated  them,  that  it  should  have  operated  them  at  sunply  the 
the  Government  in  taking  over  the  ships  and  not  have  mj 
profit  ? 

Mr.  Luckenbach.  I  do.     There  wasn't  any  other 

The  CiL\iRMAN  (interposing).  Do  not  you  believe  that  was 
imate  thing  for  the  Government  to  do,  to  help  pay  the  exp 
the  Shipping  Board? 

Mr.  Luckenbach.  No  :  I  do  not. 

The  Chairman.  Do  you  think  that  the  Shipping  Boani 
have  pennitted  ships  that  wefe  afloat  during  the  war  to  ha 
along  and  operated  without  any  governmental  regulation  o 
vision  ? 

Mr.  Luckj':nbach.  No;  1  do  not.     But  I  do  think  this. 
Shipping  Board  should  not  take  my  ships  and  profiteer  wi 
That  was  illegal  as  far  as  I  was  concerned.     It  was  illegal 
Government  to  do  it  with  them,  I  think. 

The  Chairman.  If  they  had  lost  one  of  your  ships  dur 
operation  you  were  insured,  were  you  not? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  And  during  its  operation  it  was  protecte 
convovs  of  fleets  of  the  Navv  or  ox  these  other  nations  ai 
with  us. 

Mr.  Luckenbach.  Not  at  that  time. 

The  Chairman.  When  was  it? 

Mr.  Luckenbach.  The  first  pait  of  the  war. 

The  Chairman.  That  was  during  the  first  part  of  the  wai 

Mr.  Luckenbach.  Yes. 

The  Chairman.  In  1917? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  There  was  no  protection  to  those  ships 
time,  do  you  mean  to  say  ? 

Mr.  LucKENB.\cH.  Very  little.  We  had  one  ship  that  wei 
Far  East. 

The  Chairman.  Where  did  she  go? 

Mr.  Luckenbach.  I  think  to  China  and  Japan. 

The  Chairman.  If,  as  a  matter  of  fact,  it  cost  the  Gov 
much  more  than  it  actually  took  in  in  cargo  receipts  for  1 
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afforded  those  ships  operated  by  the  Shipping  Board,  you 
Mildn't  call  that  profiteering,  would  you  ? 

LiJCKENBACH.  I  tumed  over  a  profit  of  $1,769,000  to  them. 
««  was  no  loan:  that  was  a  profit. 

e  Chairman.  Do  you  take  into  consideration  the  cost  of  convoys 
other  things,  cost  of  insurance,  which  the  Government  carried 
li  upon  those  ships,  and  other  expenses,  in  figuring  out  whether 
^  is  a  profit  or  not,  including  naval  protection  ? 

r.  Luckexbach.  Ko  ;  1  have  no  means  of  figuring  that, 
e  Chairman.  Then,  if  those  are  to  he  charged  off  agains  that — 
c3o  you  think  that  it  is  proper  for  those  items  to  be  charged  off 
"nstit? 
r.  LucKENBAcii.  I  do  not  know  that  tliose  ships  had  convoys. 
The  Chairman.  Assuming  that  they  did,  don  t  you  say  it  was 
"oper  to  be  charged*  off  against  that  profit  ? 
^^tr.  LucKENBACH.  Yes. 

The  Chairman.  Have  you  had  any  other  controversies,  Mr.  Luck- 
^l>ach,  with  the  Shipping  Board? 

^Ir.  Li'CKEXRAcn.  We  have  had  numerous  controversies  with  the 
tapping  Board,  and  have  them  to-day. 

TPhe  Chairman.  Will  you  state  what  the  first  controversy  was  that 
^u  had  with  the  Shipping  Board,  who  you  had  it  witli,'and  who 
•^«  members  of  the  board  were  at  that  time? 
Mr.  Luckenbach.  How  is  that? 

The  Chairman.  Now,  give  us  the  first  difference  or  controversy 
*^at  you  had  with  the  Shipping  Board,  who  you  had  it  with,  and 
^lat  it  was  about,  and  who  cx)mprised  the  board  at  the  time. 

Mr,  Luckenbach.  The  first  disagreeable  controversy  we  liad  was* 
^  regard  to  the  increased  cx)st  of  ships. 

The  Chairman.  The  ships  that  you  were  having  built? 
Mr.  Luckenbach.  The  ships  that  we  purchased  from  the  Shipping 
^oard  and  that  we  were  building  at  the  time  that  they  were  re<iui- 
►itioned. 

The  Chairman.  All  right.    When  was  that,  or  about  when? 
Mr.  Luckenbach.  That  was  in  December  of  the  year  they  were 
Requisitioned.  • 

The  Chairman.  December,  1917? 
Mr.  Luckeniuch.  Yes,  1917. 

The  Chairman.  Do  you  mean  that  you  purchased  them  in  De- 
cember, 1917? 

Mr.  Luckenbach.  We  purchased  some  of  them  before  that,  if  I 
rememljer  aright. 

The   Chairman.  I   thought    the    Shipping    Board    requisitioned 
everything  that  Mas  under  construction. 
Mr.  Luckenbach.  They  did. 

The  Chairman.  And  that  they  did  not  dispose  of  it  until  after 
the  armistice? 

Mr.  Luckenbach.  Oh,  no.  They  sold  us  ships  and  then  we  in 
turn  chartered  them  to  the  Government,  just  the  same  as  they  took 
our  ships  that  were  afloat. 

The  LHAiRMAN.  Who  did  you  have  tlie  controversy  with — with 
«%hat  official  or  bureau ? 
Mr.  Luckenbach.  With  Mr.  Cuthell,  attorney  for  the  board. 
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Tlio  CuAiKMAX.  Did  anybody  else  participate  in  the  controv 

Mr.  LucKKXiucii.  So:  the  niost  of  mv  conversation  whs 
liim. 

The  Chairman.  And  was  it  over  a  legal  question? 

Mr.  LrcKEXBACH.  It  was  a  question  of  increased  cost  of 
ships.  lie  did  not  <^ive  the  man  that  made  the  turbine,  for  iiis 
any  inci'eased  cost  over  and  alK)ve  the  original  contract;  he  Ji 
^ive  the  Iniiler  man  anything  over  and  above  the  original  coi 
It  was  only  the  shinbuilder.  In  this  case  I  have  in  mind  then 
man  was  not  tlie  shipbuilder,  the  boiler  man  that  made  the  1 
was  not  the  shipbuilder.  Those  contracts  were  made  on  n  lum 
basis,  and  thov  had  to  stand.  The  <;ontracts  that  we  had  in 
that  they  commandeered,  on  other  auxiliaries,  for  lump  sum  am 
had  to  stand. 

The  C'haikmax.  Did  he  give  you  any  reason  why  the  in 
was  granted  to  the  shipbuilder? 

Mr.  Luckkxhach.  They  needed  him,  he  said. 

The  Chairmax.  They  what? 

Mr.  LrcKEXHACH.  They  needed  him. 

The  Chairmax.  They  needed  the  shipbuilder,  do  you  moan 

Mr.  Lu(^KEXiJACH.  Yes;  that  is  what  he  said. 

The  Chairmax.  What  shipbuilder  was  it? 

Mr.  LucKEXBACH.  The  Fore  River  Shipbuilding  Co. 

I'he  Chairmax.  Do  you  know  whether  or  not  that  is  a  sul» 
of  the  Bethlehem  ShipHniilding  Co.? 

Mr.  LrcKENHACH.  T  believe  so. 

The  Chairman.  Well,  do  you  think  that  the  mere  increase 
Fore  Ri>'er  Shipbuilding  Co.  on  two  hulls  that  they  were  coi 
ing  for  you  would  make  any  different'c  as  to  their  buildin 
for  the  (iovernment^ 

Mr.  LircKKXBACH.  1  had  more  than  two  hulls  under  const 

The  Chairmax.  At  Fore  River? 

Mr.  Ll  CKKNBACH.    Ycs. 

The  Chahimax.  Well,  how  many  hulls  did  you  have?  I 
have  six?  In  other  w-ords,  did  he  state  in  what  way  this  i 
of  cost  on  your  ships  being  allowed  to  th^  shipbuilder  was  g 
help  the  Shipping  Board,  or  how  it  would  succeed  in  gett 
services  of  that  concern  by  allowing  this  increase  of  cost? 

Mr.  Li  ckexbach.  No;  he  did  not. 

The  Chairmax.  He  simply  said  he  needed  them. 

Mr.  Luckexbach.  That  he  needed  the  shipbuilder. 

The  Chairmax.  Because  they  did  need  the  shipbuilder  it  v 
essary  for  him  to  run  up  the  cost  on  your  ships  ? 

Mr.  Li'ckexbach.  Yes. 

The  Chairmax.  And  the  boiler  maker,  and  the  engine  mai 
the  material  men  had  to  comply  with  their  contracts  which  h 
made,  at  the  original  figure? 

Mr.  LiTCKExa\cH.  That  is  right. 

The  Chairmax.  Did  anybody  else  in  the  Shipping  Board  i 
that,  or  did  you  just  get  that  information  from  the  atton 
the  Shipping  Board  and  turn  around  and  come  home,  or  < 
see  any  commissioner? 

Mr.  Luckexbach.  I  saw  Admiral  Bowles. 
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Chairman.   vVhat  did  he  tell  you  ? 
r.  LucKENB.xcH.  He  confirmed  everything  that  Mr.  Cuthell  did. 
"turned  me  right  back  to  Mr.  Cuthell;  said  that  he  had  charge 

e  Chairman.  Did  you  see  any  other  member  of  the  board? 

r.  LuCKENBACIf.    No. 


le  Chairman.  AVhat  do  you  know  as  to  foreign- fuel  and  bunker- 
K;    facilities  for  Government  ships  operated  by  private  operators? 
jSf  r.  LucKENBACii.  I  know  that  they  had  a  great  deal  of  difficulty 
_  fuel. 
le  Chairman.  Do  privately-operated  ships  have  that  difficulty? 
r.  LiKJKExnACH.  No. 

le  Chairman.  How  about  wharfage  and  terminal  facilities  for 
OAremment-operated  ships? 
^^^r.  LucKENBACH.  Where? 
"The  Chairman.  Here  in  New  York? 

3fcff  r.  LucKENBACH.  I  do  not  exactly  see  what  you  mean.    Do  you 
-^a,n,  do  they  have  any  difficulty  here  ? 
The  Chairman.  Yes. 
Mr.  LucKENBACH.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  whether  there  have  been  any  in- 
*^*«ases  in  dock  charges  recently  here? 

Mr.  LucKENBACH.  'I  think  the  dock  charges  have  dropped  some 
""^cently,  but  previously  they  were  very  high. 

The  Chairman.  Do  you  or  your  concern  own  any  piers  in  this 
i^icinity  ? 

Mr.  LucKENBACH.   No. 

The  Chairman.  Do  you  lease  any  ? 

Mr.  LucKENBACH.  it'c  lease  some. 

The  Chairman.  Did  you  sublet  them? 

Mr.  LucKENBACH.  Yes ;  we  sublet. 

The  Chairman.  To  the  Government? 

Mr.  LucKENBACH.  We  have  had  some  Shipping  Board  ships  at  our 
{>iers. 

The  Chairman.  Did  3^ou  sublet  them  to  the  city  of  New  York. 

Mr.  LucKENBACH.  No ;  we  sublet  from  the  city  of  New  York,  or 
'We  leased  from  the  city. 

Th^  Chairman.  You  lease  from  the  city  of  New  York? 

Mr.  LucKENBACH.  Ycs. 

The  Chairman.  And  then  you  permit  Shipping  Board  ships  and 
others  to  tie  up  there  ?  ^ 

Mr.  LucKENBACH.  Yes. 

The  Chairman.  Did  you  raise  the  rates? 

Mr.  LucKENBACH.  No ;  our  rate  is  established  by  the  dock  depart- 
ment at  3i  cents  per  ton. 

The  Chairman.  Oh,  the  rate  is  uniform  throughout  the  water 
front  here? 

Mr.  LucKENBACH.  Oh,  no ;  only  on  our  pier. 

The  Chairman.  Why  is  that? 

Mr.  LucKENBACH.  Because  I  had  a  row  with  the  city  administra- 
tion. 

The  Chairman.  A  controversy  with  the  powers-that-be  here  in  the 

city? 
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Mr.  LucKKNHACH.  Kight.  My  pier  is  operated  at  a  loss,  I  might 
add. 

The  CiiAiiiMAN.  Did  .you  take  over  the  lease  of  the  pier  that  vis 
held  by  the  city  of  New  York,  of  the  Hamburg-American  Line  dock 
here,  or  in  Brooklyn  ? 

Mr.  LucKENBACH.  Yes. 

The  Chairman.  You  still  have  them? 

Mr.  Llckenbach.  Yes. 

The  Chairman.  You  have  them  now? 

Mr.  LucKENBAcii.  ^'es;  and  pay  about  eight  times  more  than  the 
(lerman  line  paid  for  them,  and  for  flying  the  American  flag. 

The  Chairman.  Is  vour  rental  on  that  fixed  by  the  citv  authori- 
ties? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  Did  you  also  have  a  ship  being  built  in  Seattle. 
Mr.  Luckenbach? 

Mr.  Luckenbach.  Yes:  we  built  one  there. 

The  Chairman.  Was  it  the  Walter  Luekenbachi 

Mr.  Luckenbach.  Right. 

The  Chairman.  What  yard  was  that  being  built  in? 

Mr.  Luckenbach.  I  think  it  was  the  Seattle  Construction  Co. 

The  Chairman.  The  Seattle  Dry  Dock  and  Construction  Co.? 

Mr.  Luckenbach.  Yes :  I  think  that  was  the  name. 

The  Chairman.  Was  that  completed? 

Mr.  Li'CKENBACH.  Yes. 

The  Chairman.  Under  the  original  contract? 

Mr.  LuciceIstbach.  Xo;  1  think  there  was  a  slight  increase  there. 

The  Chairman.  Was  it  taken  over  by  the  Shipping  Board? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  Before  completion? 

Mr.  Luckenbach.  Oh,  yes:  while  under  construction,  and  it  was 
completed  by  the  Shipping  Board. 

The  Chairman.  Did  you  have  any  overcharges  or  overestimates  or 
contributions  to  baseball  clubs  or  other  similar  items  that  you  spoke 
of,  on  that  ship? 

Mr.  Luckenbach.  I  did  not. 

The  Chairman.  Have  you  settled  that  with  the  Shipping  Board! 

Mr.  Luckenbach.  Yes. 

The  Chairman.  With  Mr.  Cuthell? 

Mr.  Luckenbach.  No;  I  do  not  think  I  dealt  with  him  on  ihsA 
transaction. 

The  Chairman.  Was  that  after  his  connection  with  the  Shipping 

Board  ? 

Mr.  Luckenbach.  T  think  he  was  transferred  from  the  department 

that  I  first  met  him  in. 

The  Chairman.  You  settled  for  the  WaJfer  Luckenhnch  with  the 
Shipping  Board  satisfactorily  to  yourself? 

Mr.  Luckenbach.  Yes,  sir. 

The  Chairman.  At  a  slight  increase,  however,  in  cost? 

Mr.  Ta  CKKNBACH.  Yes,  sir. 

The  Chairman.  Which  you  felt  was  reasonable  and  justified? 

Mr.  Luckenbach.  I  did. 
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he  Chairman.  And  if  there  had  been  a  similar  increase  in  cost 
the  other  hulls,  built  on  this  coast,  you  would  have  been  glad  to 
3  adjusted  the  mater  on  the  same  basis? 
[r.  LucKENBACH.  I  Certainly  would. 

he  Chairman.  Other  than  those  items  which  you  have  indicated 
eing  charged  to  overhead  or  organization,  or  whatever  you  called 
hose  various  items  you  mentioned  awhile  ago,  welfare  items  and 
etic  items,  and  moving,  and  the  statement  Mr.  Cuthell  made  that 
7  needed  a  shipbuilder,  do  you  know  of  any  reason  why  that 
ter  should  not  have  been  adjusted  by  the  Shipping  Board  long 
? 

Ir.  LuCKENBACH.    No. 

'he  Chairman.  And  it  still  remains  to  be  settled  ? 

Ir.  LucKENBACH.  It  still  remains  to  be  settled. 

'he  Chairman.  Have  you  talked  with  any  other  officer  or  member 

;he  board  down  there  about  it  ? 

Ir.  LucKENBACH.  We  have  been  requesting  a  statement  in  regard 

these  overcharges  for  a  good  many  months,  and  last  April  they 

mised  to  give  us  the  items  that  made  up  the  increase  in  cost,  and 

are  still  waiting  for  it. 

'he  Chairman.  Who  made  that  promise  ? 

Ir.  LucKENBACH.  The  accounting  department. 

'he  Chairman.  Do  you  remember  whether  it  was  Mr.  Tweedale? 

Ir.  LucKENBACH.  No ;  I  do  not  think  it  was.     I  do  not  think  he 

I  there. 

'he  Chairman.  Was  it  Mr.  Abadie? 

Ir.  LucKENBACH.  No ;  I  do  not  recall  the  name  of  the  man. 

'he  Chairman.  Or  was  it  Mr.  Adamson? 

[r.  Li^cKENBACH.  I  do  not  recall  the  name. 

Tie  Chairman.  I  did  not  know  but  what  I  might  refresh  your  rec- 

ction.     Have  you  been  to  see  Admiral  Benson  about  this  1 

Tr.  LucKENBACH.   No. 

he  Chairman.  Did  you  ever  talk  with  Mr.  Payne  about  it? 

Ir.  LucKENBACH.   No. 

he  Chairman.  Did  you  ever  talk  with  his  assistant,  Mr.  Gillen, 
utit? 

Ir.  LucKENBACH.    No. 

lie  Chairman.  Did  you  ever  talk  with  Mr.  Hurley  about  it  ? 

Ir.  LucKENBACHt  Oh,  yes. 

"he  Chairman.  You  talked  with  Mr.  Hurley  ? 

[r.  LucKENBACH.  Yes. 

he  Chairman.  What  was  the  nature  of  the  conversation  with  Mr. 

rlev  ?     He  was  chairman  of  the  board  at  the  time,  was  he  not  ? 

[r.  LucKENBACH.  Ycs :  and  he  would  forward  me  right  back  again. 

ng  he  was  too  busy  with  other  things. 

he  Chairman.  Whom  would  he  send  you  to? 

[r.  LucKENBACH.  To  some  landlubber  attorney. 

he  Chairman.  And  that  is  all  the  talk  you  had  with  Mr.  Hurley 

>unted  to  ? 

T.  LucKENBACH.  That  is  all. 

he  Chairman.  Did  you  ever  talk  with  Mr.  Piez  ? 

r.  LucKENBACH.  Yes. 

he  Chairman.  What  did  he  say  ? 
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Mr.  LiTKENBAcn.  That  I  should  see  Mr.  Cuthell.     Each  one 
the  buck. 

The  (^HAiRMAX.  Did  you  ever  talk  with  Col.  (loethals? 

Mr.  Ll'C^KEXBACH.    Xo. 

The  Chairman.  Did  you  ever  talk  with  Mr.  Colby  when  he 
on  the  board,  Mr.  Bainbridf^e  Colby,  at  present  Secretary  of 
about  this  transaction  ? 

Mr.  LucKENBAcii.  T  think  T  had  a  talk  with  Mr.  Colby  onedtri 
regard  to  this. 

The  Chairman.  What  did  he  say? 

Mr.  LucKENBAcii.  He  referred  me  ri^fht  back  to  the  same 
some  attorney. 

The  Chairman.  Did  you  ever  talk  with  Admiral  Capps? 

Mr.  LUCKENRACII.    No. 

The  Chairman.  Did  vou  ever  talk  with  Mr.  Denman? 

Mr.  LucitENRACH.  Xot  about  this.    This  was  after  Mr.  Dei 
time. 

The  Chairman.  This  was  after  Mr.  Denman's  time? 

Mr.  Luckenbach.  Yes,  sir. 

The  Chairman.  You  have  recently  griven  out  an  interview- 
Mr.  LrcKENBACH.  I  liave  given  out  many. 

The  Chairman.  I  say,  you  have  recently  given  out  an  inter 
which  was  published  in  the  Nautical  Gazette,  expressing  some 
cisms  of  the  Shipping  Board  and  its  policy,  have  you  not? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  You  state  that  it  is  your  belief  that  "Ad 
Benson  is  sincere  in  evervthing  he  says  and  does,  but  he  is 
rounded  with  the  same  old  personalities  and  the  same  infli 
which  existed  under  the  previous  administrations  of  the 
Now :  do  you  mean  to  say  that  the  heads  of  the  various  branch*! 
the  Shipping  Board  are  the  same  as  when  Mr.  Goethals  and 
Denman  were  on  the  Board,  or  when  Mr.  Hurley  was  chairman «i 

Mr.  LucKKNBACH.  Oh,  no;  the  same  influences. 

The  Chairman.  And  you  say  "  he  is  surrounded  with  the  saDMj 
personalities  and  the  same  influence  which  existed  under  the  pi 
administrations  of  the  Board." 

Mr.  Luckenbach.  Well,  there  have  been  a  great  many 
during  the  existence  of  the  Shipping  Board. 

Tli(»  Chairman.  You  state  that  the  Luckenbach  Company 
abandoned  the  idea  of  renewing  its  service  to  Australia;  the  " 
ping  Board  has  made  that  impossible. 

Mr.  Luckenbach.  They  })ut  us  out  of  the  Australian  business. 

The  Chairman.  How? 

Mr.  Lt'ckenbach.  Bv  allocating  to  Mr.  Welding  Ring's  CompM! 
tliat  does  not  own  anything  in  the  American  ship  line,  17  allocatifli 
to  one  for  our  company.  They  made  a  monkey  of  us,  after  welu 
spent  a  great  many  thousand  dollars  to  establish  an  Austrati 
service. 

The  Chairman.  They  gave  you  cme  steamer  and  give  them  17! 

Mr.  Luckenbach.  Thev  gave  us  one  vessel. 

The  Chairman.  One  vessel. 

Mr.  Lt'ckenbach.  Yes.  At  that  time  we  did  not  get  all  steanv 
to  operate:  we  had  steamers  and  sailing  vessels  to  operate,  and d 
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we  our  competitor  17  sailing  to  our  one,  and  put  us  out  of  the 
LStralian  business.  They  can  make  of  break  anyone  they  take  a 
Mcy  to. 

■"he  Chairman.  Do  you  charge  that  there  is  any  corruption  in 
i-t  respect,  Mr.  Luckenbach? 

Mr.  Luckenbach.  No,  I  do  not  charge  that ;  I  do  not  know  that, 
rhe  Chairman.  Do  you  think  that  the  favoritism  is  the  result  of 
luence  or  something  else? 

Mr.  Luckenbach.  A  large  amount  of  it  is  owing  to  influence. 
The  Chairman.  Do  you  charge  that  it  is  done  with  an  intention 
injure  the  future  of  the  merchant  marine  of  America? 
Mr.  Luckenbach.  Judging  from  the  actions  of  the  Shipping  Board 
vard  existing,  old  established,  I  should  say,  steamship  companies, 
^y  have  thrown  every  obstacle  they  could  in  the  way  of  develop- 
iit  of  an  American  merchant  marine  by  old  established  concerns. 
t  will  give  you  an  instance.  We  went  in  the  Rotterdam  service, 
d  the  Shipping  Board  is  operating  several  Rotterdam  services.  I 
Tit  and  complained,  and  they  said,  "Well,  why  didn't  you  go  in 
s  business  before?"  I  said,  "The  reason  I  did  not  go  in  this 
siness  before  was  I  did  not  have  the  suitable  ships.  I  am  the  last 
in  to  get  my  ships  back  from  the  Shipping  Board;  in  fact  to-day 
iv  still  have  three  of  my  ships  that  have  not  been  returned  to  me. 
Sid  not  have  the  proper  ships  to  put  in  there.  When  I  did  get 
^  proper  ships  I  put  them  in  there.  Now,"  I  said,  "  I  have  pur- 
?ised  tonnage  from  you,  and  my  principal  opposition  is  the  man 
^t  sold  me  the  tonnage,  and  the  Aboard  that  was  created  to  foster 
5  and  encourage  me  and  help  me  in  every)  way,  and  instead  of 
ing  that  you  run  in  opposition  to  me,  and  I  am  here  to  ask  you 
tt  wherever  an  American  steamship  company,  a  reliable  steamship 
aipiiny,  will  furnish  enough  tonnage  to  cover  any  one  port,  I  want 
u  to  withdraw  your  opposition  and  assist  that  company,  and  let 
n  charter  your  vessels  whenever  he  needs  any  additional  tonnage." 
ley  said,  "Oh,  no,  we  can  not  do  that;  we  are  established  in  the 
^tterdam  service."  "Well,"  I  said,  "how  long  have  you  been 
^ablished  ? "  "  Why,  we  have  been  established  three  months." 
Veil,"  I  said,  "  that  is  a  very  long  time  to  be  established." 
They  still  continue  their  opposition  to  Rotterdam  and  have  in- 
cased it  by  adding  other  operators.  To-day  you  have  this  farce 
cing  you :  Shipping  Board  operators  underbidding  each  other  for 
B  trade  to  Rotterdam — a  fine  state  of  affairs!  There  is  almost 
)  much  tonnage  on  the  berth  for  the  service  to-day,  but  you  do 
t  find  that  any  of  the  allocations  to  the  favored  operators  have 
?n  taken  away  from  them.  Each  ship  they  operate  to-day  is 
ling  money,  and  they  still  continue. 

The  Chairman.  Are  you  the  only  one  of  the  old  established  oper- 
)rs  that  is  discriminated  against? 
Vfr.  Luckenbach.  No. 

The  Chairman.  Are  you  the  only  one  of  the  old  established  opera- 
's that  has  any  controversy  still  pending  with  the  Shipping  Board  ? 
Vlr.  Luckenbach.  Oh,  no. 

The  Chahiman.  What  other  concerns,  to  your  knowledge,  have 
m  discriminated  against  in  the  allocation  of  ships,  of  the  old  estab- 
led  operators? 
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Mr.  LucKENBACH.  I  think  that  they  have  all  been  discriminitol 
against. 

The  Chairman.  All  of  the  old  established  operators?  ■  ^ 

Mr.  LucKENBACH.  Yes.  I  ^ 

The  Chairman.  Mr.  Luckenbach,  do  you  believe  that  it  is  for  tk 
best  interests  of  the  merchant  marine  oi  the  United  States  for  us  to 
have  the  Shipping  Board  operating  ships  for  the  Government,  witk 
Uncle  Sam  paying  the  bills? 

Mr.  Luckenbach.  I  do  not.  There  is  only  one  way  that  I  think 
the  Shipping  Board  should  operate  ships,  and  that  is  to  charter  thei 
out,  get  their  montlily  pay  in  advance  the  same  as  I  would  do,  tk 
same  as  you  would  do  if  you  were  in  the  business ;  not  allocate  shipsti 
Tom,  Dick,  and  Harry  to  operate  on  a  commission  basis;  and  then  he 
should  be  guided  by  the  conference.  The  conference  is  composed  rf 
experienced  men,  as  a  usual  thing ;  we  now  have  some  of  the  incom- 
petent in  the  conference,  who  always  object  to  everything  const^u^ 
tive,  and  they  have  more  influence  with  the  board  than  the  shipowner 
has. 

The  Chairman.  Do  you  mean  a  spare  boat  charter? 

Mr.  Luckenbach.   i  es. 

The  Chairman.  You  think  that  would  be  better  for  the  upbuilding 
of  the  merchant  marine? 

Mr.  Luckenbach.  I  certainly  do. 

The  Chairman.  You  say  the  trail  of  favoritism  which  has  be« 
crossed  again  and  again  by  those  who,  like  ourselves,  have  honest^ 
endeavored  to  serve  the  best  interests  of  American  shipping  ispliia 
in  Washington.  It  leads  into  the  front  door  of  the  Shipping  Boari 
offices,  but  it  has  devious  turnings  before  it  gets  there.  The  mereai 
tyros  in  the  shipping  business  are  still  camping  on  the  job  at  Wash: 
ington  and  enjoying  the  favor  of  the  board.  They  maintain  sump- 
tuous apartments  there,  they  ride  around  the  capital  in  their  limon- 
sines,  and  they  keep  their  entertainers  to  show  shipping  Board  em- 
ployees a  good  time.  These  people  have  been  the  loudest  in  tbar 
complaints  when  any  constructive  criticisms  have  been  made  to  the 
board.  They  have  been  too  busy  chasing  around  the  country  to 
inform  themselves  of  our  real  marine  nee£. 

Have  you  got  any  facts  upon  which  you  base  that  statement? 

Mr.  Luckenbach.  Simply  the  hearsay  in  the  trade ;  that  is  aH 

The  Chairman.  Well,  that  is  rather  a  serious  indictment  to  mate 
against  a  great  Government  department  upon  hearsay  or  rumor,  is 
it  not,  Mr.  Luckenbach  ? 

Mr.  Luckenbach.  Well,  I  would  not  want  to  say  that ;  no. 

The  Chairman.  You  would  admit  that  you  are  a  prejudiced  critic, 
would  you  not? 

Mr.  Luckenbach.  No  ;  I  do  not  think  so. 

The  Chairman.  The  result  of  your  experience  with  the  board  has 
created  no  bias  or  preiudice  in  your  mind? 

Mr.  Luckenbach.  No  ;  I  am  perfectly  liberal  with  them. 

The  Chairman.  When  you  were  asked,  "  What  is  the  remedy  for 
these  conditions? "  vou  said,  "A  complete  new  deal  in  Washington.'' 
You  meant  in  the  Shipping  Board  ? 

Mr.  Luckenbach.  In  the  Shipping  Board. 

The  Chairman.  "Eliminate  the  persons  on  the  pay  roll  of  the 
board  who  are  there  to  hold  jobs  instead  of  to  serve  the  best  interesU 
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hole  country."  You  believe  that  there  are  important  offi- 
he  board  down  there  who  are  holding  their  positions  with 
ct  solely  in  view,  rather  than  to  serve  the  best  interests  of 
[itry? 

CKENBACH.  No ;  jou  onlj  have  two  there  now. 

FiAiRMAN.  You  are  referring  to  the  personnel  of  the  board, 

lo  you  mean  ? 

CKENBACH.    Yes. 

lAiRMAN.  Commissioner  Donald  and  Admiral  Benson? 

CKENBACH.    YcS. 

riAiRMAN.  And  do  you  think  that  they  are  there  simply  to 

r  jobs  rather  than 

CKENBACH.  Oh,  uo ;  I  think  they  are  fine  men. 
I  AIRMAN.  Well,  to  whom  were  you  referring  on  the  23d  of 
ast  when  you  made  this  statement? 
CKENB.\CH.  In  regard  to  the  new  deal  ? 

lAiRMAN.  In  regard  to  eliminating  the  persons  on  the  pay 
le  board  who  were  there  to  hold  their  jobs  rather  than  to 
best  interests  of  the  country. 

CKENBACH.  Why,  I  do  not  recall  any  names  just  at  present, 
vere  not  doing  very  much. 
FAiRMAN.  In  the  Shipping  Board? 
CKENBACH.  In  the  Shipping  Board. 

lATRMAN.  That  is  rather  a  customary  complaint  with  Gov- 
lepartments  in  general,  is  it  not,  Mr.  Luckenbach? 
CKENBACH.  I  havc  heard  so. 

AIRMAN.  Well,  have  you  ever  had,  prior  to  the  inauguration 
lipping  Board,  any  experiences  in  the  shipping  business 
your  ships,  or  controversies  with  officials  of  tne  United 
lich  have  resulted  in  your  not  having  a  good  record  among 
circles  that  you  know  of? 

CKENBACH.  No.     I  havc  always  fought  for  th   American 
he  past  25  years,  against  a  great  many  men  that  went  to  the 
Board  advocating — for  instance,  we  were  fighting  to  carry 
es  to  the  Panama  Canal — and  some  of  these  men  that  have 
irge  allocations  I  find  advising  the  Shipping  Board  to-day, 
he  carrying  of  supplies  to  the  Panama  Canal  in  American 
osed  the  extension  of  coastwise  laws  as  to  the  Philippines, 
ed  about  everything  that  was  ever  introduced  to  promote  an 
merchant  marine ;  they  are  some  of  the  people  that  have  re- 
^e  allocations  of  ships  to  operate  for  the  Shipping  Board. 
AIRMAN.  Would  you  say  that  there  is  nothing  in  your  ca- 
teamship  man,  or  in  the  experience  of  your  concern  during 
lyen  the  65  years,  which  might  be  the  basis  of  proper  dis- 
►n  on  the  part  of  the  Shipping  Board? 
:kenbach.  I  certainly  do.     Our  record  is  clean. 
AIRMAN.  Did  you  enter  any  objection  to  the  use  of  your 
transporting  troops  or  supplies  during  the  war? 
:jkenbach.  S'o. 

AIRMAN.  Or  returning  them  after  the  war? 
:;k£Nbach.  No. 

AIRMAN.  Did  you  attempt  in  any  way  to  interfere  with  the 
of  any  of  your  ships  by  the  Shipping  Board  during  the 
(1  they  were  receiving  these  profits,  as  you  say? 
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Mr.  LuoKENBAc^H.  Xo ;  we  assisted  them. 

The  Chairman.  On  the  contrary,  you  assisted  them? 

Mr.  Luckenbacii.  Yes. 

The  Chairman.  And  cooperated  with  them? 

Mr.  LucKENBACH.  We  did. 

The  Chairman.  Yoii  operated  your  own  ships  under  Government 
supervision  ? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  And  turned  over  the  profits.  Now,  there  was 
nothing  in  that  ojjeration  so  far  as  you  know,  or  so  far  as  you  hare 
ever  been  told  by  the  Shipping  Board,  which  may  be  the  basis  of  any 
discrimination  or  protracted  delay  in  settling  up  with  you  ? 

Mr.  Luckenbach.  None  at  all.  I  think  we  were  the  most  succes- 
ful  operators  the  Shipping  Board  has  ever  had. 

The  Chaikman.  Do  you  recall  having  any  controversy  or  troubk 
over  the  S.  S.  Eddington  at  Buenos  Aires  ? 

Mr.  LUCKKXHACH.    No. 

The  Chahjman.  Did  you  operate  a  steamer  by  that  name? 

Mr.  Luckenbach.  Yes;  we  had  a  Shipping  Board  ship  by  tliat 
name. 

The  Chairman.  Have  you  now? 

Mr.  Litckenba(;h.  I  don't  think  so. 

The  Chairman.  You  do  not  recall  anv  controversv,  voii  saw 
over  repairs  or  dry-docking  or  anything  of  that  sort  ? 

Mr.  LlJCKENlJACH.    No. 

The  Chairman.  Have  you  presented  your  claim  to  the  Shipping 
Board  for  adjustment  for  the  purchase  of  these  hulls  which  were 
constructed  under  a  contract  wliich  you  made  with  the  Sun  Ship- 
building and  the  Bethlehem  Shipbuilding  concerns,  prior  to  our 
entry  into  the  war? 

Ml'.  Luckenbach.  Yes. 

The  Chairman.  Have  you  presented  your  claim? 

Mr.  Lixkenbach.  Oh,  months  ago. 

The  Chairman.  What  is  the  sum  of  that  claim ;  what  is  the  total 
amount  ? 

Mr.  Luckenbach.  The  difference  in  construction  price,  you  mean! 

The  Chairman.  No:  I  mean  what  do  you  claim  is  the  proper 
figure? 

Mr.  Luckenbach.  Yes;  in  construction,  you  mean? 

The  Chairman.  Yes,  sir. 

Mr.  LiTCKENBACH.  About  $3,400,000. 

The  C^HAiRMAN.  That  is  a  proper  construction  cost? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  That  is  your  claim — that  is  your  figure  ? 

Mr.  Luckenbach.  Yes. 

The  Chairman.  $3,400,000. 

Mr.  Lickenbach.  Yes. 

Mr.  Kelley.  I  beg  your  pardon,  Mr.  (^hairman;  is  that  the  amount 
that  you  claim  is  due  for  the  construction  of  these  ships  or  the  dif- 
ference?   Is  this  your  claim  against  the  Government? 

Mr.  Lickenbach.  This  is  the  claim  against  the  Government. 

The  Chairman.  What  is  the  Government's  figure  for  that? 

Mr.  Luckenbach.  It  is  the  difference  between  the  Government's 
figure  and  our  figure. 
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Mr.  Kellet.  What  was  the  tonnage?    . 

Mr.  LucKENBACH.  About  12,000  tons. 

Mr.  Kelley.  That  would  mean  approximately  about  what  conbid 
price,  as  you  were  doing  business  in  those  daysf 

Mr.  LucKEXBACH.  I  think  she  ran  along  about  $130  a  ton. 

Mr.  KelxiEY.  Well,  that  would  be  about  a  million  and  a  half! 

Mr.  LucKENBACH.  ^'es. 

Mr.  Kelley.  As  the  contract  price? 

Mr.  LucKENBAcii.  Yes;  in  that  neighborhood,  I  should  think. 

Mr.  IvELijaY.  Weil,  now,  with  an  increased  cost  of  only  a  couple 
of  hundretl  thousand  dollars  it  would  seem  as  though  that  would  m- 
dicate  that  it  was  very  nearly  finished. 

Mr.  Lix'KENBAcii.  No;  1  do  not  think  she  was  over  50  per  cerf 
w-hen  requisitioned,  commandeered. 

Mr.  Keixey.  In  the  case  of  the  one  being  built  at  Fore  Biver,  tint 
was  how  large  a  ship? 

Mr.  Ijuckenbacii.  They  were  all  about  the  same  size. 

Mr.  Kelley.  And  how  nearly  completed  was  that  one? 

Mr.  LucKENBACH.  Why,  one  of  them  was  86  per  cent. 

Mr.  Kellp^y.  And  what  was  the  excess  charge  there? 

Mr.  LucKENBACH.  $523,000. 

Mr.  Kelley.  And  that  is  what  you  can  not  understand,  is  it  not, 
Mr.  Luckenbach? 

Mr.  LucKENBACH.  That  is  what  1  can  not  get  through  my  white 
head. 

Mr.  Kelley.  How  (me  ship,  only  50  per  cent  completed,  would  re- 
quire only  $200,000  in  excess  costs,  while  the  other,  85  per  cent  com- 
pleted, with  all  of  its  machinery  in,  probably,  took  $500,000  more  to 
complete  ? 

Mr.  LucKENBACH.  Yos ;  it  was  about  $500,000,  the  way  I  remember 
it. 

Mr.  IvELiJiY.  In  the  case  of  the  Walter  LuckevJbach^  did  the  Gov- 
ernment change  your  contract  to  a  cost-plus  arrangement? 

Mr.  LucKENBACH.    No. 

Mr.  Kelley.  On  what  basis  did  it  finish  up  that  ship  out  there! 

Mr.  LucKENBACH.  The  original  basis,  with  some  increase  in  labor 
and  a  f  ew^  extras,  but  the  ship  was  not  completed  on  a  cost-plus  basis.  1 

Mr.  Keli.ey.  They  held  to  your  original  contract? 

Mr.  Lucio:nbach.  They  did. 

Mr.  Kelley.  And  only  made  the  increases,  taking  it  up  from  the 
point  where  the  Government  took  it  over? 

Mr.  LucKENBACH.  Yes ;  and  I  was  willing  to  pay  for  any  increased 
cost. 

Mr.  Kellky.  Do  you  know  whether  or  not  the  Seattle  Construction 
&  Dr^'^  Dock  Co.  would  have  lost  money  on  this  ship  if  they  had  fin- 
ished it  under  your  contract? 

Mr.  LucKENBACir.  No ;  I  do  not  know  that ;  but  they  did  say  about 
the  Fore  Kiver  ships,  that  they  were  struck  with  the  original  con- 
tract. 

Mr.  Kelley.  Well,  the  Government  took  over  this  plant  at  Seattle 
entirely,  did  it  not  ? 

Mr.  LucKENBACH.  I  did  not  know. 

Mr.  Kelley.  It  took  over  the  plant  of  the  Seattle  Construction  Co. 
outright,  did  it  not? 
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^ucKEXBACH.  I  did  iiot  know.     It  was  Todd's  company ;  Todd 
man  that  was  at  the  head  of  it. 

VELLEY.  Well,  that  property  eventually  passed  to  the  Govem- 
i  some  form. 
1.1  CKENBACH.  No ;  I  did  not  think  so.    I  may  have  the  name 

ivKLLEY.  No;  I  think  not.    The  Seattle  Construction  &  Dry 

Jo. — the  Government   finally   closed  that   plant   down,   and 

the  property  over  to  another  firm  adjoining  it.    Were  you 

re  at  all,  to  see  about  this  property  ? 

^ucKENBACH.  No ;  I  have  never  seen  the  place. 

lvelley.  And  you  do  not  know  whether  the  Seattle  Construc- 

.  was  in  failing  circumstances  ? 

^ircKENBACH.  No  ,*  I  do  not. 

iiiLu-iY,  As  a  result  of  some  of  these  contracts  which  they  had 

V  ways? 

juckenbach.  No  ;  I  did  not  know  that. 

Celley.  Whether  yours  was  one  of  them  or  not? 

^ucKENBACH.  I  could  not  tcU  you  that. 

[^^ELLEY.  When  was  your  ship,  the  Walter  Luckenhach^  com- 

Li  CKENRACH.  I  Can  give  you  the  date  of  the  contract,  but  I 
^  memorandum  here  of  when  she  was  completed.  The  con- 
as  February  9,  1916.  You  did  not  ask  me  anything  about 
tioning  the  ships  that  ITncle  Sam  used  and  abused. 
Kelley.  Just  a  minute,  we  will  see  if  we  can  not  finish  up 
liis  matter 

-lUCKENBACH.  Oh,  I  thouglit  you  were  through. 
Kelley.  No;  not  quite.     In  the  case  of  the  Bethlehem  con- 
hat  was  the  date  that  you  placed  that  contract? 
L/UCKEKBACH.  December  4,  1915,  and  December  4,  1916;  there 
ro  of  them  on  that  date. 
Kelley.  Was  that  contract  changed  ? 

LUCKENBACH.    YeS. 

Kelley.  So  that  the  Government  paid  its  cost  from  the  be- 

LucKENBACH.  Well,  that  is  what  I  am  trying  to  find  out — 

gy  made  up  this  amount.    I  have  not  found  it  out  yet. 

Kelley.  1  thought  you  were  permitted  to  audit  the  books  of 

ipany? 

liUCKENBACH.  Oh,  yes ;  but  I  mean  from  the  Shipping  Board. 

Kelley.  Could  you  not  tell  from  auditing  the  books  of  the 

iver  Co. 

LuCKENBACH.    YcS. 

Kelley.  How  much  the  Government  had  paid  for  this  ship  ? 
LiUCKENBACH.  I  think  that  the  increased  cost  went  right  back 
l)eginning. 

5elley.  That  is  what  T  want  to  know.    Did  it  ? 
L/uckenbach:  I  think  so.  •      -         ^ 

Kelley.  Did  your  auditor  find,  from  the  examination  of 
>ks  of  the  Fore  River  Co.,  that  although  this  contract  was 
cent  completed  when  the  Government  took  it,  nevertheless, 
ing  with  the  Fore  River  Co.  the  Government  allowed  them 
:  of  that  ship  from  the  beginning  ? 


/ 
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Mr.  LucKENBACH.  Yes. 

Mr.  Kelley.  How  much  would  that  save  the  Fore  River  S 
building  Co.? 

Mr.  LucKENBACH.  I  do  not  know  that.    They  claimed,  one 
that  they  were  stuck — this  was  previous  to  the  commandeehn^ 
der— that  they  were  stuck  $150,000  to  $200,000  a  ship. 

Mr.  Kelley.  The  Fore  River  people  were  stuck  $200,000  on 
basis  of  the  original  contract? 

Mr.  LucKENBACH.  Yes. 

Mr.  Kelley.  And  the  Government  took  that  off  their  hands, 
say? 

Mr.  LucKENBACH.  Ycs. 

Mr.  Kelley.  And  allowed  them  the  cost  of  the  ship,  plus  a  \ 
of  10  per  cent  or  whatever  it  was  fixed  at? 

Mr.  LucKENBACH.  Ycs. 

Mr.  Kelley.  On  the  entire  cost  of  construction  ? 

Mr.  LucKENBACH.  On  the  entire  cost. 

Mr.  Kelley.  And  in  your  judgment  that  is  what  make 
$500,000  extra  cost? 

Mr.  LucKENBACH.  That  makes  the  $500,000. 

(At  this  point  the  committee  took  a  short  recess.) 

STATEliENT  OF  ME.  WILLIAM  H.  DENMAK. 

Mr.  Denman.  Mr.  Chairman,  if  I  may  interrupt  you  for  a  mc 
during  the  course  of  this  examination;  this  is  Mr.  William  Der 
I  was  the  first  chairman  of  the  Shipping  Board. 

I  am  in  New  York  for  a  few  days.  I  understand  that  it  i 
intention  of  the  committee  to  call  various  chairmen  and  memlx 
the  board-  during  the  course  of  this  investigation.  I  want  to 
such  information  as  you  may  desire  to  have  from  me,  and  ask  y 
it  is  the  intention  of  the  committee  to  examine  us  or  examine 
any  time,  that  if  it  is  within  your  power  of  accommodation  to 
program,  you  ask  me  while  I  am  in  rfew  York  here  on  this  trip 
home  is  in  San  Francisco,  and  my  practice  and  my  business 
tween  there  and  Oregon,  and  it  is  rather  difficult  for  me  to  leaA 
come  on  here. 

The  Chairman.  Mr.  Denman,  I  would  like  to  state  that  the 
mittee  hopes  to  examine  all  the  former  officials  of  the  Shi 
Board,  including  the  members  of  the  board,  but  at  this  stage  ( 
inquiry  we  do  not  feel  that  we  are  prepared  or  ready  to  und 
that  examination.  It  was  our  expectation  that  we  would  he 
members  of  the  board  in  Washington,  very  likely  immediate! 
lowing  the  Christmas  and  New  Year  recess  of  Congress.  Wh 
would  like  to  accommodate  you  in  every  way  possible,  I  do  m 
that  our  program  is  so  arranged  at  present  that  we  could  und 
to  examine  you  along  the  lines  that  we  might  later  determ 
inquire  about. 

1  appreciate  that  you  are  on  the  Pacific  coast  and  that  it  wo 
a  very  long  and  tedious  journey,  but  I  do  not  believe  that  we 
possession  of  much  information  which  we  feel  we  ought  tc 
before  we  undertake  to  interrogate  the  higher  officials  of  the 
I  understand  you  expect  to  leave  town  this  evening? 
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•.  Denman.  I  expect  to  leave  this  evening  or  to-morrow,  but  I 
be  on  the  coast  here  for  a  period  of  two  or  three  weeks,  and  it 
during  that  period  that  I  hoped  you  would  be  able  to  find  time 
amine  me.  Of  course,  I  have  been  in  investigation  work  of  this 
myself,  and  I  understand  how  necessary  it  is  to  build  up  your 
ram  and  make  your  combination  as  it  is  built  up. 
le  Chairman.  If  you  will  tell  us  when  you  expect  to  go  back  to 
^acific  coast,  we  are  going  to  be  here  for  three  weeks  and  it  is 
ble  that  we  might  temporarily  suspend  and  give  a  day  or  two 
quiring  of  ycfu,  so  as  to  save  you  the  necessity  of  a  special  trip 
s  the  country.  But  we  could  not  do  it  in  the  immediate  future, 
.  quite  sure.  If  you  could  give  us  any  idea  of  when  you  intend 
i  west  we  would  try  and  accommodate  you. 

\  Dexman.  I  will  be  here  until  the  1st  of  December,  and  will  be 
een  the  Biltmore  and  the  Shoreham  Hotel  in  Washington  up 
lat  time. 

le  Chairman.  Until  December  1.  Well,  you  see,  that  is  about 
ays.  "■ 

[•.  Dexman.  Is  it  that  close?     1  had  not  realized  it  was  that 

• 

:.  Kelley.  Quite  close;  this  is  practically  the  20th. 

•.  Denman.  I  feel,  Mr.  Chairman,  the  actual  accomplishments 

le  lx)ard  in  the  way  of  shipbuilding  arose  out  of  policies  that 

litiatcd  very  largely. 

e  Chairman.  Yes,  sir. 

\  DenaYan.  We  did  not  get  into  the  building  of  many  ships 

le  brief  time  that  I  was  there.    It  may  be  that  in  laying  your 

dation,  an  outline  of  those  policies,  what  we  started  to  do,  may 

■  some  help  to  you  as  a  preliminary  opening  for  the  other  in- 

ccations  you  intend  to  make.    There  has  been  a  great  misappre- 

on  as  to  that.    Manv  things  have  been  misunderstood,  and  of 

5C  we  are  anxious  to  present  those  facts. 

e  Chairman.  And  the  committee  is,  of  course,  anxious  to  have 

.    I  can  onlv  say  this,  that  if  it  is  possible  we  will  endeavor  to 

you  before  l)ecember  1st. 

•.  Denman.  Thank  you,  sir. 

TESTIMONY  OF  EDOAB  F.  LTJCKENBACH— Eesnmed. 

le  Chatr^ian.  I  believe  you  have  some  further  questions  of  Mr. 
enbach,  Mr.  Kelley? 

•.  Kelley.  Has  your  experience  with  the  Shipping  Board,  Mr. 
enbach,  been  uniform  from  the  beginning,  as  to  discrimination 
it  you,  do  you  think? 

•.  LucKENBACH.  From  the  A^ery  beginning  of  the  allocation  sys- 
My  first  complaint  was  when  we  had  the  Dutch  ships  here, 
they  allocated  to  Funch,  Edye  &  Co.,  owned  by  the  Cunard 
nship  Co.,  some  of  the  Dutch  ships  to  operate,  when  Americans 
I  here  to  do  the  business.  The  Cunard  Steamship  Co.  is  thor- 
ly  British. 

•.  Kelley.  Has  vour  investigation  of  the  situation,  in  an  at- 
t  to  satisfy  yourself  perhaps  as  to  why  you  were  discrim- 
d  against,  enabled  you  to  locate  the  exact  trouble? 
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Mr.  LucKENBACH.  Xo ;  and  I  have  tried  hard.  I  fc 

Mr.  Kklley.  You  have  intimated  that  it  was  a  desire  on  the  (tilemn^ 
of  somebody  to  favor  foreign  shipping?  I  fc 

Mr.  LucKENBACii.  Yes.  The  Shipping  Board  was  full  of  Wtr 
eiders.  I  U 

Mr.  Kelley.  You  mean  the  members  of  the  board?  I  1 

Mr.  LucKENBACH.  No,  no;  I  mean  the  men  located  at  45  Broil  ){ 
way,  operating.  I  V 

Mr.  Keli.ey.  Just  whom  have  you  in  mind  now?  Wemi^il  \| 
well  be  as  plain  as  we  can  about  this,  Mr.  Luckenblich.  Ik'. 

Mr.  LucKENBACH.  Mr.  Clegg,  for  instance,  a  British  subject;  IftBiEJ 
Sharp,  his  assistant,  a  British  subject.  II  \ 

Mr.  Kelley.  What  positions  did  they  hold  with  the  ShipfOll  ] 
Board  ?  leo^ 

Mr.  LiJCKKNBACH.  They  were  in  the  operating  division.         I  ) 

Mr.  Kelley.  And  they  had  to  do  with  determining  who  smM  i 
have  ships,  did  they? 

Mr.  LucKENBACH.  No ;  they  were  operating  ships. 

Mr.  Keli^y.  They  were  operating  ships? 

Mr.  LucKENBACH.  They  were  not  in  tne  allocation  division.      I 

Mr.  Keli^y.  They  were  the  Government's  representatives  in  4i| 
division  of  operations? 

Mr.  LucKENBACH.  Yes. 

Mr.  Kelley.  In  this  port? 

Mr.  LucKENBACH.  Yes.    Then  we  had  Mr.  Love,  who  was  to] 
P^urnisG  With3\    I  think  Mr.  Love  is  an  American.  ,  1 

Mr.  Kelley.  But  is  he  connected  in  some  way  with  foreign  dap-j 
owners  ? 

Mr.  LucKENBACH.  Ycs. 

Mr.  Kelley.  What  nation? 

Mr.  LucKENBACH.  British. 

Mr.  Kelley.  All  riffht,  go  ahead,  Mr.  Luckenbach.    Who  else! 

Mr.  Luckenbach.  1  do  not  recall  the  names  of  the  other  men. 

Mr.  Kelley.  Your  complaint  is  morcagainst  men  who  might  pd-j 
sibly  be  interested  in  foreign  shipping  connected  with  the  foardit 
the  port  of  New  York  than  at  headquarters  in  Washington  or  Phili- 
delphia  ? 

Mr.  Lickenbach.  My  complaint  is  both  at  New  York  and  Wisb- 
inffton. 

Air.  Kelley.  Do  you  know  of  any;  have  you  in  mind  some  pa^ti^ 
ular  officials  in  Washington,  who  by  interest  would  possibly  beii- 
clined  to  favor  a  foreign  flag? 

Mr.  Luckenbach.  No  :  I  have  not. 

Mr.  Kelley.  And  in  this  article  which  you  wrote,  intimating  of 
stating  that  the  foreign  interests  were  controlling,  you  had  in  bSw 
particularly  the  port  of  New  York? 

Mr.  Luckenbach.  The  port  of  New  York. 

Mr.  Kelley.  Do  you  remember  who  were  on  the  original  allocit' 
ing  committee? 

Mr.  Luckenbach.  No,  I  do  not. 

Mr.  Kelley.  Was  Mr.  Franklin  on  that  committee! 

Mr.  Li  chenbach.  No;  he  did  not  have  anything  to  do  with  iB^ 
cations,  I  do  not  think. 


SHIPPIXO   BOARD   OPKTIATIOXS.  2603 

Keij^ky.  Was  there  not  a  committee  called  the  ship  control 
Lttee,  upon  which  Mr.  Franklin  served? 

LucKEXBACH.  Yes ;  but  I  do  not  think  they  had  anything  to 
:h  allocations. 

Keu^y.  What  was  the  committee  having  control  of  the  ships  ? 

LucKKENBACH,  I  think  it  was  operations. 

Kelley.  That  was  after  they  were  allocated  ? 

LucKEXBACH.  Yes. 
.  Kelley.  Who  would  be  directly  responsible  for  the  appoint- 
ft,  in  operations,  of  an  allocating  committee,  the  head  of  the  di- 
i  of  operations  at  Washington  ? 

.  LucKEXBACH.    YcS. 

.  Keli.ey.  Now,  Mr.  Rossiter  was  at  the  head  of  the  division  of 
tions. 

.  LucKEXBACH.  Ycs ;  but  that  was  only  a  short  time  ago. 
.  Keltj=:y.  Then  your  troubles  date  farther  back  than  that  ? 
.  LucHEXBACH.   1  cs.    Mr.  Carey,  I  think,  was  the  first  man. 
.  Kelley.  Under  his  administration  do  you  think  that  there 
avoritism  in  favor  of  the  British  ? 
.  LucKEXBACH.  Ycs ;  in  favor  of  the  British  agents. 
.  Kelley.  I  understand. 

.  LucKEXBACH.  Thc  men,  as  I  have  said  before,  that  had  always 
;ed  every  move  to  promote  an  American  merchant  marine,  have 
the  ones  that  have  oeen  favored  under  those  allocations. 
.  Kelley.  Have  you  a  theory  that  in  some  sort  of  an  insidious 
foreign  shipowners  have  worked  into  a  position  of  control  here, 
the  hope  or  expectation  of  destroying  or  crippling  the  American 
and  the  business  which  thev  were  to  receive  ? 
.  LucKEXBACH.  I  havc  that  idea.  You  take  men  in  New  York 
Y  that  are  operating  foreign  ships,  with  the  Shipping  Board 
,  and  that  should  never  be  allowed.  Thev  should  have  an  Ameri- 
rganization  and  run  American  ships  only,  and  not  foreign  ships 
mection  with  American  ships. 

.  Kelley.  What  companies  that  you  have  in  mind  are  operating 
)oth  foreign  and  Shipping  Board  ships? 

LircKEXBACH.  The  Kerr  Steamship  Co.,  Barber  &  Co.  I  would 
to  look  at  the  advertisements,  there  are  so  many  of  them  now. 
.  Kelley.  Under  this  system  which  has  been  adopted  by  the 
>ing  Board,  the  commission  basis,  whereby  all  the  expenses  of 
rs  and  maintenance,  everything,  is  borne  by  the  Government  of 
nited  States,  that  wouM  lend  itself  very  comfortably,  would  it 
4r.  Liickenbach,  to  your  theory? 
.  LucKEXBACH.  It  all  dovetails  together. 

.  Kelley.  If  there  was  a  flat  charter  rate  and  they  had  to  pay 
e  expenses  of  operating  one  of  these  ships  it  would  make  a  great 
ence  whether  these  ships  were  tied  up  at  the  docks? 

.  LucKEXBACH.  It  would.  that  would  eliminate 

.  KELiiEY.  Or  whether  they  were  spending  a  much  larger  sum 
ipplies  than  they  should,  or  for  repairs  than  they  should. 
.  LucKEXBACH.  Instead  of  losing  millions  every  week,  as  they 
)-dav,  you  would  cut  that  down:  vou  would  make  a  profit  in- 
of  losing  money. 
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Mr.  IvKLiJ-iY.   If  they  liad  to  pay  for  thoir  crew  and  the  exi>ensft<(!i 
the  ship  whik  it  was  tied  at  the  dock  it  wouhl  make  a  diffe: 
about  whether  they  sliouhl  operate  that  ship  or  not^ 

Mr.  Lu(  KENBACH.   It  cei-tainly  would.    They  would  f^t  these 
around  much  quicker,  if  th(\y  were  paying  on  a  per  diem  basis. 

Mr.  Kelj.ky.  And  with  any  operator  who  was  trying  to  prej 
the  American  ship  in  favor  of  his  British  ship,  or  French  ship.*; 
whatever  ship  he  might  be  operating,  he  would  find  this  system  v 
the  ^^hipping  Board  has  adopted  just  to  his  tasie? 

Mr.  llucKKNBACH.  Just  wluit  he  wants.     Vou  will  see  instances 
a  British  shij>  lying  on  one  side  of  the  dock  and  an  American 
lying  on  the  other  side  of  the  <lock,  both  being  operated  by  the 
operator,  and  bound  for  practically  the  same  ports. 

Mr.  Kklley.  Tender  your  theory  the  British  ship  would  get 
much  before  the  American  ship? 

Mr.  LucKENBACH.  I  think  so. 

Mr.  Keij.ey.  ^Vnd  is  that  your  observation,  as  well  as  your  theorr 

Mr.  LucKENBACH.  Xo  I  1  can  not  sav  it  is.     I  have  not  checl 

that  up. 

Mr.  Keij.ey.  Then  this  really  is  not,  in  your  judgment,  any 
tility  to  you  personally,  but  your  theory  is  that  the  foreign  influi 
have  worked  into  the  subordinate  employees  of  the  board? 

Mr.  LucioiiNBACH.  Xo ;  I  think  it  is  personal.     That  is  just  wW 
think  it  is,  personal  in  my  case. 

Mr.  Kelley.  T  had  an  idea  that  you  were  putting  the  larger 
ahead  of  the  personal  side. 

Mr.  LucKENBACH.  No ;  I  do  not. 

Mr.  Keli^y.  That  what  certain  people  were  tiying  to  do  was  to 
stroy  the  American  merchant  marine? 

Mr.  LucKENBAcn.  Yes. 

Mr.  Kelley.  And  you  were  only  an  incident. 

Mr.  LucicENBACH.  I  am  only  one  of  them. 

Mr.  Kelley.  Well,  you  are  only  an  incident. 

Mr.  LucKENBACH.  A  small  toad  in  a  big  puddle. 

Mr.  Kelley.  It  is  not  because  they  dislike  you  personally? 

Mr.  LucKENBACH.  No ;  I  believe  that  they  would  love  to  destroy 
and  destroy  the  American  merchant  marine,  too. 

Mr.  Kelley.  Well,  you  do  not  think  that  Admiral  Benson  wobH 
do  that? 

Mr.  LucKENBACH.  Xo ;  I  do  not,  not  for  a  moment. 

Mr.  Kelley.  Do  you  think  Mr.  Hurley  would? 

Mr.  LucKENBACH.  Xo ;  I  do  not. 

Mr.  Kelley.  Or  Mr.  Piez. 

Mr.  LucKENnAc^I.  No.  Xo;  it  is  the  other  men  in  the  board, W^ 
the  head  men.  ' 

Mr.  Keli.ey.  How  about  Capt.  Foley? 

Mr.  LucKENBACH.  Xo  I  I  do  not  think  that  he  would.  This  is 
mostly  done  in  the  allocation  division. 

Mr.  Kelley.  What  you  mean  is,  that  the  Government  has  mades! 
agents  for  the  operation  of  these  ships,  men  whose  foreign  interest 
would  outweigh  the  American  interests  and  they  would  destro; 
American  shipping  if  they  could. 

Mr.  LucKENBACH.  Men  who  have  been  for  years  representing  foi 
eign  owners,  foreign  interests,  have  fought  everything  American. 
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Mr.  KeLtLey.  Well,  now  then,  Mr.  Luckenbach,  those  men  could  not 

;  these  ships  unless  somebody  f^ave  them  to  them. 

Mr.  LrcKENRACH.  No;  and  you  i^et  right  back  to  that  allocation  de- 

rtment,  that  is  where  they  get  tlie  ships. 

Mr.  Kei.ley.  Is  not  Mr.  Foley  in  charge  of  the  allocation  of  the 

.ps? 

Swr.  LUCKENRACH.    Xo. 

Mr.  Keixey.  Mr.  Foley  is  at  the  head  of  the  division  of  operations 
the  ships.     He  has  charge  of  all  these  Shipping  Board  ships? 
Mr.  Luckenbach.  The  allocation  department  or  division  and  the 
crating  division  are  two  different  divisions. 
Mr.  Kelley.  Do  you  know  Mr.  Tennant  ? 
Mr.  Lttckenbach.  No. 

!Mr.  Keij.ey.  Is  not  the  allocation  section  a  part  of  the  division  of 
erations? 

IMr.  Luckenbach.  I  do  not  think  so. 
Mr.  Kelley.  Do  you  know  Mr.  Eggers? 
Mr.  Luckenbach.  No. 

Mr.  Kelley.  Do  the  other  American  ship  men  feel  the  same  way 
out  this  that  you  do,  Mr.  Luckenbach,  as  far  as  your  conversa- 
^n  with  them  goes? 
Mr.  Luckenbach.  Yes. 

Mr.  Kelij^:y.  And  they  have  the  same  theory  as  to  the  cause? 
Mr.  Luckenbach.  I  never  spoke  to  them  on  that  line. 
Mr.  Kelley.  Do  you  know  whether  many  of  these  operators  that 
»\i  speak  of  who  have  been  getting  ships  in  large  numbers  are  also 
terested  in  repair  plants,  tugboat  companies,  stevedore  companies, 
ip  chandlery  companies,  dock  companies,  and  general  supplies? 
Mr.  Luckenbach.  I  have  heard  so. 

Mr.  Kelley.  Well,  you  know  the  shipping  business  in  New  York 
^€tty   well,  Mr.   Luckenbach?      You   know   where  the   shipping 
'^ney  is,  do  you  not  ? 
Mr.  Luckenbach.  Yes,  sir. 

Mr.  Kelley.  Well,  what  is  your  opinion  about  that? 
Mr.  Luckenbach.  I  think  some  of  them  are  connected  up  with 
great  many  subsidiary  companies  that  work  for  the  Shipping 
oard  ships. 

Mr.  Kelley.  Have  you  had  to  repair  any  of  the  Shipping  Board 
dps  since  you  have  operated  them  ? 
Mr.  Luckenbach.  A  few. 

Mr.  Kelley.  Who  surveyed  the  ships  for  repair? 
Mr.  Luckenbach.  I  do  not  know. 

Mr.  Kelij^.y.  Well,  you  have  a  repair  yard  of  your  own? 
Mr.  Luckenbach.   i  es ;  we  have  a  repair  plant. 
Mr.  Kelley.  And  that  is  the  onlv  subsidiarv  of  any  of  the  kinds 
at  I  have  named  here  that  you  do  operate? 
Mr.  Luckenbach.  Yes ;  and  we  have  had  that  for  25  years. 
Mr.  Kelij^.y.  And  you  treat  these  Shipping  Board  ships  just  the 
me  as  you  do  your  own? 
Mr.  Luckenbach.  Just  the  same  as  our  own. 
Mr.  Keli^y.  Now,  while  of  course  I  am  not  saying  that  anybody 
ould  do  it,  under  the  practice  that  you  are  obliged  to  conform 
with  reference  to  repaire,  owning  the  yard  yourself  and  the  Gov- 
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eminent  paying  for  the  repairs,  would  there  be  an  opportunity  rfj 
taking  advantage  of  the  Government  through  that  d<x)r? 

Mr.  LucKENBACH.  It  could  be  done. 

Mr.  Kelley.  The  temptation  would  alwavs  be  there  to  do  iLJ 
wouldn't  it  ? 

Mr.  Li^CKENBAcif.  Yes. 

Mr.  Kelij^iy.  And  if  a  cori>oration  had  many  of  these  other  ad^l 
sidiary  companies  also,  not  only  i^epair  companies  but  supply  ea- 
panics  of  all  kinds,  and  stevedore  and  tug  companies 

Mr.  LucKEXBACii.  Yes.     As  an  owner  consigning  ships  in  tor^ 
ports,  1  would  not  cx)nsiirn  my  ship  to  a  man  that  had  eve 
there  to  get  all  the  milk  out  of  the  cocoanut. 

Mr.  Kklley.  Decause  he  could  not  act  as  your  agent  and  deal  wift 
himself  except  to  your  disadvantage? 

Mr.  LicKENBACH.  That  is  the  way  I  figure  it. 

Mr.  Keixey.  And  in  every  case  where  an  operator  has  a  subsi 
company  with  which  he  is  obliged  to  deal  as  the  agent  of  the  Got- 
ernment,  the  temptation  is  always  present  to  benefit  his  persod 
business  to  the  disadvantage  of  the  Government? 

Mr.  Luckenbach.  Yes,  sir;  the  temptation  is  there. 

Mr.  Keli.ey.  Now,  speaking  as  a  business  man,  is  the  conM 
which  the  (iovernment  enters  into  so  drawn  that  it  would  protot 
you  if  you  were  in  the  place  of  the  Government,  to  your  satisiac&ii 
against  these  conditions  which  I  am  talking  about? 

Mr.  Luckenbach.  No  ;  it  is  not. 

Mr.  Keijjsy.  And  in  your  judgment  would  any  prudent  b 
man  make  the  kind  of  contract  with  ship  operators  for  the  handlii| 
of  all  the  ships  that  the  Government  makes  with  operators? 

Mr.  Luckenbach.  He  would  not. 

Mr.  Kelley.  Is  that  the  general  opinion,  in  your  judgment,  of  At 
ship  operators  that  you  know  ? 

Mr.  Luckenbach.  That  is  the  opinion  of  the  ship  owner,  notrf 
the  operator. 

Mr.  Keijjcy.  I  understand — the  ship  owner,  the  man  who  hastb 
property. 

Mr.  Luckenbach.  The  operators  are  in  the  majority,  you  know! 

Mr.  Kelley.  Yes,  I  understand  that,  because  a  large  number  of 
smaller  oi)erating  concerns  have  come  into  existence  lately? 

Mr.  Luckenbach.  Yes:  and  if  the  Shipping  Board  goes  on  th 
way  it  is  to-day,  instead  of  having  two  failures,  as  you  have  had  this 
week,  you  will  have  a  gi'eat  many  failures  every  week. 

Mr.  Kelley.  Well,  there  is  not  much  danger  of  these  oorporatiotf 
failing  that  are  oi)erating  Shipping  Board  ships,  if  they  take  advin- 
tage  of  all  the  opportunities,  is  there? 

Mr.  Luckenbach.  You  have  had  two  failures  this  week  of  Ship 
ping  Board  operators. 

Mr.  Kelley.  There  is  just  one  other  thing,  going  back  to  what' 
think  you  held  was  profiteering  on  the  part  of  the  Government 
just  want  one  observation  about  that  from  you.  Your  complain 
was,  as  T  recollect  vour  statement,  that  other  business  men  were  nc 
subject  to  the  same  general  sort  of  treatment  when  the  Govemmei 
took  their  property  over  during  the  war? 

Mr.  Luckenbach.  Yes;  it  was  only  the  shipowner. 
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Blr.  Keixey.  Of  course,  you  got  a  certain  rental  for  your  ships 

:Ming  the  war? 

Mr.  LucKENBACH.  Yes. 

rVIr.  Kelley.  It  was  a  fair  rental,  was  it  not? 

Mr.  LucKENBACH.  Less  than  half  of  what  they  paid  the  foreigner. 

IMr.  Kelley.  I  know ;  but  it  was  a  fair  rental  ? 

Mr.  LucKENBACH.  I  do  not  think  so. 

Mr.  E^ELLEY.  A  fair  rental  on  the  investment? 

Mr.  LucKENBACH.   No. 

Mr.  Kelley.  Wasn't  it  more  than  you  had  been  making  in  ordinary 

oes? 

Mr.  LucKENBACH.  In  ordinary  times,  yes ;  but  I  did  not  pay  $225  a 

3  for  a  ship  in  ordinary  times ;  I  paid  $70  or  $60  for  new  ones. 

Mr.  Kelley.  But  considering  your  investment — it  was  testified 

wre  yesterday  by  Mr.  Gillen  that  you  made  on  the  average  about  57 

w  cent  on  those  contracts. 

Mr.  LucKENBACH.  I  do  not  see  how  that  could  be.    I  think  I  came 

the  70  per  cent  class  of  taxation. 
Mr.  Kelley.  If  I  remember  his  testimony  correctly,  he  said  you 
fere  allowed  a  charge  upon  your  tonnage  on  the  basis  of  $175  a  ton 

though  it  were  all  new,  without  anything  for  depreciation  what- 
er.    £  that  true? 

Mr.  LucKENBACH.  My  position  was  a  good  deal  different  from  a 
od  many  others.  Most  of  my  ships  were  new  and  cost  high  prices. 
Mr.  Kelley.  .Then  you  would  not  stand  quite  the  same  as  the  aver- 
*^  owner? 

Mr.  LucKENBACH.   No. 

Mr.  Kelley.  You  would  be  above  the  average,  which  would  pull  it 

"wn  somewhat,  no  doubt. 

Mr.  LucKENBACH.  You  see,  the  majority  of  my  tonnage  was  new. 

Mr.  Kelley.  Of  course,  by  this  arrangement  the  Government  really 

:^k  a  part  of  your  income  ? 

Mr.  LucKENBACH.  Yes;  and  then  taxed  me  besides. 

Mr.  Kelley.  They  did  not  tax  you  on  this  part? 

3^Ir.  LucKENBACH.   No. 

Mr.  Kelley.  Suppose  they  had  allowed  you  to  take  this  revenue, 
.d  then  based  the  excess-profits  tax  on  the  three  prewar  years,  they 
Duld  have  taken  pretty  nearly  all  of  it  away  from  you  in  taxes  ? 
Mr.  LucKENBACH.  Yes ;  but  what  they  gave  me  I  would  have 
mght  ships  with. 

Mr.  Kelley.  You  would  not  have  bought  ships  with  that  part  they 
td  taken  away  from  you  in  taxes? 
Mr.  LucKENBACH.  No ;  but  the  profit  I  had  made. 
Mr.  Kelley.  So  that  really  they  increased  your  income  one  way 
id  reduced  it  the  other?     That  is  to  say,  if  they  had  not  reducted 
the  way  they  did  and  allowed  you  to  act  as  you  say  the  Govem- 
ent  acted,  as  a  profiteer,  they  would  have  taken  pretty  nearly  all 
f  it  away  from  you  in  the  taxes  at  the  end  of  the  year.    So  how 
uch  worse  are  you  off  now  than  you  would  have  been  if  they  had 
me  the  same  by  you  as  they  did  by  other  business  men  ? 
Mr.  LucKENBACH.  I  woulo  have  about  30  per  cent  more  to  put  into 
ips. 
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Mr.  Kellky.  Do  you  think  your  excess- profits  tax  would  not  hwl 
eaten  into  vou  stronger  than  that? 

Mr.   LUCKENBACH.    Xo. 

Mr.  Keli.ey.  Are  vou  sure  about  that? 

Mr.  LucKENBACH.  No ;  I  am  only  guessing  about  that. 

Mr.  Kelley.  I  think  you  will  feel  a  little  bit  easier  in  your  miil 
Mr.  Luckenhach,  if  vou  will  have  some  good  lawyer  figure  out  lAi 
you  would  have  paid  in  taxes  if  you  had  profiteered,  as  yousarfc 
Government  profiteered  in  ships,  and  you  will  find  that  you  woulJl  ' 


lipping  in  there  on  the  Lakes,  but  I  A)  w 
quite  get  this  free  trip  matter  that  you  were  talking  about.  CeTta] 
companies,  you  said,  were  given  free  trips? 

Mr.  LucKENBACH.  Ycs ;  the  Kerr  Steamship  Co. 

Mr.  Kelley.  And  I  wondered  why  they  were  given  free  trips  iil| 
what  those  were? 

Mr.  LrcKEXBAGH.  I  have  wondered  for  three  years  why,  andlii] 
still  wondering,  and  I  can  not  get  any  information. 

Mr.  Kelley.  Well,  you  must  have  some  theory. 

Mr.  LucKENBACH.  Xo ;  T  think  they  were  just  favored  9ons;tttj 
is  all. 

Mr.   Kelley.  Who  were  the   parties  who   were   favored!   P«f| 
haps  we  can  find  out  from  them  why  they  were  favored. 

Mr.  LucKENBACH.  The  Kerr  Steamship  Co. 

Mr.  Kelley.  Anybody  else? 

Mr.  LucKENBACH.  No — two  British  subjects,  Kerrand  Clegg,to| 
afterwards  got  Roosevelt  and  Goethals  to  wave  the  American 
for  them;   still   British   subjects   to-day,  still   operating  Shippii 
Board  ships. 

Mr.  Kelley.  What  did  you  say  about  waving  the  American  flij'l 

Mr.  Luckenbac:h.  I  say  they  employed  Gen.  Goethals  as  thffl 
president  to  wave  the  American  flag  for  them,  and  employed  Iloo*| 
velt  to  wave  the  American  flag  for  them,  so  as  to  camouflage  and»| 
evervbody  would  think  it  was  an  American  company. 

Afr.  Kelley.  AVhat  Roosevelt  was  this? 

Mr.  LucKENBACH.  Kcrmit. 

Mr.  Kelley.  The  capital  invested  there  is  Britisli  capital,  is  it! 

Mr.  LiTCKENBACH.  That  I  do  not  know.  There  is  a  question  whcJt 
that  money  came  from.  They  purchased  Austrian  snips  and  tbij 
put  them  under  the  American  flag.  The  story  goes  this  way,  thil 
there  was  another  company  that  wanted  to  purchase  the  AustriU 
ships  and  made  application.    Their  application  was  turned  down. 

Then  alon^  came  the  Kerr  application  to  purchase  the  ships.  * 
letter  was  written  in  the  Shipping  Board  turning  down  the  appUci 
tion  of  the  Kerr  company,  and  the  next  thing  that  happened  the TKet 
company  was  given  permission.  The  three  trips  free — that  is  tl 
way  the  story  goes ;  how  true  it  is  I  do  not  know — three  free  requ 
sit  ion  trips,  at  a  time  w^hen  freights  were  the  highest  in  the  histw 
of  the  world. 

Mr.  Kelley.  That  is,  they  were  allowed  to  go  three  times  to  tl 

goint  of  destination  and  return  before  they  were  taken  over  by  tl 
rovernment  ? 
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r.  LucKKXBACH.  Yes ;  that  is  the  way  I  get  the  story. 
r.  Keli.ky.  At  a  time  when  freight  rates  were  the  highest  they 
been  in  the  history  of  the  country  ? 

r.   LucKENBACH.  And  the  Government  hiring  ships  wherever 
'  could  get  them. 

'r.  Keli.ey.  Mr.  Goethals  was  not  connected  with  this  company 
lat  time  ? 

'r.  LucKENBACH.  Oh,  no. 

^r.  Kelley.  Was  he  on  the  Shipping  Board  at  that  time? 
T.  LucKENBACH.  No ;  I  do  not  think  he  was. 
T.  Kelley.  What  vear  was  that  ? 

'r.  LucKENBACH.  Oh,  I  guess  that  was  1917.    Why,  don't  you  get 
^g  and  Kerr  to  come  up  here  ? 

>.  Kelley.  Well,  this  is  the  first  I  have  heard  about  Kerr  and 
^g,  as  far  as  I  am  concerned. 

'r.  LucKENBACH.  Get  them.    They  will  give  you  some  valuable  in- 
rmation  as  to  how  this  thing  was  worked. 

Tr.  Kelley.  I  am  trying  to  find  out  about  when  this  was  done.     It 
t  have  been  early  in  1917? 

[r.  LucKENBACH.  I  think  it  was  1917.     You  know,  their  money 
3w  being  held  up  for  the  sale  of  the  ships  by  the  Government.     It 
question  of  income  tax. 
[r.  Kelley.  The  freight  moneys? 

[r.  LucKENBACH.  They  sold  their  ships  to  the  Harriman  interests, 
the  profits,  or  the  money  they  received  from  the  sale,  has  been  at- 
led  by  the  Government, 
[r.  Kelley.  Under  the  income  tax  laws? 

[r.  LucKENBACH.  Yes ;  that  is  what  the  papers  said.     That  is  all 
low  about  it. 

[r.  Kelley.  You  spoke  about  some  expenses  for  experimentation, 
ish  vou  would  tell  us  all  you  know  about  that,  Mr.  Luckenbach.  « 
Ir.  tiUCKENBACH.  The  Fore  River  Co.  has  been  experimenting 
h  a  gas  engine  on  the,  Diesel  engine  order  for  some  time  back,  and 
expense  of  the  experimenting  was  charged  in  my  construction  ac- 
nt.  Now,  I  have  nothing  to  do  with  the  experimenting  on  this 
ine ;  I  never  knew  they  had  an  engine  there  experimenting  on  it. 
Ir.  Kelley.  Such  an  engine,  of  course,  was  not  used  in  any  of  your 

5S? 

f r.  Luckenbach.  No  ;  and  I  am  at  a  loss  to  understand  why  the 
pping  Board  paid  these  amounts  that  we  have  discovered  have 
n  paid,  and  I  want  my  money  back  and  I  can  not  get  it. 
Ir.  Kelley.  Do  you  know  the  name  of  the  engine? 
Ir.  Luckenbach.  I  do  not  know  the  name  of  the  engine. 
>o  you  want  to  know  of  another  great  injustice  done  to  the  Ameri- 
ship  owner?  » 
If.  Kelley.  Yes. 
Ir.  Luckenbach.  Restoration  claims.    After  the  war  was  over 

some  of  the  ships  were  returned,  the  Government  returned  the 
)S  to  the  owners  but  in  the  charter  with  the  Government  was  a 
ise  reading  like  this :  "These  ships  will  be  returned  to  the  owner  in 

good  order  and  condition,  ordinary  wear  and  tear  excepted." 

T'ell,  this  is  what  they  did.     Thev  would  give  you  five  days  notice, 

say,  "  There  is  your  ship."    "  Well,  I  know,  but  this  ship  is  dam- 
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aged  to  a  lar«re  extent,  and  we  will  have  to  hold  surveys,  andu 
will  have  to  pet  estimates,  and  we  have  not  got  the  money  to  pat ti 
ship  back." 

•"Well,  tliat  does  not  make  any  difference  to  us.  You  have  topi 
the  money  somewhere  if  you  want  to  put  your  ship'back." 

''  Well,  T  know,  hut  we  don't  have  millions  l^'uig  around  jaslti 
put  ships  back  in  shape  for  war  purposes  after  they  have  beenud 
and  abused." 

''  Well,  we  can  not  do  anything  for  you." 

We  have  so  far  i)aid  out  for  the  restoration  of  these  ships-tto 
will  never  pet  back  where  they  were  before,  because  they  weredmi 
by  submarines  and  they  were  abused;  they  were  ashore,  andtlfl 
had  collisions,  and  they  had  all  manner  of  ti*ouble.  They  were* 
by  incompetent  men  and  evervthing  was  abused. 

Here  are  some  of  the  charges.  Here  is  one  for  §515jOOt: 
$588,0(KJ 


Mr.  Kklley.  These  wt^re  charges  for  putting  the  ships  back 
you  had  to  meet? 

Mr.  LucKEXHAcn.  Yes. 

Mr.  Kelley.  You  i)ut  the  ships  in  repairs  yourself? 

Mr.  LucKENBACH.  I  paid  out  this  monev,  and  I  got  oneofth 
items  back— $()72,()0(),  $Tai),(MX),  $076,000,  $575,000,  and  $l,00llW 
The  total  is  $4,817,0(K)  that  T  had  to  pay  out. 

Now  they  say,  '*  Well,  we  can  not  aflow  you  any  int^frest  ontki^ 
Luckenbach,  until  your  accounts  are  approved."  Well,  I  havebO 
jHonths  trying  to  get  mv  accounts  and  my  bills  approved;  ^c* 
getting  along  slowly.  AVe  had  one  approved,  and  we  received  tb 
money  for  it,  but  I  am  still  out  over  $4,000,000. 

Mr.  Kelley..  It  is  just  a  question  of  interest,  is  it  not? 

Mr.  LucKENBACir.  No;  it  is  a  question  that  I  need  the  money  a"* 
I  Vant  the  money.  . 

Mr.  Kelij:y.  I  know,  but  you  do  not  anticipate  any  difficulty  i 
the  end  in  getting  what  you  put  into  ships,  and  interest  also? 

Mr.  LT:('KENBACir.  They  say  they  wonT  pay  interest. 

Mr.  Kelley.  You  are  inconvenienced  at  the  present  time  becatf 
you  need  the  money? 

Mr.  Li-CKENBACH.  Tliev  do  not  ])ay  mc  any  interest,  and  I  ™ 
it  settled.  They  said,  '"We  dim't  pay  any  interest."  "I  know,W 
I  have  got  to  go  out  and  boriow  this  ni(mey  and  pay  6  or  7  p» 
cent."    "  That  does  not  make  any  difference  to  us." 

That  is  one  of  the  other  untrained  things  that  they  did  that  Mr. 
Gillen  did  not  tell  you  about. 

Mr.  Kelley.  Well,  that  will  com^out  of  that  57  per  cent. 

Mr.  Li'CKKXBAcir.  AAVU,  that  57  ])er  cent  will  have  to  go  some. 

The  CiLMKMAN.  Tliis  is  restoration  and  reconditioning,  is  it! 

Mr.  Li cKKXBAC'ir.  Kecimditioning  these  ships  as  far  as  possaW 
We  can  rie\er  get  them  l)nck  where  they  were  l>efore. 

The  Chairman.  Aie  there  any  other  matters,  Mr.  Luckenbd 
to  which  we  have  not  directed  your  att(*ntion,  of  which  vou  ha^ 
knowledge? 

Mr.  Li'CKENHAcii.  1  would  like  to  have  you  have  my  vice  pr« 
dent — he  attends  to  the  o|)erating  end  of  this  business — and  he  c 
tell  you  something  about  operations. 
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e  Chairman.  Who  is  he? 

'.  Luckenbach.  R.  C.  Thackara.    He  will  tell  you  what  some  of 
incompetents  are  doing  and  have  done. 
le  Chairman.  Where  can  he  be  reached  ? 
•.  Luckenbach.  Right  at  the  office,  right  here  in  New  York. 
le  Chairman.  Is  there  anything  further  you  have  in  mind? 
'.  Luckenbach.  No;  that  is  all. 

\  Kelu-^t.  Did  the  (lovernment  put  in  any  of  these  Benson- 
h  telemotor  devices  on  your  ship? 
•.  Luckenbach.  No. 

•.  Kelley.  Have  you  had  any  ships  with  those  on? 
•.  Luckenbach.  No. 
e  Chairman.  I  think  that  is  all,  Mr.  Luckenbach.    Thank  you, 


iiei 


reupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  to  meet 
o'clock  a.  m.  to-morrow,  Saturday,  Nov.  20,  1920.) 


Select  Com^mittee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
Xew  York^  November  20 ^1920, 

e  committee  met  in  nxmi  401,  United  States  Post  Office  Build- 
at  9.30  O'clock  a.  m^  Hon.  Joseph  Walsh  (chairman)  presiding, 
esent  also:  Hon.  Patrick  H.  Kelley,  member  of  committee. 

TESTIMOmr  OF  MB.  ALEXANDEB  M.  FISHEE— Eecalled. 

e  Chairman.  Mr.  Kisher,  directing  your  attention  to  page  83 
e  report  submitted  to  this  committee  by  yourself  and  Mr.  Kich- 
)n,  along  toward  the  middle  of  the  page  is  found  the  following 
ment : 

tiougk  at  a  time  wlieii  tlio  claims  for  seltleiiient  were  pending,  the  Claims 
I,  as  well  as  the  (iiainnan  of  the  Vnited  States  Shipping  Board,  has  been 
uetl  of  allegations  involving  the.  integrity  of  Tnited  States  Shii^)lng 
I  oftieials,  of  such  a  serious  nature  as  to  demand  investigation  hefore  the 
ment  of  these  elainis.  Apparently  such  i:ivestigation  was  not  made  by 
•  the  (Claims  Board  or  the  chairman  of  the  l-'nited  States  Shipping  Board, 
nw  ca.ses  the  very  gravity  of  the.se  allegations  would  seem  to  have  de- 
ed a  thorough  investiscation,  not  only  to  insure  proper  protection  to  the 
d  States  Shipping  Board,  hut  also  in  justice  to  the  persons  about  whom 
allegations  were  made. 

)on  what  facts  in  your  possessicm  or  wliicti  have  ('ome  to  your 
rledge  was  that  statement  leased? 

\  Fisher.  There  are  s<»veral  cases,  Mr.  Chairman,  one  of  which 
referred  to  in  testimony  in  this  room  as  to  the  steamship  Lake 
-ood^  Capt.  Chambliss  being  the  person.  Another'  case  related 
port  airent  in  Frnnce,  Lieut.  Louis  Bernier.  The  particular  case 
which  I  will  testify  is  with  reference  to  the  present  treasurer 
e  Shipping  Board  and  the  ex-secretary  of  the  Shipping  Board. 
le  Chairman.  What  facts  have  you  as  to  them  ?  Give  the  names 
e  present  treasurer  and  tlie  former  secretary? 
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Mr.  Fisher.  The  piesent  treasurer  is  R.  W.  Boiling.  1 
secretary  of  the  lx)ard  is  Mr.  Lester  Sisler. 

Soon  after  1  became  connected  with  this  committee,  follow: 
return  from  the  west  coast,  I  heard  a  story,  in  gossip  only. 
was  said  to  emanate  from  one  William  Murtau^,  in  Wasb 
that  Wilmer  Boiling  had  been  bribed  by  the  Downey  Shipb 
(?().,  or  Wallace  Downey. 

The  matter  was  of  such  a  serious  nature  that  I  went  to  Mr 
dale,  the  then  treasurer,  and  related  the  gossip,  telling  him 
considered  it  so  serious  that^I  did  not  want  to  undertake  an 
gatioii  but  pieferred  that  it  should  be  developed  from  wit 
Shipping  Board.  I  later  talked  with  Mr.  Tweedale,  and 
concluded  that  there  was  nothing  in  the  story. 

During  the  summer,  propably  in  May — I  have  not  the  dat 
personal  knowledge,  but  the  date  appears  on  papers  here 
would  fix  the  approximate  time — the  story  again  came  to  r 
specific  details,  through  an  affidavit  form  which,  I  am  infom 
prepared  by  Alfred  W.  McCann,  and  submitted  to  Mr.  Tu 
Sands,  who  had  formerly  been  an  officer  of  the  Commercial  ? 
Bank  in  Washington,  which  was  edited  by  Mr.  Tucker  K.  ^ 
his  handwriting,  I  am  informed,  in  which  the  allegation  v 
cifically  made  that  bribes  had  taken  place  and  that  Mr.  Sai 
been  tlie  intermediary  as  to  such  bribes. 

I  have  here  a  photostat  coDy  of  the  affidavit  form,  whicli 
identified  bj^  Mr.  Alfred  W.  McCann,  or  b;j  persons  connect 
the  Bureau  of  Investigation  of  the  Shipping  Board,  poss^i 
Median  or  Mr.  Morton,  as  1  have  been  mformed  by  perse 
iiected  w^ith  the  Bureau  of  Investigation  that  the  pnotosta 
\\  ere  made  by  them. 

The  Chairman.  Where  is  the  original? 

Mr.  Fisher.  I  have  no  information  as  to  that.    The  facts  j 
original  can  be  developed,  I  believe,  through  Mr.  McCann. 
in  order,  I  can  offer  this  photostat  copy  to  be  approved  by 
tleman  mentioned. 

The  Chairman.  We  will  wait  imtil  it  is  properly  identi 
proven  before  putting  it  in  the  record.  But  you  say  that  t' 
ment  contains  specific  allegations  as  to  bribes  having  been  p 

Mr.  Fisher.  Yes,  sir. 

The  Chairman.  Very  well;  we  will  wait  until  it  is  ic 
What  other  facts  have  you  i 

Mr.  FiSHEii.  Following  my  knowledge  of  this  affidavit  fori 
by  Mr.  Sands,  I  had  occasion  to  go  to  Capt.  Clements's  offi 
request  to  discuss  a  matter  concerning  a  Shipping  Board  con 
tlement.    Durinir  mv  conversation  with  Mr.  Clements,  Mr. 


whether  or  not  a  bribe  had  been  given  by  Wallace  Downe 
Shipping  Board  official.  Mr.  Clements  asked  me  if  I  had  < 
the  matter  with  the  chairman.  I  replied  that  I  had  not. 
making  that  reply  Mr.  Clements  went  to  the  admiraFs  office 
turned  with  the  admiral,  asking  me  if  I  would  make  the  sa: 
ment  to  Admiral  Benson  that  I  had  made  to  him.    I  then 
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wliether  or  not  Wallace  Downey  hnd  brii){Ml  any  Shipping 
ial,  that  to  be  done  before  a  settlement  of  his  contract  was 

Benson  then  asked  me  what  proof  T  had.  I  said  I  had 
T  was  bringing  information  only.  His  next  report  was, 
n.  yon  have  no  business  to  bring  it  to  me."  I  got  up  from 
took  up  my  hat,  and  said  in  substance,  "Admiral  Benson, 
he  attitude  of  this  board  I  can  not  continue  to  w^ork  with 
3  statements  were  made  in  the  presence  of  Mr.  Clements 
feehan.  I  perhaps  moralized  with  the  Admiral  for  a  few 
md  the  Admiral  then  said  to  me,  "  Mr.  Fisher,  you  are 
n  wrong;  ■'  and  we  shook  hands  and  soon  parted,  closing 
ew\ 

as  some  discussicm  in  which  Mr.  Meehan  took  part,  as  to 
s  who  are  making  these  allegations  or  carrying  the  story, 
:•  standing  from  a  criminal  standpoint.  Without  recall- 
iversation,  T  said,  "  Yes;  one  is  a  convict,  under  sentence  to 

1  appeal " 

viR^iAN.  Did  you  know  that? 

HER.  Only  as  to  general  information  <ind  having  talked 
:>rson  myself.  That  was  Mr.  Frank  Fuller.  The  other  was 
ictmenb,  T  believe,  for  violation  of  the  national  banking 

viRMAN.  Did  you  know  that? 

lER.  Only  from  general  information  and  newspaper  stories. 
:nowledge  of  the  facts  in  that,  but  this  is  the  conversation 
)lace  among  us. 

I  say  about  September  T  was  called  to  the  office  of  Judge 
counsel  of  the  Shipping  Board,  by  Mr.  John  Schwartz- 
an  interview  took  place  among  Judge  Goff,  Mr.  Talbert 
aims  Board),  Mr.  Srhwartzkopf,  and  myself,  where  this 
er  was  discussed.  I  told  Judge  Goff  and  Mr.  Talbert  of 
iew^  T  had  had  with  the  Admiral  previously, .  and  both 
t  an  investigation  should  take  place.  I  recommended  that 
igation  be  a  quiet  investigation,  because  it  was  of  such  a 
:ure  as  to  the  allegations,  and  believed  that  I  was  assured 
lid  be  made. 

ig  that  T  undertook  an  investigation  myself  to  corrobo- 
nents  made  in  the  affidavit,  particularly  as  to  the  clear- 
e  alleged  notes.  I  have  not  completed  that  investigation 
>ne  bank,  the  Title  &  Trust  Co.,  of  Connellsville,  Pa.;  but 
davits  from  the  Takoma  Park  Bank  of  Maryland  and  the 
'  Columbia,  from  the  Hanover  National  Bank  of  this  city, 
orn  Exchange  National  Bank  of  this  city,  showing  the 
of  two  of  the  notes  alleged  to  have  been  discounted  by 
»r  K.  Sands.  The  clearance,  according  to  the  affidavits, 
t  the  two  notes  were  charged  to  the  account  of  Wallace 
There  are  present  this  morning  representatives  of  the 
)  can  identify  the  affidavits  as  to  the  Hanover  National 
the  Corn  Exchange  Bank.  No  one  is  here  as  to  the  Ta- 
c  Bank  affidavit. 

liscussed  this  matter  with  one  Nathan  Musher,  who  has 
le,  in  the  presence  of  Mr.  Richardson  and  Mr.  Corbett,  one 
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of  the  reporters  for  tiwse  hearings,  that  he  discounted  one 
notes  for  Mr.  Tucker  K.  Sands.  I  believe,  I  am  not  clear,  tl 
Sands  took  the  note  up  again  without  clearing  it  throu^  th. 
to  the  account  of  Wallace  Downey.  I  do  not  know  whidi  m 
was.  T  have  discussed  this  matter  with  Mr.  McCann,  who  ha 
that  he  wrote  tlie  affidavit  form,  and  in  his  presence  and  in 
Mr.  Schwarzkopf  the  editing  was  done. 

I  wish  to  make  it  clear  that  this  does  not  establish  a  crimi 
I  do  not  consider  that  criminality  has  been  proved.  This  is 
to  prove  the  allegation  in  our  report  that  investigation  wasn 
after  having  brought  the  matter  to  the  attention  of  the  chain 
the  counsel  and  a  member  of  the  claims  board. 

The  (^HAiKMAN.  Ilow  (lo  you  know  an  investigation  is  not 
ress  now 't 

Mr.  Fisher.  I  do  not  as  to  that. 

The  Chairman.  How  do  you  know  it  was  not  put  in  moti 
the  September  interview  you  had  with  Mr.  G6ff  ? 

Mr.  FrsiiER.  I  believe  there  will  be  testimony  here  this  mon 

The  Chairman.  From  whom  if 

Mr.  Fisher.  Vroyci  the  several  persons  I  have  mentioned,  t 
have  not  been  approached  for  iniormation  as  to  these  allegai 
believe  that  will  appear  in  the  examination  of  the.represen 
the  Hanover  Naticmal  Bank,  Mr.  Nieman,  and  the  examic 
the  representative  of  the  (^orn  Exchange  Bank,  Mr.  Mali 
the  examination  of  Mr.  Tucker  K.  Sands. 

And  I  have  had  a  telephone  conversation,  following  an  i 
witli  Mr.  Lester  Sisler,  which  took  place  some  three  or  foi 
ago  in  the  presence  of  Mr.  Richardson,  at  which  time  M 
Sisler  stated  that  he  had  not  been  seen  by  anyone  with  ref( 
these  allegations.  T  told  Mr.  Sisler  that  the  allegations  wen 
ing.  He  said  that  it  was  a  dastardly  untruth  if  so.  I  tal 
Mr.  Lester  Sisler,  calling  the  telephone  number  New  Rocl 
partv  R,  at  about  7.20  this  morning,  and  asked  if  he  had 
admiral  or  had  anvbodv  seen  him  with  reference  to  these  all 

The  reply  over  the  telephone  was  that  he  had  been  to  Was 
that  Admiral  Benson  was  in  the  south;  and  that  so  far  he 
been  interviewed  with  reference  to  this.  He  did  suggest  in 
phone  conversation  that  perhaps  the  Department  of  Justic 
vestigated  this  matter  in  a  way  a  year  ago,  but  if  such  an  i 
tion  took  place  it  was  before  tlie  date  of  this  affidavit  form 
I  have  referred  here. 

Mr.  Kelley.  May  1  ask  a  question  right  there?  Do  you 
state.  Mr.  Fisher,  that  even  it  the  facts  set  forth  in  the  affi 
proven,  it  would  not  involve  a  criminal  prosecution? 

Mr.  Fisher.  I  do  not  state  that. 

Mr.  Kelley.  What  did  you  say '( 

Mr.  Fisher.  I  say  that  I  consider  that  criminality  is  n< 
through  this  affidavit ;  it  is  a  mere  allegation  of  corruptioi 
proof  of  it.  I  state  that,  because  I  feel,  in  justice  to  the  pai 
judgment  should  be  suspended  as  to  criminality.  My  critic 
alleged  in  my  report,  that  on  information  to  the  Shipping  . 
the  persons  of  Admiral  Benson,  Judge  Goff,  Mr.  Talbert, 
sons  in  the  Bureau  of  Investigation,  this  should  have  bee: 
gated  thoroughly  so  as  not  to  make  it  a  public  matter. 
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r.  Keuley.  Well,  Mr.  Fisher,  unless  you  are  in  possession  of  in- 
lation  which  would  tend  to  establish  the  truth  of  the  aflSdavit, 
.d  you  be  warranted  in  making  this  public  as  you  have  done  this 
ling? 

r.  Fisher.  I  have  corroborative  evidence  in  the  form  of  affi- 
ts,  as  to  the  clearance  of  the  notes. 

r.  Kelley.  Without  any  knowledge  as  to  what  the  notes  were 
Q  for  in  the  first  place  ? 
r.  Fisher.  Yes,  sir. 

r.  Kelljey.  Do  you  think  that  is  sufficient  evidence  to  make  a 
tment  of  this  kind  on? 

r.  Fisher.  In  so  far  as  a  corroboration  of  this  affidavit  is  con- 
ed only. 

le  Chairman.  Have  any  further  facts  come  to  your  knowledge 
>nnection  with  this  matter? 

r.  Fisher.  1  believe  I  have  stated  the  facts  as  I  know  them, 
le  Chairman.  Did  the  Downey  Shipbuilding  Corporation  have 
tttract  to  build  ships  with  the  Shipping  Board? 
r.  Fisher.  I  believe  they  did,  sir.    That  is  generally  stated  in  the 
)ping  Board.    I  have  not  investigated  the  Downey  contracts, 
iie  (JHAIRMAN.  You  do  not  know  what  the  financial  relations  of 
parties  involved  in  this  allegation  of  yours  were  prior  to  these 
sactions,  do  you  ? 

r.  Fisher.  Only  as  a  statement  was  made  by  Mr.  Meehan 

le  Chairman.  No  ;  of  your  own  knowledge  f 

r.  Fisher.  I  have  not  knowledge. 

le  Chairman.  You  do  not  know  whether  they  had  financial 

sactions  extending  over  a  period  of  years  or  noti 

r.  Fisher.  I  do  not  know. 

le  Chairman.  You  do  not  know  whether  this  transaction  was 

iny  improper  purpose  ? 

r.  Fisher.  I  do  not  know.    I  would  consider,  if  I  did  know 

^e  Chairman.  Have  you  ever  asked  Admiral  Benson  or  anybody 
uthority  in  the  Shipping  Board  since,  why  it  was  not  investi- 
d?         ' 

r.  Fisher.  Not  why  it  was  not  investigated,  but  whether  it  had 
investigated. 

le  Chairman.  What  did  they  say  ? 

r.  Fisher.  I  have  spoken  to  Mr.  Clements,  and  I  have  been  in- 
led  that  it  had  not  been  investigated  so  far  as  he  knew, 
[le  Chairman.  AVere  you  satisfied  with  just  that  without  asking 
reasons  ? 

r.  Fisher.  I  have  spoken  to  Mr.  Morton,  of  the  Bureau  of  In- 
igation,  and  he  has  stated  that  it  was  not  investigated  so  far  as 
new. 

be  Chairman.  Have  you  ever  endeavored  to  ascertain  from  the 
)ping  Board,  or  any  of  its  higher  officials,  why  the  matter  was 
investigated? 

r.  Fisher.  I  have  not,  as  to  why? 

tie  Chairman.  Then  you  do  not  know  but  what  they  have  had 
nvestigation  made  by  the  Treasury  Department  or  the  Depart- 
b  of  Justice,  and  ascertained  that  the  allegations  were  unfounded  ? 
r.  Fisher.  That  may  be  so. 
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The  Chairman.  Then,  if  they  had  done  that,  j'our  allegatio 
the  report  would  not  stand,  would  it? 

Mr.  Fisher.  I  would  say  it  would  not. 

The  Chairman.  And  you  have  not  ascertained  whether  that 
so,  or  asked  if  it  was  so,  or  asked  the  reason? 

Mr.  FiSHKR.  1  have  endeavored  to  ascertain  it  by  approac 
the  persons  mentioned  in  the  affidavit  and  those  who  have  knowl 
as  to  tlie  clearance  of  the  transactions. 

The  Chairman.  But  have  you  ever  endeavored  to  ascertaii 
reason,  from  the  Shippin*::  Board  officials,  why  an  investigation 
not  made? 

Mr.  Fisher.  I  have  not. 

The  Chairman.  Why  not? 

Mr.  FiKiiER.  I  did  not  consider  that  it  was  m3'  function  to  int 
;jjate  Shipping  Board  officials  as  to  why  they  did  one  thing  or  am 

The  Chairman.  Yes;  you  have  ascertained  what  they  have 
or  if  they  have  done  something? 

Mr.  FisHMt.  I  have  endeavored  to  do  so. 

The  Chairman.  And  vou  have  been  told,  ujk)!!  the  interview 
have  had,  bv  Commander  Clements,  and  as  I  understood,  b^ 
(iofF,  that  the  matter  had  not  been  investigated? 

Mr.  Fisher.  Commander  Clements  and  Mr.  Mortem,  at  theB 
of  Investigation. 

The  Chairman.  And  Mr.  Morton.  Are  there  anv  question: 
Kelley?^  * 

Mr.  Kellev.  With  reference  to  the  proof  of  the  allegations 
affidavit,  are  the  witnesses  at  hand  to  substantiate  it? 

Mr.  Fisher.  Mr.  Tucker  K.  Sands  is  at  hand;  the  man  who 
this  affidavit  form,  and  who  would  be  responsible  for  his  stat^ 
as  to  their  truth  or  not.    Mr.  McCann  is  here. 

Mr.  Kelley.  He  is  one  of  the  parties  to  the  fraud? 

Mr.  Fisher.  If  it  be  so.    It  may  not  be  so,  Mr.  Kelley.    '! 
not  an  allegation  of  crime,  on  my  part;  it  is  an  allegation  of  a 
in  the  administraticm  of  the  Shipping  Board  to  investigate  on 
ination. 

Mr.  Kelley.  What  looks  to  you  like  a  crime? 

Mr.  Fisher.  What  may  be  a  crime. 

Mr.  Kelley.  The  critcism  I  had  in  my  mind,  Mr.  Fisher,  w 
if  you  had  not  anything  more  than  that,  it  is  a  question  whei 
not  publicity  should  be  given  connecting  these  men  with  it,  I 
that  is  a  very  damaging  thing. 

Mr.  Fisih:r.  That  was  one  of  the  matters  I  took  up  with  A 
Benson,  Mr.  Kellev,  that  ])ublicitv  was  bound  to  come  is  thi 
mvestigation  w^ere  not  made. 

Mr.  Kelley.  Well,  I  know ;  but  as  far  as  I  am  concerned  I 
not  want  it  to  come  through  me.  If  there  is  no  proof  to  < 
these  gentlemen  with  this  transaction,  I  would  not  want  to  ha^ 
thing  to  do  with  it. 

Mr.  Fisher.  Well,  I  can  appreciate  that. 

Mr.  Kelley.  The  rejMitations  of  men  are  a  pretty  sacred 
you  know. 

Mr.  Fisher.  I  understand  that;  but  this  information  was 
oped  in  the  hands  of  newspaper  men,  and  has  been  sacredly  he] 
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m  public,  as  against  a  man's  reputation.  The^  themselves  have  been 
^ftne  Shipping  Board  and  to  otners,  endeavoring  to  get  an  investiga- 
made.  That  is  the  statement  made  to  me  by  them. 
r.  Kelley.  You  are  satisfied  in  your  own  mind,  are  you,  that 
are  sufficient  facts  obtainable  to  dispose  of  the  matter  one  way 
t;Iie  other? 

il^r.  Fisher.  I  think  that  ou^ht  to  l>e  done  by  a  thorough  investi- 
r^ion. 

3if  r.  Kelley.  So  that  they  would  be  cleared  or  the  allegations 
>uld  attach  to  them,  one  or  the  other? 
Fisher.  Yes,  sir. 
r.  Kelley.  And  do  you  think  that  proof  is  at  hand  so  that  we 
maid  establish  that? 

r.  Fisher.  I  have  not  the  proof,  Mr.  Kelley. 
r.  Kelley.  Do  I  understand,  Mr.  Fisher,  that  your  evidence 
kly  goes  to  the  fact  of  showing  that  these  transactions  occurred, 
iwiout  knowing  what  these  notes  were  given  for  in  the  first  place? 
^Mr.  Fisher.  On  my  part? 

^Mr.  Kelley.  On  anybody's  part;  is  there  proof  anywhere  as  to 
ba,t  these  notes  were  given  for? 

^Mr.  Fisher.  In  this  unsigned  affidavit  form,  edited,  is  the  allega- 
c>n  as  to  the  purpose  for  which  the  notes  were  given. 
3tf  r.  Kelley.  Well,  I  understand  nobody  ever  signed  that. 
Mr.  Fisher.  I  miderstand  that  also. 

Mr.  KEiJJiY.  Has  0113^  investigation  ever  been  made  of  the  books 
^  the  Downey  Shipbuilding  Corporation  to  determine  what  this 
^^ney  was  paid  for  when  the  notes  were  paid  ? 

Mr.  Fisher.  Mr.  McNeary's  office  has  made  some  investigation  of 
^^t  recently,  but  I  do  not  believe  that  sufficient  investigation  has 
^^en  made  to  definitely  connect  items  which  perhaps  are  unsupported 
■^^  vouchers,  with  these  items  that  I  referred  tOj  although  items  are 
^Clmewhat  similar  in  amount,  which  may  be  questioned. 

Mr.  Kelley.  You  have  the  witness  who  drew  this  affidavit? 
Mr.  Fisher.  Mr.  Alfred  McCann  is  here,  under  subpcena. 
The  Chairman.  Have  you  any  further  questions,  Mr.  Kelley? 
Mr.  Kelley.  No  ;  I  think  not. 
The  Chairman.  Mr.  Alfred  W.  McCann. 

TESTIMONY  OF  ME.  ALFEED  W.  McCANN. 

(The  witness  was  duly  sworn  by  the  chairman^ 

The  Chairman.  Your  name  is  Alfred  W.  McCfann? 

Mr.  McCann.  Yes. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  McCann.  Yonkers,  N.  1. 

The  Chairman.  What  is  your  profession  or  business? 

Mr.  McCann.  Newspaper  man. 

The  Chairman.  Upon  what  paper? 

Mr.  McCann.  The  New  York  Globe. 

The  Chairman.  How  long  have  you  been  in  the  newspaper  busi- 
ness? 

Mr.  McCann.  I  have  been  on  the  Globe  about  nine  years. 

The  Chairman.  Were  you  in  the  newspaper  business  prior  to  your 
service  with  that  paper? 
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Mr.  McCann.  No. 

The  Chairman.  Have  you  heard  Mr.  Fisher's  testimony  here  ikii| 
morning? 

Mr.  McCann.  Yes. 

The  Chairman.  Did  you  at  one  time  prepare  a  form  of  an  affidnkj 
for  si<^nature  by  Mr.  Tucker  K.  Sands? 

Mr.  McClvNN.  I  assisted  in  its  preparation. 

The  Chairman.  Who  did  you  assist? 

Mr.  McCann.  Mr.  John  Schwarzkopf,  an  attorney. 

The  Chairman.  1  hand  you  a  photostat  copy,  which  I  wouldukj 
you  to  examine  and  state  whether  or  not  that  is  a  copy  of  theorij 
document  which  you  assisted  in  preparing? 

Mr.  McCann.  Tliis  is  the  photostat  copy  made  in  the  UnWll 
States  Shii)pin^  Board  of  tiic  original  document  which  I  and  Jkr 
Schwarzkopf  took  to  the  Shipping  Board  for  the  purpose  of  haniij 
it  copied,  believing  at  the  time  that  it  would  not  be  signed,  althoaiJlj 
it  had  been  corrected  and  interlined,  and  various  changes  entewj 
upon  the  margins  of  the  affi<lavit  by  Mr.  Tucker  K.  Sands,  whoU] 
made  the  statements  embodied  in  the  document. 

The  CiiAHtMAN.  Who  else  was  present  when  you  were  prepani|[j 
that  document? 

Mr.  McCann.  Mr.  Schwarzkopf. 

The  Chairman.  Just  you  and  he? 

Mr.  McCann.  Yes.    Mr.  Sands  had  asked  us  to  prepare  it. 

The  CiiAHiMAN.  Had  you  talke<l  with  Mr.  Sands? 

Mr.  McCann.  Yos;  we  had  examined  Mr.  Sands  for  several  hoBRl 

The  Chairman.  And  was  the  document  as  prepared  later  piveate] 
him  ? 

Mr.  M(  (\\NN.   Yes.    T  think  I  can  make  that  clear  if  you  willptf'i 
mit  me  to  make  a  statement  concerning  the  origin  of  the  doouni«rt. 

The  Chairman.  Very  well. 

Mr.  McCann.  Mr.  iK.  K.  Gano,  district  auditor  of  the  Shippi^ljl 
Board  in  this  district,  had  reported  to  me  that  an  advance « 
$2.r)05,(HH)  had  be(»u  ina<le  without  his  knowledge,  contrary  torepJi- 
tioiis  and  ovcm*  his  hea<l.  to  the  Wallace  Downey  Shipbuilding  C* 
poration  of  Statoii  Islan<l,  and  he  had  given  me  numerous  iletaik 
concerning  tliat  alleged  transaction,  which  T  had  checked  up  ^ 
Among  them  was  information  that  led  me  to  discuss  this  matter  viift 
a  Mr.  Fuller,  who  had  formei'iy  been  president  of  the  Columbia  Hold 
&  Supply  Co.,  an  Armour  &  Co.  subsidiary  in  Washington.  HetoH 
me  he  knew  all  about  the  transaction,  because  he  had  had  in  hi^^p* 
session  four  notes  issued  by  Wallace  Downey  to  Tucker  K.  Sands 
vice  president  of  the  Commercial  National  Bank  of  AVashingtot 
that  these  notes  he  said  had  been,  according  to  Mr.  Sands's  statemei 
to  him,  in  payment  of  a  bribe  to  Shii)ping  Board  officials.  He  to! 
me  the  names  of  tlie  oHicials  who  were  said  to  have  been  involve* 
and  he  mentioned  Mr.  R.  Wi liner  Boiling,  and  I  l>elieve  he  mention* 
Mr.  Lester  Sisler. 

I  then  went  to  Mr.  Sands  in  Washington.  I  first  went  to  the  Cof 
mercial  National  T^ank  in  Washington  and  asked  for  the  president 
the  l)ank.  T  was  referred  to  one  of  the  other  officials,  I  believe  t 
cashier,  who  said.  **  Vou  can  not  find  Mr.  Sands  here:  he  is  no  long 
connected  with  the  bank,  but  you  can  find  him  in  the  Eva 
Building." 
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ent  to  the  Evans  Buil(lin<r  with  Mr.  Schwarzkopf  and  fonn<l 
ands.  AVhen  we  entered  the  room  I  said  to  him,  without  in- 
^in^i:  myself  or  Mr.  Schwarzkopf,  "  Mr.  Sands,  I  want  all  the 
lation  you  have  concerninipr  those  Wallace  Downey  not^s." 
God,''  he  said,  "  is  that  comin<r  out  now  i ''  I  said,  "  I  don't 
that  it  is  necessarv  that  it  come  out.     I  want  the  truth  about 

ft. 

'  Well,"  he  said,  "look  at  the  i>eople  involved."  "  I  said* "  Well, 
mind  the  people  involved.  How  about  yourself?  How  did 
/pothecate  those  notes  ?  To  whom  was  the  money  paid  ?  " 
n  lie  told  me  how*  the  notes  had  been  hyix)thecated  in  the 
la  Park  Bank  and  this  trust  company  in  Connellsville,  Pa,, 
low  the  proceeds  were  divided,  naming  K.  Wilmer  Boiling, 
•  Sisler,  a  man  by  the  name  of  Cranor,  and  himself, 
er  discussing  the  details  and  making  notes  of  Mr.  Sands's  state- 
I  asked  him  if  he  would  reduce  them  to  affidavit  form.  He 
'Yes,  if  you  will  prepare  the  affidavit.  I  am  sick  of  this,  but 
omes  out  I  am  ruined,  because  on  June  1  T  am  to  go  away  to 
Tork  to  accept  a  new  position.  I  li-ive  been  under  fire  down 
trouble  with  the  Comptroller  of  the  Currency  and  the  Depart- 
of  Justice,  and  I  have  got  all  that  thing  fixed  up  so  that  there 
•0  no  more  come  out  of  it,  and  now  this  thing  comes  and  it 
s  me  all  back  again."  And  he  said,  "  I  would  like  to  save  Mr. 
ig,  who  is  a  friend  of  mine  and  lives  next  door."  I  said,  "  Well, 
ands,  we  will  make  this  as  j^lain  a  statement  as  possible  and 
ly  in  it  just  what  you  said,  without  going  into  painful  details." 
went  to  an  office.  I  do  not  know  whose  omce  it  was — Mr. 
irzkopf  can  throw  light  upon  that — a  lawyer's  office  in  Wash- 
1 — and  there  from  our  notes  we  prepared  this  affidavit  and 
led  to  Mr.  Sands  with  it.  Mr.  Sands  took  the  affidavit  and  he 
to  read.  There  were  some  places  that  we  left  blank  for  him 
out,  and  with  his  pen  he  entered  in  the  blank  the  information 
re  wanted  to  l)e  very  certain  about  as  regards  dates  and  so  on, 
hen  he  said,  "  There  is  one  paragraph  here  that  is  not  quite 
I  think  that  had  better  be  corrected."  And  he  corrected  it ; 
atched  it  out  and  he  wrote  on  the  margin  the  correction.  And 
all  through,  even  to  the  correction  of  spelling.  After  he  had 
)wn  to  the  last  paragraph  he  said,  "  You  are  not  investigators 
e  Walsh  committee."  We  said,  "Xo;  we  never  said  so." 
I,"  he  said,  "  I  see  you  are  a  newspaper  man.  That  makes  it 
.  I  won't  sign  anything  like  this  now  until  I  consult  with  my 
ley."  He  said,  "Will  you  go  outside  until  I  get  my  attorney?" 
Schwarzkopf  and  I  went  into  the  other  room — there  were  two 
in  this  suite — with  this  paper.  I  said  to  Schwarzkopf,  "I 
believe  he  will  sign  that.  We  better  get  that  over  to  the  Ship- 
Board  immediately,  while  we  are  waiting  here  for  the  attorney." 
ent  to  the  Shipping  Board  and  we  saw  Mr.  John  T.  Meehan 
thers — I  believe  Mr.  Norton  and  Mr.  Hart — and  laid  this  be- 
hem,  and  Mr.  Meehan  sent  us  down  to  the  photostat  depart- 
with,  I  think  Mr.  Hart,  and  there  the  original  document  was 
stated,  one  copy  was  reserved  for  the  files  of  the  Shipping 
I,  a  copy  was  given  to  me,  and  one  copy  was  given  to  Mr. 
irzkopf.  This  is  the  or^nal  copy  given  to  me,  which  I  sub- 
itly  turned  over  to  Mr.  Fisher. 
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When  we  returned  to  the  office  of  Mr.  Sands  there  was  loudca-i 
versation  going  on  in  the  other  room;  they  had  not  yet  comeoatkl 
us;  and  we  remained  in  that  anteroom,  with  Mr.  Sands^s  stof* 
rnpher,  who  in  the  meantime  was  making  copies  of  the  carbon  « 
of  this,  without  the  corrections,  for  perhaps  a  half  an  hour.  FiDiwJ 
Mr.  Sands  dismissed  his  attorney  and  asked  us  to  come  into  the  <nr 
room,  and  he  said,  '*  My  attorney  will  not  permit  me  to  sign  thk' 
And  he  took  the  paper  from  my  hands,  and  I  think  destroyed  it 
We  were  not  intereste<l  in  the  original  paper,  because  the  record <l 
what  he  liad  said  was  in  the  hands  of  the  shipping  Board. 

1  saw  Judge  (xoff  about  this,  C'ommander  Clements,  Admiral  Ba- 
son, Secretar}^  Daniels,  Secretary  Meredith,  ex-Secretary  Williii 
(jr.  AIcAdoo,  urging  them  for  the  decency  of  public  service  to  mabi] 
full  and  complete  i n vest ijifat ion  of  these  charges,  because  they  affected 
the  President's  family,  his  brother-in-law.  f  never  made  muchheii 
wav,  as  far  as  getting  anything  further  done. 

The  Chairman.  Did  j'ou  prepare  the  concluding  paragraph  of  ftii 
document : 

This  aflulavit  is  frwMy  iiindo  by  iiu»  with  th<»  <U»sire  that  it  shaU  notbemrf 
for  newspainr  iniblication,  Imt  may  be  submitted  to  the  subcommittee  of  tiM 
House  of  Representatives. 

Mr.  McCann.  Yes,  sir.  We  had  talked  about  that,  and  I  puttf 
that  in.  lie  expressed  gr^at  anxiety  lesl  this  thing  mi^ht  come<rt 
1  said  I  was  not  desirous  of  having  it  come  out  at  all;  in  fact,Ifii 
not  think  it  should  be  brought  out  until  the  officials  involved  W 
(^very  opportunity  to  have  the  truth  aired.  It  was  not  for  pablifltj 
purposes,  and  I  wanted  to  assure  you  of  that,  even  in  writing. 

The  Chaikman.  At  the  time  this  was  prepared,  had  there  bwiii 
iibel  suit  Jbrought  against  your  newspaper? 

Mr.  McCann.  Oh,  yes,  the  accusations  made  by  Mr.  E.  E.  Gi» 
concerning  the  manner  in  which  Wallace  Downey  Shipbuilding  C«* 
poration  had  obtained  money  from  the  Shippmg  Board  in  Itrgi 
sums,  advanced  to  it  before  any  work  was  undertaken,  had  all  befl 
pul)Iished  by  me,  and  the  corroborating  evidence  of  that  transactitf 
was  all  so  unimpeachable  and  correct  that  it  would  have  been  a  nu^ 
carriage  of  justice  not  to  have  published  the  facts,  disclosing,  asth« 
did,  jthe  corruption  and  rescality  and  favoritism  going  on  in  tl 
Shipping  Board.  We  published  that  statement,  and  Mr.  Wall* 
Downey  immediately  brought  suit  against  the  Globe,  although  ^ 
never  filed  a  bill  of  complaint  and  that  suit  was  a  heroic  gesture. 

The  Chairman.  Well,  has  it  ever  been  tried? 

Mr.  McCann.  Never,  nor  will  it. 

The  (^hairman.  Is  it  pending? 

Mr.  McCann.  No.  lie  never  filed  a  bill  of  complaint  within  f 
time  limit  of  liO  days  in  which  he  was  permitted  to  do  so.  He  sen 
papers  upon  the  Globe,  and  the  following  day  advertised  in  the  N 
I'ork  ])apers.  including  the  New  York  Times,  that  he  had  sued  i 
(ilobe  for  this  libel,  and  that  never  had  he  directly  or  indirec 
given  a  bribe  to  any  public  official  of  any  kind  whatsoever.  Tl 
was  the  advertised  defense,  since  which  we  have  heard  no  more  ab 
it.  The  (ilobe  would  have  been  very  glad  to  have  paid  his  com 
fees,  to  have  had  him  go  on  with  his  suit. 
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e  Chairman.  Since  that  affidavit  was  prepared  but  not  siffned, 
you  conferred  with  any  of  the  officials  of  the  Shipping  Board 
reference  to  the  transaction? 

'.  McCann.  Yes,  with  Admiral  Benson,  with  Commander  Clem- 
with  John  T.  Meehan,  with  Lieut,  or  Capt.  Norman  McLeod, 
investigators  Norton  and  Hart  and  Richardson  and  Fisher,  with 
Secretary  of  Agriculture,  Mr.  Meredith,  and  Secretary  of  the 
r,  Mr.  Daniels. 

le  Chairman.  No  Shipping  Board  people. 
•.  McCann.  Yes.    With  Judge  Goff. 

le  Chairman.  Have  they  told  you  whether  or  Jiot  any  investiga- 
was  being  made? 
:.  McCann.  No. 

le  Chairman.  Have  you  asked  whether  they  were  investigat- 
t? 

r.  McCann.  No. 
le  Chairman.  Have  you  asked  whether  they  had  the  informa- 

r.  McCann.  I  was  informed,  but  I  do  not  know  how  credibly. 
Admiral  Benson  had  called  Mr.  Boiling  into  his  office  and  had 

id  with  him  about  this,  and  Mr.  Boiling 

le  Chairman.  Who  told  you  this? 

".  McCann.  I  am  not  sure  whether  the  statement  was  made  hy 

Richardson  or  Mr.  Fisher,  that  Mr.  Boiling 

le  Chairman.  Well,  neither  Mr.  Goff  nor  Admiral  Benson  told 
or  Mr.  Boiling?  ^ 

r.  McCann.  No.    It  was  said  that  Mr.  Boiling 

le  Chairman.  No,  never  mind,  I  do  not  care  what  somebody  else 

you,  unless  it  was  in  this  matter. 

?.  McCann.  Well,  I  do  not  know. 

le  Chairman.  Did  you  ever  talk  with  Mr.  Boiling  about  tliis? 

r.  McCann.  No. 

le  Chairman.  Have  you  ever  talked  with  Mr.  Sands  about  it 

1? 

r.  McCann.  This  morning. 

le  Chairman.  Only  this  morning? 

r.  McCann.  Yes. 

le   Chairman.  Have  you  ever  talked  with   any  of  the  bank 

als  since  ? 

r.  McCann.  No. 

le  Chairman.  Have  you  ever  talked  with  any  of  the  Downey 

building  officials  since? 

r.  McCann.  No. 

le  Chairman.  Did  you  get  the  information  contained  in  this 

i^ned  paper  from  anybody  else  except  Mr.  Sands  ? 

r.  McCann.  Part  oi  it,  yes ;  part  of  it. 

le  Chairman.  From  whom  else?  , 

r.  McCann.  Mr.  Fuller  told  me  that  those  notes  had  been  in  his 

ession.    I  did  not  know  much  about  the  notes,  except  that  Mr. 

injr's  name  had  been  mentioned.     Then  I  went  to  Mr.  Sands 

he  purpose  of  having  that  statement  corroborated,  and  he  threw 

her  light  upon  the  statement  by  giving  me  the  details,  some  of 

h  have  been  put  to  the  proof  by  Mr.  Fisher,  I  understand  from 
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his  testimony,  tliroii^li  these  aflidavits  from  the  banking  officiak 
that  checks  up  on  the  information  that  Mr.  Sands  gave  me  and  wl 
I  in  turn  gave  Mr.  Fisher,  as  to  the  accuracy  of  these  transacti* 
the  names  of  the  banks  and  the  dates  when  tne  notes  were  hypo) 
cated,  and  the  amount  involved,  $40,000. 

The  Chairman.  Have  you  any  questions,  Mr.  Kelley  ? 

Mr.  Keixey.  Mr.  McCann,  the  proof  of  this  would  involve 
necessity  of  hearin<r  probably  some  of  the  parties  to  this  transact 
would  it  not? 

Mr.  McCann.  I  understand  Mr.  Sands  is  here  now.    I  sav 
there  a  minute  a^o. 

The  Chairman.  But  that  does  not  answer  Mr.  Kelley's  ques 
Mr.  McCann.  The  proof  of  these  charges  would  involve  caJ 
some  of  the  parties  involved  in  them,  would  it  not? 

Mr.  Kelley.  That  is  to  say,  the  proof  obtainable  from  pa 
other  than  these  would  not  be  sufficient,  perhaps,  to  estabhsh 
truth  of  these  charges ;  in  other  words,  do  you  think  that  it  c 
be  proven,  from  your  investigation  of  it,  without  calling  Mr.  Si 
or  Air.  Boiling  or  Mr.  Cranor,  or  whoever  it  is. 

Mr.  McCann.  Well,  the  complexion  of.  these  notes  is  not  a 
healthy  complexion. 

Mr.  Xelley.  No. 

ifr.  McCann.  The  very  fact  that  money  did  pass  and  somel 
got  money,  and  Mr.  Sands  says  this  is  what  he  did  with  the  mc 
is  as  positive  as  the  grave. 

>  Mr.  KELij^:y.  You  see  what  I  am  getting  at  is  this,  Mr.  McC 
If  what  is  set  up  here,  or  what  you  think  the  facts  are,  coul 
proven  without  the  use  of  any  of  these  pailies,  why  that  prol 
would  be  the  duty  of  the  committer,  to  proceed  along  that  line. 

Mr.  McCann.  I  think  so,  because  I  oelieve  if  they  are  hn 
here,  they  get  an  automatic  immunity  bath,  do  they  not? 

Mr.  Kelley.  Well,  T  am  not  quite  sure  how  far  that  goes,  bi 
(piestion  always  arises. 

Mr.  McCann.  Mr.  Sands  spoke  to  me  about  that  himself 
May,  and  he  was  ccmsidering  the  advisability  or  expedient 
coming  before  the  Walsh  Committee  for  the  purpose  oi  gettii 
immunitv  bath,  so  that  he  could  tell  it  all. 

Mr.  Kelley.  You  can  leadilv  see  that  the  committee  woulc 
I  supi)ose,  speaking  for  committees  generally,  no  committee  ^ 
!)(»  anxious  to  do  a  thing  of  that  sort. 

Mr.  McCann.  I  am  quite  sure  of  that.  .> 

Mr.  Kelij«:y.  And  if  there  were  other  methods  of  provu 
which  further  investigation  might  bring  forth,  it  would  be  ui 
would  it  not,  to  call  any  of  these  parties? 

Mr.  McCann.  I  think  so.  Congressman.  I  think  the  integr 
the  committee's  purpose  has  been  clearly  established  by  wha 
been  already  done. 

Mr.  Kelley.  Do  you  think,  if  the  proper  investigation  wa 
upon  this  whole  matter,  that  the  truth  of  these  charges  cou 
sustained  without  calling  Mr.  Sands;  or  if  not,  that  fact  woulc 
be  determined  and  then  the  committee  could  determine  whethc 
Sands  should  be  called  or  not? 

Mr.  McC /ANN.  You  are  asking  me  for  a  personal  opinion.  1 
a  very  strcmg  conviction  that  with  respect  to  Mr.  Sands,  even  tl 
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bould  get  immunity  in  this  transaction,  he  should  be  called,  be- 
B  there  are  other  matters  not  yet  disposed  of  in  which  he  is  con- 
ed and  which  are  so  directly  related  to  this  that  now,  while 
s  living  and  capable  of  telling  the  committee  whether  or  not  he 
^erately,  with  full  consideration  of  what  he  was  doing,  intro- 
?d  those  changes  in  his  own  handwriting.  I  think  that  fact 
Jd  be  established  before  the  committee.  He  is  only  a  go-between 
iow;  in  this  particular  transaction  he  is  hardly  a  principal, 
admits  he  simply  acted  as  an  instrument  to  obtain  this  great 
•r  for  the  Downey  Corporation,  through  his  friend  on  the  Ship- 
:  Board,  Mr.  Boiling,  and  that  the  consideration  was  $40,000, 
5  divided  up  as  he  describes  it  there. 

r.  Kelley.  He  would  be  a  part  of  a  conspiracy  to  defraud  the 
ernment,  would  he  not? 
r.  McCann.  Yes;  surely, 

r.  Kjeli^y.  This  is  a  new  matter  to  me,  Mr.  Chairman.    I  never 
heard  of  this  until  this  morning.    I  do  not  know  how  much 
ideration  you  have  given  to  the  question  of  what  witnesses  should 
ailed  to-day. 

he  Chairman.  Have  you  any  further  questions  from  Mr. 
3ann? 

r.  Kelley.  No.  I  was  trying  to  get  from  Mr.  McCann,  because 
las  given  this  a  good  deal  of  consideration,  whether  in  his 

ion 

r.  McCann.  I  think  Mr.  Sands  should  be  called.  I  do  not  care 
It  the  others ;  I  think  Mr.  Sands  should  be  called,  because  he  has 
L  connected  with  this  from  the  beginning,  and  there  is  a  state- 
t  that  he  made  freely  and  voluntarily,  and  he,  at  least,  should 
tify  it  and  describe  the  conditions  under  which  it  was  obtained 
1  him  now.  I  do  not  know  what  statements  may  be  made  here- 
r  to  explain  this  away. 

he  Chairman.  The  committee  will  lake  recess  for  10  minutes. 
Vt  this  point  the  committee  took  a  short  recess.) 
he  Chairman.  Mr.  Tucker  K.  Sands. 

TESTIMONY  OF  MK.  TTJCKEE  K.  SANDS. 

The  witness  was  duly  sworn  by  the  chairman.) 

he  Chairman.  What  is  your  name,  Mr.  Sands? 

r.  Sands.  Tucker  K.  Sands. 

he  Chakman.  Where  do  you  reside? 

r.  Sands.  At  44  West  Forty- fourth  Street,  New  York  City. 

he  Chairman.  What  is  your  business,  Mr.  Sands? 

r.  Sands.  I  am  manager  for  a  brokerage  concern. 

lie  Chairman.  What  concern? 

r.  Sands.  Halsted  &  Harrison. 

le  Chairman.  Did  you  formerly  reside  in  Washington? 

r.  Sands.  Yes,  sir. 

\e  Chairman.  What  was  your  business  in  Washington? 

r.  Sands.  Well,  for  the  last  two  years  I  have  been  out  of  business. 

nerlv  I  was  cashier  of  the  Commercial  National  Bank. 

\e  Chairman.  Are  you  under  indictment  for  some  offense,  Mr. 

Is? 
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Mr.  Sands.  Yes,  sir. 

The  CHAiR3fAN.  What  offense  is  that? 

Mr.  Sands.  I  am  under  indictment  for  allowing  a  company  to 
draw,  in  which  I  was  interested — a  shipping  company. 

The  Chairman.  What  company  was  it? 

Mr.  Sands.  It  was  the  (General  Shipbuilding  &  Aero  Co. 

The  Chairman.  Has  the  case  ever  D«en  tried? 

Mr.  Sands.  No,  sir. 

The  Chairman.  Have  you  tried  to  have  it  settled  without  o 
to  trial? 

Mr.  Sands.  I  have  tried:  yes,  sir. 

The  Chairman.  Is  it  l)eing  handled  by  the  Department  of  .1 
at  Washington? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Do  you  recall  having  conferred  with  Mr.  M< 
and  ilr.  Schwarzkopf  with  reference  to  certain  transactioT^^  re 
to  the  Downey  Shipbuilding  Co.  and  certain  notes? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Will  you  look  at  that  photostat  copy  [ha 
witness  paper],  and  state  whether  or  not  that  appears  to  be  a 
graph  of  a  form  of  affidavit  which  was  presented  to  you  for  sign 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  When  first  did  you  meet  Mr.  McCann  c 
Schwartzkopf  ? 

Mr.  Sands.  I  think  it  was  last  May,  the  date  of  this  [exar 
paper].     It  was  about  May,  1920. 

The  Chairman.  Whom  did  they  represent  themselves  to  l>e 

Mr.  Sands.  One  said  he  was  with  the  Globe  and  the  other  \v 
American,  newspapers. 

The  Chairman.  Did  thev  state  that  thev  had  anv  connectic 
this  committee? 

Mr.  Sands.  Yes:  thev  said — thev  did  not  sav  thev  had  ai 
nection  with  the  committee,  but  said  that  they  wanted  to 
some  information  to  the  committee. 

The  (^HAiRMAN.  Did  you  give  them  the  information  conta 
this  document? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Of  which  this  is  a  copy? 

Mr.  Sands.  Yes,  sir.  I  have  not  read  it  over  recently  and  ; 
the  facts  may  be  just  a  little  different.     I  have  not  read  it  ov( 

The  Chairman.  I  wish  you  would  look  at  that  and^dce 
read  it  over,  and  state  whether  these  insertions  in  writing  are 
handwriting,  and  whether  that  is  a  copy  of  the  document  t 
prepared  for  your  signature. 

Mr.  Sands  (after  examining  paper).  YeSj  sir. 

The  Chairman.  This  is  the  document,  is  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Why  did  you  not  sign  it? 

Mr.  Sands.  Because  I  talked  with  my  counsel.  I  thou 
matter  was  serious;  I  talked  with  my  counsel,  and  he  advised 
to  sign  it. 

The  Chairman.  Who  is  vour  counsel? 

Mr.  Sands.  Mr.  Peyton  (rordon,  of  Washington 
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c  Chairman.  Did  Mr.  McCann  and  Mr.  Schwartzkopf  come  to 
office  with  the  affidavit  and  ask  you  to  sign  it,  and  you  told 
to  wait  until  you  could  confer  with  your  attorney? 
r.  Sands,  les,  sir. 

e  Chairman.  Did  you  confer  with  your  attorney? 
r.  Sands.  Yes,  sir. 

e  Chairman.  And   did  you  toll   Mr.  McCann  later  that  you 
Id  not  sign  it? 
~r.  Sands.  Yes,  sir. 
e  Chairman.  Wliat  did  you  do  with  it? 
Sands.  T  think  I  have  the  old  affidavit  at  home;  I  did  not 
ibroy  it. 

e  Chairman.  You  did  not  destroy  it? 
r.  Sands.  No. 

e  Chairman.  Do  you  know  Mr.  John  Cranor? 
r.  Sands.  Yes,  sir. 
e  Chair:man.  Who  was  he! 
^StLr.  Sands.  Well,  he  is  a  promoter,  a  man  whom  I  have  known  for 
airs,  living  in  Eichmond,  Va.,  and  he  represented  the  Downey  Ship- 
Lilding  Co.  at  that  time. 

The  Chairman.  Do  you  know  Mr.  Frank  Fuller? 
Af  r.  Sands.  Yes,  sir. 
The  Chairman.  Who  was  he? 
^Ar.  Sands.  He  was  president  of  the  Columbia  Hotel  Supply  Co., 

of  Armour's  companies  in  Washington. 
The  Chairman.  Do  you  know  Mr.  William  Murtaugh? 
^Mr.  Sands.  Yes,  sir. 
The  Chairman.  Who  is  he? 

Air.  Sands.  Mr.  William  Murtaugh  was — I  really  do  not  know 
^Kat  his  occupation  Avas,  but  when  my  indictment  was  under  way 
J^  came  to  me  through  Mr.  Fuller  and  tried  to  have  it  quashed.  I 
^^  not  know  him  any  further. 

The  Chairman.  Do  you  know  Mr.  Musher? 
Mr.  Sands.  Yes,  sir. 
The  Chairman.  Who  is  he? 

Mr.  Sands.  He  is  president  of  the  Pompeian  Oil  Co. 
The  Chairman.  Where  does  he  live? 
Mr.  Sands.  He  lives  in  Washington,  with  an  office  in 
The  Chairman.  Were  you  connected  at  all  with  the  Ti 
*ank? 

Mr.  Sands.  I  was  a  director;  yes,  sir. 
The   Chairman.  Were   you   at    all    connected    with 
Trust  Co.  of  Connellsville  ? 
Mr.  Sands.  No,  sir. 

The  Chairman.  Do  you  know  Mr.  Lester  Sifller? 
Mr.  Sands.  Yes,  sir. 

The  Chairman.  Do  you  know  Mr.  R.  Wi 
Mr.  Sands.  Yes,  sir. 
The  Chairman.  Did  you  give  Mr.  M< 
the  information  upon  which  this  affidATtt' 
Mr.  Sands.  Yes,  sir. 
The  Chairman.  Where  were  you 
Mr.  Sands.  I  was  in  mv  office  in 
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The  Chairman.  Are  you  willing  to  state  here  now,  on  yourod 
that  the  statements  contained  in  this  photostat  copy  of  the  affidn 
which  was  presented  to  you  for  signature,  are  true  ? 

Mr.  Sands.  Yes ;  with  one  thing  that  I  would  have  to  look  up^ii 
that  is  whether  I  paid  Mr.  Boiling  any  of  the  proceeds  of  th 
notes. 

The  Chairman.  Don't  you  know  you  never  paid  him  a  cent! 

Mr.  Sands.  I  don't  I'ecall  that  I  did  pay  him  on  this  deal;  14 
think  I  did. 

The  Chairman.  Did  you  ever  have  any  talk  with  him  about  I 
pavment  of  the  proceecls  of  these  notes? 

Mr.  Sands.  No,  sir. 

The  (^HAiRMAN.  Did  you  ever  have  anv  talk  with  anvbody  enter 
into  an  arrangement  whereby  he  was  to  receive  the  proceeds  oil 
of  these  notes  ^ 

Mr.  Sands.  Do  you  mean  did  I  talk  to  him  ? 

The  Chairman.  Or  anybody  representing  him? 

Mr.  Sands.  I  talked  to  him  in  the  first  instance. 

The  Chairman.  When  was  that? 

Mr.  Sands.  Well,  it  was  alx)ut  the — I  think  it  must  havebeena 
May,  1917;  something  like  that.     1  can  not  recall  the  dates. 

The  Chairman.  And  where  was  that  talk  had? 

Mr.  Sands.  In  mv  rooms  at  the  Willard  Hotel. 

The  Chairman.  Was  he  then  connected  with  the  Shippinjrl^ 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  What  was  that  talk  i 

Mr.  Sands.  Well,  the  talk  was  a  general  one;  if  we  got  thi 
tract  he  was  to  share  in  the  proceeds,  that  is  all. 

The  Chairman.  If  we  got  the  contract ;  if  who  got  the  contr 

Mr.  Sands.  Well,  if  1  used  my  influence  to  get  him  the  co 
that  is  all. 

The  Chairman,  "^'ou  said  your  influence  with  whom? 

Mr.  Sands.  I  saw  Mr.  Sislor  and  Mr.  Boiling;  they  were  tl 
I  introduced  to  Mr.  Cranor,  and  Mr.  Cranor  was  the  represei 
of  Mr.  Downey. 

The  Chairman.  Don't  vou  know,  as  a  matter  of  fact,  th 
Boiling  and  Mr.  Sisler  did  not  have  anything  to  do  with  the  : 
ing  of  contracts  in  the  Shipping  Board? 

Mr.  Sands.  Yes. 

The  Chairman.  Then  how  did  you  expect  to  get  a  conti 
using  your  influence  with  two  men  who  had  nothing  to  d 
awarding  contracts? 

Mr.  Sands.  I  can  not  answer  that. 

The  Chairman.  You  can  not  answer  it? 

Mr.  Sands.  No. 

The  Chairman.  Did  you  ever  receive  a  letter  from  Mr.  B 

Mr.  Sands.  I  do  not  recall  any  letter  from  him. 

The  Chairman.  Do  you  know  whether  or  not  Mr.  BoUii 
sold  a  dwelling  house  to  Mr.  Downey,  or  some  member  of  the  1 
!^hipbuilding  Corporation? 

Mr.  Sands.  Not  to  my  knowledge. 

The  Chairman.  You  do  not  know  about  that? 

Mr.  Sands.  I  never  heard  of  it. 
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Chairman.  Would  you  be  surprisi't]  i-.  k:- 

house  i 

Sands.  I  would. 

CiiAiuMAN.  And  that  at  the  time  v<»u  ii1j-i'- 

■ 

ace.  he  had  not  paid  for  the  whole  of  ii  r 
Sands.  I  do  not  know  anything  about  ii. 
Chairma:^'.  Did  he  ever  sell  you  a  hf»Us^  : 
Sands.  Mr.  Bollint^? 
Chairman.  Yes. 
Sands.  Yes:  he  sold  nie  a  lot. 
Chairman.  Did  you  pay  him  for  it '. 
Sands.  I  owe  him  $0()0  now. 
Chairman.  I  show  you  this  letter  aij-    e^i 
that  letter  from  Mr.  Bollinp? 
Sands.  Well,  T  do  not  recall  it.     I   i'   ht    . 
ry  to  <^et  him  to  help  me. 
Chairman.  What  was  the  help  yoi.  v.^r 
Sands.  I  was  un«ler  indictment  in  ?«?::«:• 


• .  I '       ^ 


Ii' 

IS-      • 


•  «• 


CiiAntMAN.   You  sav  vou  have  ii'.   ii. .  f    .i- 
tter  from  Mr.  Bollin<r^ 
Sands.  I  have  no  doubt  I  did.  iiUi  I  'j*  iiv 
Chahjman.  The  letter  is  dated  ^K-uji**-  }■ 

I»IM>M>\   tiK  (  >rKUAIH>\S.    l.'v'Ii.i:   >:      It        .-.    t" 


Mi:.  Sa.mjs:   Kofi'rrin;:  h»  "ur  TjiI!    :   *■   iri- 
TVrni'  ill  \oiir  lu'Iiiilf.  I  \vi*fli  !••  '■'•ii1j»-i 
.•iinliii;^.    P»v  ^»*!^^*<»^  of  tlu'  frifijilsiiij'  •':..l^  .-^  *•• 
K'  iix'lincd  tn  hv\\t  you  in  aii\  wn;.   ti.;?       '^iu 
:ith  mo  thaf  to  follow  your  siiL'U'i»:ii»'    .  *'j* 
It  lK»<':nis<»  of  my  ivlntioiis  wiili  ;li*-  U:*-^-  ^i 
■»'  with  tlM*  proci'ssos  of  tin*  Ih-iistih-   ■    ■ 
>iis  liiist-oiistnit-iloii.  but  iinr^roiiHr 
•^iithfiilly. 


you  ask  him  to  intercede  v  it:   w- 

Sands.  I  do  not  know  al^iir  wji:  ^#f 
asked  him,  owinp  to  his  '-omi^-ajifL- 

see  what  influence  he  couii* — « 
'  DejKirtment  of  Justie^V  jjajmi 
mds  of  tlie  court,  and  I  irn- ?  n 

that  it  sliould  i>e  quasbttf 

('HAiK^rAN.  What  di'j  \u 

.Sands.  T  wanted  Ijin.  \* 
•view  it  with  the  disir** 
u  dismiss  it.    That  J?-  «'■  j 

Chairman.  Did  \tt 

m 

I  to  do^ 

Sands.  Well.  u!ii«- 
Iv  that  I  ou'rht  I*'  • 
he  matter  disjHJr.^ 

i)adlv  treated,  l 
I  at  it  right  an     }^u. 

meant  mud.  i*'^ 


%  f 


-  ••«-^--  -  » 


lie 

ata- 
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The  Chaikman.  That  was  never  done,  was  it? 

Mr.  Sands.  It  never  was. 

The  Chairman.  Now,  then,  how  did  it  happen  that  you  had  fre- 
quent conferences  with  Mr.  John  Cranor? 

Mr.  Sands.  Mr.  Cranor  w^as  a  man  I  had  known  for  a  number  of 
3'ears,  and  he  represented  the  shipbuilding  company;  and  further- 
more, he  was  very  active  in  w^ar  work  down  there  in  Washington, 
and  lived  at  the  same  hotel — from  all  those  facts  I  had  a  talk  with  ; 
him. 

The  Chairman.  Did  vou  introduce  him  to  Mr.  Boiling  and  to  Mr. 
Sisler?^ 

Mr.  Sands.  Well :  yes,  sir. 

The  Chahiman.  Did  you  know  anvbody  else  in  the  Shipping 
Board? 

Mr.  Sands.  I  don't  think  I  did. 

The  Chairman.  Did  Mr.  Cranor  agree  to  pay  some  commissions 
to  you? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  ever  hear  him  agree  to  pay  Mr.  Boiling 
anything? 

Mr.  Sands.  No,  sir. 

The  Chairman.  Did  you  ever  hear  him  agree  to  pay  Mr.  Sisler 
anything? 

Mr.  Sands.  No,  sir. 

The  Chairman.  Did  you  ever  have  any  conference  with  Mr.  Boi- 
ling and  Mr.  Sisler  and  Mr.  Cranor,  after  this  first  introduction, 
when  they  ^vere  all  there  together? 

Mr.  Sands.  I  can  not  recall,  but  I  think  it  more  than  likely  that 
I  did. 

The  Chairman.  But  you  can  not  recall  it? 

Mr.  Sands.  Well,  because  I  could  not  remember  the  interview. 
We  had  so  many  of  them,  you  know.  They  were  up  at  my  office 
almost  everv  evening. 

The  Chairman.  He  was  up  there  at  your  office  nearly  every 
evening?    What  do  you  mean? 

Mr.  Sands.  Mr.  Boiling,  Jlr.  Cranor,  and  Mr.  Sisler  were  there 
very  frequently. 

The  Chairman.  AVhat  were  they  doing  there? 

Mr.  Sands.  Endc^avoring  to  get  contracts  similar  to  this. 

The  Chairman.  They  came  up  to  your  office  to  try  to  get  contracts 
with  the  Shipping  Board? 

Mr.  Sands.  To  discuss  them;  yes,  sir. 

The  Chairman.  To  discuss  contracts? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  did  not  have  anything  to  do  wnth  the  award- 
ing of  contracts,  did  you? 

Mr.  Sands.  Not  a  thing. 

The  Chair]\ian.  And  Mr.  Sisler  had  nothing  to  do  with  it,  did  he! 

Mr.  Sands.  I  do  not  know  that  he  did. 

The  Chairman.  Mr.  Boiling  had  nothing  to  do  with  it,  did  he! 

Mr.  Sands.  He  did  not. 

The  Chairman.  At  that  time  he  was  a  clerk  in  the  treasurer'^ 
office? 
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Mr.  Sands.  Yes,  sir. 

The  Chair^i AN.  He  was  not  even  treasurer  of  the  SliippingTBoard 
then  ? 

Mr.  Sands.  That  is  correct. 

The  Chairman.  Did  you  ever  meet  Mr.  Downey  himself? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  introduce  him  to  Mr.  Boiling  ? 

Mr.  Sands.  I  do  not  recall  whether  I  introduced  nim  or  Mr. 
Cranor  introduced  him,  but  I  think  it  likely  that  I  did  introduce 
him. 

The  Chairman.  Did  you  introduce  him  to  Mr.  Sisler? 

Mr.  Sands.  I  think  the  same  thing  is  true  as  to  that. 

The  Chairman.  How  many  times  did  you  meet  Mr.  Downey? 

Mr.  Sands.  Fre(jnentl3%  in  Washington. 

The  Chairman.  What  about? 

Mr.  Sands.  He  was  very  anxious  to  get  contracts,  and  he  came 
to  me  as  a  friend  to  the  other  two  parties,  to  see  if  they  could  help 
him  in  these  matters. 

The  Chairman.  Mr.  Wallace  Downey  and  the  Downey  Shipbuild- 
ing Corporation,  or  I  mean  of  the  Downey  Shipbuilding  Corpora- 
tion, came  to  you  to  have  you  exercise  your  influence  with  Mr.  Boiling 
and  Mr.  Sisler  to  get  contracts  with  the  Shipping  Board. 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  not  Mr.  Downey  know  that  Mr.  Sisler  and 
Mr.  Boiling  had  nothing  at  all  to  do  with  the  awarding  of  contracts 
by  the  Shipping  Board? 

Mr.  Sands.  I  suppose  he  did. 

The  Chairman.  Well,  then,  why  was  he  spending  his  time  with 
you? 

Mr.  Sands.  I  can  not  say. 

The  Chairman.  Did  he  tell  you? 

Mr.  Sands.  Well,  no  more  than  what  I  have  stated. 

The  Chairman.  Did  he  ever  tell  you  that  he  had  gone  to  the 
proper  officials  of  the  Shipping  Board  in  an  eflFort  to  get  contracts 
and  could  not  get  them  ? 

Mr.  Sands.  I  think  he  did  say  so. 

The  Chairman.  Who  did  he  say  he  went  to? 

Mr.  Sands.  I  can  not  recall.  He  must  have  gone  to  the  directors 
and  officers  of  the  Shipping  Board,  but  I  do  not  know  as  to  that. 

The  Chairman.  Who  hatched  up  this  plan  just  set  forth  in  this 
document  here  with  reference  to  the  payment  of  $40,000  and  the 
division  of  the  commissions? 

Mr.  Sands.  Well,  the  plan  originally  was,  as  far  as  Mr.  Downey 
went,  just  to  pay  the  $40,000:  he  had  nothing  to  do  with  the  division. 
He  did  not  know  anything  about  it. 

The  Chairman.  Who  first  suggested  that  there  should  be  a  pay- 
ment of  $40,000? 

Mr.  Sands.  I  do  not  know  how  the  amount  was  agreed  upon,  but 
think  it  very  likely  that  Mr.  Cranor  suggested  it. 

The  Chairman.  Suggested  it  to  whom  ? 

Mr.  Sands.  To  Mr.  Downev. 

The  Chairman.  Who  did  Mr.  Downey  suggest  it  to? 

Mr.  Sands.  I  do  not  know. 
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The  Chairman.  When  did  you  first  learn  of  it? 

Mr.  Sands.  I  learned  of  it  after  we  had  gotten  the  contract. 

The  Chairman.  After  you  liad  gotten  the  contract? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  During  all  those  discussions  that  took  place  in 
your  room  with  reference  to  Mr.  Downey  getting  a  contract  witk 
the  Shipping  Board,  was  there  anything  Uien  said  about  paying 
money  to  you  or  to  these  other  two  gentlemen  for  getting  the  con- 
tract? 

Mr.  Sands.  Not  that  I  know  of. 

The  Chairman.  Nothing  was  said  then. 

Mr.  Sands.  Not  that  I  know  of. 

The  Chairman.  So  that  you  were  not  working  for  pay  in  trying 
to  help  this  man  get  a  contract  ? 

Mr.  Sands.  Not  at  that  time. 

The  Chairman.  When  did  you  first  start  to  work  for  pay? 

Mr.  Sands.  Well,  we  expected  if  we  got  a  contract  to  get  paid. 

The  Chairman.  Who  told  you  you  would  get  paid? 

Mr.  Sands.  Mr.  Cranor. 

The  Chairman.  When? 

Mr.  Sands.  He  told  us  during  the  interviews  we  had  that  if  iw 
got  it  Mr.  Dow^ney  would  be  willing  to  pay  a  good  commission. 

The  Chairman.*^  Did  he  say  how  much  ? 

Mr.  Sands.  I  do  not  think  he  did,  not  until  afterwards. 

The  Chairman.  Until  after  what? 

Mr.  Sands.  Until  after  he  got  the  contract. 

The  Chairman.  Did  you  ever  hear  him  say  a  single  word  to  JCr. 
Sisier  or  to  Mr.  Boiling  that  they  were  going  to  get  any  money? 

Mr.  Sands.  Never. 

The  Chairman.  Did  you  ever  hear  Mr.  Downey  say  that  to  than! 

Mr.  Sands.  No  ;  never. 

The  Chairman.  That  they  were  to  get  any  money? 

Mr.  Sands.  No,  sir;  never. 

The  Chairman.  Did  you  ever  tell  either  of  them,  before  the  con- 
tract was  awarded,  that  they  would  receive  some  money? 

Mr.  Sands.  Yes ;  I  told  them,  because  we  expected  it  but  did  nfli 
know  how  much.    But  we  expected  to  get  a  commission  for  it. 

The  Chairman.  You  told  them  before  you  knew  that  you  were  to 
receive  any  money  that  they  would  get  some  of  it? 

Mr.  Sands.  Yes;  if  we  got  it. 

The  Chairman.  Sir? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  So.  Mr.  Cranor  came  to  Washington  and  hid 
several  conferences  with  you  and  Mr.  Boiling  and  Mr.  Sisier  in  yoor 
room  at  the  Willard  Hotel  ? 

Mr.  Sands.  Yes,  sir. 

Tlie  Chairman.  And  you  were  to  use  your  influence  with  ihosn 
two  gentlemen? 

Mr.  Sands.  I  simply  introduced  them;  that  is  all.  I  wdj^ 
brought  the  parties  together. 

The  Chairman.  Wnat  were  you  to  get  money  for,  for  the  intro- 
duction ? 

Mr.  Sanos.  Well,  I  suppose  so.    That  is  what  I  thought  at  iha 

time. 
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'he  Chairman.  That  is  what  you  thought? 

Ir.  Sands.  Yes,  sir. 

^he  Chairman.  When  they  told  you  you  would  get  some  money, 

that  Mr.  Downey  would  be  willing  to  pay  a  commission,  you 

ught  that  vou  were  to  receive  it  simply  for  introducing  Mr.  Cranor 

the  two  o&icials  of  the  Shipping  Board  who  had  nothing  to  do 

h  the  awarding  of  contracts  f 

At.  Sands.  It  was  very  difficult  in  those  times  to  tell  who  did 

ird  contracts.    Of  course,  there  were  certain  people  who  awarded 

m,  but  it  was  very  hard  to  get  at  the  people  who  did  award  them. 

ever  knew. 

The  Chairman.  Did  you  ever  go  to  anybody  in  the  Shipping 

ard  who  did  award  contracts? 

tfr.  Sands.  Never. 

The  Chauiman.  Did  you  ever  go  to  anybody  who  did  award  them  ? 

Ar.  Sands.  Never. 

The  Chairman.  How  did  you  know  who  did  award  them  if  you 

er  made  an  attempt  to  find  out  ? 

Ir.  Sands.  I  understood  it  so. 

.''he  Chairman.  Who  told  you? 

Ir.  Sands.  I  could  not  tell  you. 

^he  Chairman.  This  says,  "  $40,000  to  be  divided  amongst  us  in 
following  manner:  $25,000  to  be  paid  in  one  lot,  and  equally 

ided  in  the  sum  of  $6^250  for  each  of  the  four  of  us— Sisler,  Bol- 

y,  Cranor,  and  myself."    Mr.  Cranor  was  to  share  in  this  com- 

sion,  too,  was  he? 

Ir.  Sands.  Yes,  sir. 

^he  Chairman.  The  representative  of  Mr.  Downey? 

Ir.  Sands.  Yes,  sir. 

^he  Chairman.  Was  receiving  money  from  Mr.  Downey? 

f  r.  Sands.  Yes,  sir. 

'he  Chairman.  Was  to  pay  out  some  of  Mr.  Downey's  money  to 

lebody  else  and  then  was  to  share  in  it,  too? 

f  r.  Sands.  That  is  correct. 

^he  Chairman.  And  you  say,  "  During  the  negotiations  Mr.  Dow- 
came  to  Washington.    He  ratified  the  agreement  whereby  $40,000 

ipensation  was  to  be  paid."    Didn't  you  just  state  a  moment  ago 

t  you  did  not  know  how  much  you  were  to  get  until  after  the  con- 

3ts  were  secured? 

Ir.  Sands.  I  think  I  did. 

^he  Chairman.  Well,  is  that  true? 

fr.  Sands.  Yes,  sir. 

Tie  Chairman.  Then  how  could  Mr.  Downey  come  to  Washinton 

I  ratify  this  contract  for  $40,000? 

fr.  Sands.  He  ratified  it  afterwards. 

'he  Chairman.  After  the  contract  was  secured  ? 

fr.  Sands.  After  it  was  secured. 

'he  Chairman.  Do  you  know  the  date  of  the  Downey  contract? 

fr.  Sands.  I  do  not. 

'he  Chairman.  Do  you  know  the  date  of  his  ratifying  the  ar- 

gement  ? 

fr.  Sands.  I  do  not. 

"he  Chairman.  Did  you  receive  the  money? 
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Mr.  Sands.  Well,  iiltogether  about  $25,000. 

The  Chaikman.  That  you  received?  1^ 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  In  cash?  1^ 

Mr.  Sands.  No;  in  notes. 

The  Chairman.  Now,  then,  it  is  stated  here,  "  Payments  were  to  be 
made  by  notes  bearing  date  April  15,  1917."    Was  that  correct! 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  is  that  the  date  of  the  notes  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  you  say  "  But  Mr.  Downey  insisted  that  the 
ostensible  consideration  for  these  notes  should  be  my  services  in  pw- 
curing  a  loan  of  money  for  him."    Is  that  correct? 

Mr.  Sands.  Yes,  sir. 

The  Chaikman.  Did  you  procure  a  loan  for  him? 

Mr.  Sands:  Well,  1  got  some  money  from  the  bank. 

The  Chairman.  What  bank? 

Mr.  Sands.  From  the  Commercial  Bank,  which  was  approved bj 
the  committees  of  the  board,  on  a  very  favorable  arrangement  for 4b 
bank,  and  in  this  way :  That  the  amount  would  be  left  on  deposit  It 
would  really  strengthen  their  casli  position  that  they  wanted  the 
loan.  It  was  not  to  be  used  and  was  not  used  and  was  afterwaii 
paid. 

The  Chairman.  AVell,  he  got  a  loan  of  $100,000? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  From  the  Commercial  National  Bank  of  W«i- 
inffton  i 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Which  money  was  left  there  on  deposit!  And 
was  transferred  to  the  savings  department  of  the  bank,  was  it! 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  and  Mr.  Downey  had  a  discussion  as  to  the 
ostensible  purpose,  or  a  controversv  as  to  the  basis  upon  which  th 
$40,000  fee  was  beinj?  paid? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  he  desired  that  the  ostensible  purpose  thereoi 
should  be  "  My  services  in  procuring  for  him  a  loan  of  $100,00^)." 

Mr.  Sands.  Yes,  sir. 

The  Chairman  (reading)  :  "But  I  pointed  out  to  him  that  T  wii 
an  officer  of  the  bark,  and  as  such  could  receive  no  fee  for  such  sen 
ice."     Did  you  do  that? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  thouglit  it  was  improper  for  you  as  an  office 
of  the  bank  to  receive  a  fee  for  service  in  getting  a  loan? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  But  you  thought  it  was  all  right  for  two  official 
of  the  Shipping  Board  to  receive  a  fee  for  helping  get  a  contrad 
did  vou  ? 

Afr.  Sands.  Yes,  sir. 

The  Chairman.  You  were  looking  out  for  yourself  then,  wer€0 
you  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  did  not  care  about  these  other  two  men! 
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Ds.  Well,  I  do  care  for  them;  I  cared  for  them  then  and 

hem  now. 

viRMAN.  Did  you  know  that  these  payments  were  to  be 

)tes  to  these  men  ? 

[>s.  No— well,  I  do  not  believe  I  understand  your  question. 

iRMAN.  The  reporter  will  please  repeat  the  question. 

n  repeated.) 

1)8.  No;  they  were  not.     The  notes  were  made  payable  to 

iRMAN.  The  notes  were  made  payable  to  you? 

3S.   Yes,  sir.     I  did  not  know  that  even  until  afterwards. 

jRMAN.  You  did  not  know  that  until  afterwards? 

[)s.  No. 

VTRMAN.  Who  did  you  think  the  notes  were  going  to  be 

bleto? 

^s.  I  thought  the  payments  were  jroing  to  be  made  in  cash. 

now  that  notes  were  going  to  be  given. 

kiRMAN.  How  much  did  you  actually  receive  from  Mr. 

38.  I  think  I  got  $30,000  altogether. 

IRMAN.  Why  didn't  you  get  the  balance? 

DS.  Because  Mr.  Downey  raised  such  a  kick  about  it  that 

-well,  gave  him  back  one  note,  and  agreed  to  rebate  five 

iiRMAN.  And  five  more  notes,  do  you  mean? 

;ds.  No;  $5,000  more.     That  would  bring  it  down  to 

iiRMAN.  Y^ou  discounted  one  of  them  at  the  Takoma  Park 

iank^  for  $10,000  ? 

08.  Yes,  sir. 

AIRMAN.  When  did  you  discount  that  first  note? 

DS.  I  can  not  recall  the  date  when  it  was  discounted. 

iiRMAN.  Y'^ou  state  here  that  you  never  did  agree  that  the 

ons  were  in  any  wise  the  result  of  your  enorts  in  pro- 

an  from  your  bank? 

DS.  Yes,  sir. 

iiRMAN.   (Reading)  "  Because  the  real  effect  is  that  the 

le  payhient  of  these  fees  or  commissions  represented  by 

',  was  our  service  in  procuring  from  the  Shipping  Board, 

y  connections  thereto,  the  contract  with  Downey  or  his 


1." 


DS.  Yes,  sir. 

iiRMAN.  Did  you  know  anything  about  the  Downey  Ship- 

0.  before  3^ou  met  Mr.  Cranor? 

D8.  I  did  not. 

MRMAN.  How  much  money  do  you  say  Mr.  Boiling  ^rot 

It  of  this  transaction? 

DS.  I  do  not  think  Mr.  Boiling  got  any  of  that.    That  is 

ited  to  state,  but  I  did  not  sav  it  in  there  [pointing  to  the 

ffidavit].     I  do  not  think  Mr.  Boiling  got  any  of  that 

.IRMAN.  He  did  not  get  any  of  the  money  at  all  ? 
DS.  I  do  not  think  he  got  any. 
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The  Chairmax.  Why  didn't  he  get  it? 

Mr.  Sands.  Because  he  would  not  take  it. 

The  Chairman.  He  would  not  take  it? 

Mr.  Sands.  No  ;  he  would  not  take  it. 

The  Chairman.  And  he  never  knew  that  he  was  to  get  it,  did  W| 

Mr.  Sands.  Well,  I  suppose  he  expected  to  get  it. 

The  Chairman.  Oh,  you  suppose,  but  what  do  you  know  about  it  j 

Mr.  Sands.  I  do  not  know. 

The  Chairman.  Was  anything  ever  said  that  he  was  to  receiTCi 
money  ? 

Mr.  Sands.  Well,  I  can  not  say  that  there  was. 

The  Chairman.  No.    You  say  now  that  he  did  not  get  any  moMll| 

Mr.  Sands.  I  do  not  think  he  got  any  of  that. 

The  Chairman.  And  you  did  not  promise  him  any?  I 

Mr.  Sands.  I  think  I  promised  him,  sure,  that  he  would  get  fej 
part  of  the  fee  when  we  got  the  monej\ 

The  Chairman.  What  did  he  say? 

Mr.  Sands.  I  do  not  recall  his  conversation  now. 

The  Chairman.  Well,  if  lie  got  no  money,  how  came  it  that  J*! 
said  in  this  docuuient  you  meant,  which  you  were  asked  to  siPi'^'^ 
was  always  understood  by  Mr.  Boiling  and  among  us  that  Mr.  miaf} 
was  to  receive  $6,250  from  the  proceeds  of  the  discounts  of  the  ncteil 
but  for  some  reason  he  became  worried  and  did  not  accept  the  Wn* 
of  the  $6,250  still  due.  I  had  in  the  meantime  advanced  to  himindil'' 
ferent  sums  approximately  $1,800." 

Mr.  Sands.  That  is  correct. 

The  Chairman.  Which  is  correct  now — what  you  say  in  this  pap* 
or  what  you  have  stated  here  to  us? 

Mr.  Sands.  What  I  put  there  is  correct. 

The  Chairman.  How  did  you  give  him  $1,800? 

Mr.  Sands.  I  gave  him  as  a  loan,  up  to  that  time,  about  $1^< 
maybe  $1,900. 

The  Chairman.  As  a  loan? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  From  the  proceeds  of  the  money? 

Mr.  Sands.  Well,  I  do  not  Know  that  it  was  from  the  proceeds 
that  money,  but  it  wa^  money  I  gave  him,  out  of  my  own  money. 

The  Chairman.  Did  you  take  a  note  from  him  for  it? 

'Mjr.  Sands.  No,  sir. 

The  Chairman.  You  knew  him  pretty  well,  didn't  you,  to  let  1 
have  $1,800  without  any  note  or  security  for  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  were  in  the  banking  business,  weren't  j 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Do  you  do  that  ordinarily  with  people  you  kn 

Mr.  Sands.  Personally,  I  do. 

The  Chairman.  You  do? 

Mr.  kSands.  Yes,  sir. 

The  Chairman.  Did  you  let  Mr.  Sisler  have  any  money  that  ¥ 

Mr.  Sands.  I  let  Mr.  Sisler  have — I  loaned  one  of  his  compi 
that  he  was  in,  I  think  $5,000,  and  I  think  I  gave  him  about  $5 
I  can  not  say  exactly. 

The  Chairman.  What  kind  of  company  was  it? 
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)s.  It  was  a  gravel  company. 
iRMAN.  Without  taking  a  note? 
)s.  T  took  a  note  for  that. 
IRMAN.  Oh,  you  took  a  note  in  that  case? 
)s.  Yes,  sir.  . 

IRMAN.  Did  you  pay  this  to  Mr.  Boiling  in  one  sum? 
>s.  I  do  not  think  so.     I  think  I  gave  it  to  him  in  different 
were  very  intimate,  and  if  I  had  money  at  any  time  and 
1 1  would  be  willing  to  let  him  have  it. 
IRMAN.  How  old  is  Mr.  Boiling,  if  you  know? 
)s.  Mr.  Boiling  is  about  39  or  40  years  old.    He  is  about 

IRMAN.  What  salary  were  you  getting,  Mr.  Sands,  at  that 

)s.  At  the  bank? 

IRMAN.  Yes. 

)s.  I  was  getting  from  the  bank  about  $8,500,  and  I  had 

salaries,  too. 

IRMAN.  Do  you  know  whether  this  is  a  copy  of  a  letter 

rote  to  Mr.  McAdoo?     [Handing  witness  a  paper.] 

)s.  Yes,  sir;  I  remember  this. 

lIrman.  Did  that  have  any  connection  with  this  trans- 

)s.  No,  sir. 

IRMAN.  That  is  ancrt:her  proceeding? 

)s.  Yes,  sir. 

LiRMAN.  How  did  you  happen    to    be    writing    to    him 

>8.  Because  Mr.  McAdoo  was  Secretary  of  the  Treasury, 

ictment  was  under  the  comptroller's  office,  and  I  thought 

jview  the  case,  and  maybe  they  would  call  it  back  to  the 

's  office. 

IRMAN.  You  tried  to  get  him  to  intercede  in  your  behalf? 

)s.  Yes,  sir. 

IRMAN.  That  was  the  purpose  of  that  letter? 

)S.  Yes,  sir. 

lIrman.  Did  Mr.  Boiling  ever  repay  you  the  $1,800  he 

rom  you? 

)8.  I  think  he  paid  me  back  about  $300. 

IRMAN.  He  still  owes  you  the  balance,  then? 

)8.  Yes,  sir. 

IRMAN.  If  you  had  no  note  or  other  evidence  of  that  loan, 

1  going  to  collect  it  if  he  refuses  to  pay? 

>s.  Well,  I  do  not  ever  expect  to  collect  it.    I  didn't  ex- 

ect  it  when  I  loaned  it.     I  thought  he  would  be  entitled 

is  part  of  the  commission. 

IRMAN.  You  never  told  him  so,  did  you? 

)8.  I  have  never  said  anything  to  him  about  it. 

IRMAN.  No:    You  never  told  Mr.  Boiling  that  you  loaned 

L,800  because  he  had  $6,250  coming  to  him,  and  that  you 

r  him  get  that  $1,800  on  account? 

)s.  I  do  not  know  that  I  told  him,  but  I  had  that  in  mind. 

IRMAN.  You  had  that  in  your  own  mind? 


V 
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Mr.  Sands.  Yes,  sir. 

The  Chairman.  Isn't  it  a  fact  that  R.  Wihner  BoUing,  at  preset 
treasurer  of  the  Shij)pin^  Board,  never  received  a  single  penny fw 
you  or  from  anyboch^  else  to  help  sei'ure  a  contract  for  the  Rwra? J  f.^ 
Shipbuilding  Co.,  or  anyl)ody  else,  while  he  was  in  theemfJoyi 
the  Shipping  Board  ? 

Mr.  Sands.  I  don't  think  he  did,  no. 

The  Chairman.  Yet  you  signed  this  affidavit 

Mr.  Sands  (interposing).  No;  I  never  signed  it.  M^ 

The  Chairman.  Well,  you  agreed  to  this  affidavit,  and  v€'*I?''Mt,_ 
pared  to  sign  it  until  advised  by  your  lawyer  not  to  do  so,  sUwll'i 
that  "  Mr.  Boiling  was  to  receive  $6yi50  of  the  proceeds  of  tbeA- 
count  of  the  note,  and  that  he  became  worried  and  did  not»c«|iJ]j 
the  balance,"  but  you  had  in  the  meantime  advanced  to  himindifff- 
ent  sums  $1,800.     Those  advances  were  loans  and  had  notUngii 
do  with  the  Downev  contract:  wasn't  that  so? 

Mr.  Sands.  In  the  final  analysis  it  was. 

The  Chairman.  You  never  told  him  when  he  asked  for  alowrf 
monev:  I  will  let  vou  have  $500,  or  whatever  sum  it  was,  and^ 
we  settle  up  on  the  Downey  matter  we  will  take  it  from  what  is co* 
inff  to  vou. 

Mr.  Sands.  I  don't  think  we  ever  had  that  conversation. 

The  Chairman.  Or  anvthing  like  that? 

Mo  *     XT  • 

r.  Sands.  -No,  sir. 

The  Chairman.  There  was  nothing  said  with  reference  to  ik 
Boiling,  by  him  to  you  or  by  you  to  him,  that  he  was  to  receive  ifl 
payment  or  commission  in  connection  Avith  the  Downey  contnrti 
was  there  ? 

Mr.  Sands.  Well.  I  have  outlined  that.  In  the  original  caseths* 
was;  that  he  was  to  get  his  part  when  we  divided  it.    That  wasjl 

The  Chairman.  You  said  there  was  an  understanding? 

Mr.  Sands.  Well,  I  will  say  so.  that  there  was  an  understandio|»' 
then. 

The  Chairman.  Did  he  say  anything  to  you  that  indicated  toy* 
that  he  understood  it  ? 

Mr.  Sands.  Well,  my  recolle<*tion  is  that  he  did. 

The  Chaiijman.  Well,  when,  where,  and  what  was  said? 

Mr.  Sands.  Well.  I  can  not  recall.  That  was  a  conversation  tW 
occurred,  but  it  was  distinct  between  us  at  the  time,  or  among  i*! 
I  mean. 

The  (Chairman.  T  see.  Have  vou  had  anv  controversy  or  diflkultj 
with  Mr.  Rolling?  .  *  "  "^ 

Mr.  Sands.  No,  sir. 

The  Chairman.  Are  you  on  friendly  terms  with  him  still? 

Mr.  Sands.  I  think  so.     T  am  friendly  with  him. 

The  (^hairman.  When  did  you  last  see  him? 

Mr.  Sands.  I  have  not  seen  him  for  about  six  months. 

The  Chairman.  When  were  you  last  in  Washington? 

Mr.  Sands.  Well,  I  was  there  in  September. . 

The  Chairman.  September  of  this  year? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  go  to  see  him  at  that  time? 

Mr.  Sands.  No.  sir. 
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Chairman.  Did  you  get  any  niessiige  from  him? 
Sands.  No. 

Chairman.  Did  any  of  the  investigators  of  the   Shipping 
come  to  see  you  with  reference  to  this  matter? 
Sands.  No. 
Chairman.  Sir? 
Sands.  No,  sir. 

Chairman.  Did  any  other  agent  of  the  Government,  of  the 

meiit  of  Justice  or  of  the  Treasury  Department,  come  to  see 
out  it? 
Sands.  No,  sir. 

Chairman.  Have  you  told  this  story  to  anybody  else  besides 
cCann  and  Mr.  Schwarzkopf? 
Sands.  No,  sir. 

Chairman.  Did  you  hear  Mr.  McCiinn  testify  this  morning? 
Sands.  Yes,  sir. 

Chairman.  Has  he  stated  substantially  what  took  place  be- 
you  and  him  ? 
Sands.  Yes,  sir. 

Chairman.  Did  you  tell  him  when  he  went  to  see  you  at  the 
)r  at  your  office,  or  did  you  express  some  anxiety  about  this 
•  becoming  knoWn?  ^  ^ 

Sands.   Yes,  sir;  because  I  had  had  so  much  trouble,  and  I  was 

to  get  on  my  feet  again,  and  everything,  as  everybody  knows, 
oes  into  the  newspapers,  ruins  one.  I  would  rather  it  would 
,  mentioned,  was  the  situation.     That  was  the  only  thing.     I 

not  otherwise  mind  telling  it. 

Chairman.  How  would  you  expject  that  the  Downey  Ship- 
dg  Corporation,  a  big  concern,  having  a  contract  with  the  Ship- 
3oard  fftr  the  construction  of  ships,  knowing  that  their  books 
►eing  subject  to  audit  by  the  Shipping  Board,  and  your  having 

to  know  that,  could  issue  notes  to  you,  which  you  subsequently 
nted,  without  some  inquiry  being  made  into  the  purpose  of 
lotes. 

Sands.  Well,  I  thought  they  would  see  tlie  charges  on  their 

as  far  as  that  goes;  I  thought  they  would  see  the  charges  on 
)ooks,  but  I  thought  it  was  a  legitimate  proposition  at  the  time. 

Chairman.  Were  they  the  notes  of  tlie  company  or  the  per- 
tiotes  of  Mr.  Downey? 
Sands.  They  were  his  personal  notes. 

Chairman.  Oh,  they  were  the  personal  notes  of  Mr.  Downey? 
Sands.  Yes,  sir. 

Chairman.  They  were  not  the  notes  of  the  corporation? 

Sands.  No,  sir. 

CiiAUorAN.  Was  Mr.  Downey  the  treasurer  of  the  company? 
Sands.  He  was  the  president. 

Chairman.  What  took  place  in  this  interview  with  Mr.  BoU- 
1  the  night  of  October  17,  1918,  when  he  says  in  his  letter  "  Re- 
g  to  our  talk  last  night  when  you  desired  me  to  intervene  in 
>elialf.  T  wish  to  confirm  my  attitude  lest  there  be  misunder- 
ng.''  This  letter  being  dated  October  18, 1918,  what  took  place 
t  interview  ? 

Sands.  It  was  a  heart-to-heart  talk  with  him  to  see  '\i\\e  eo\\\^ 
fluence  the  district  attorney  or  anybody  to  revie'w  tYve  ease^  ^w^l 


2638  SHIPPING  BOARD  OPERATIONS. 

not  to  try  it  at  the  time,  and  to  discuss  it  on  its  merits,  and  see  if 
it  could  be  dismissed.  I  thought  he  in  his  position  would  beiai 
position  to  get  a  l)ettcr  hearing  that  I  would. 

The  Chairman.  You  were  asking  Mr.  Boiling,  by  reason  of  S 
relationship  to  the  President  of  the  T''^nited  States,  to  intercede i 
your  behalf? 

Mr.  Sands.  Yes,  sir. 

The  ('hairman.  Did  you  refer  to  this  other  transaction  that  nigh 

Mr.  Sands.  I  do  not  recall  referring  to  it. 

The  Chairman.  What  was  that  answer? 

Mr.  Saxds.  I  do  not  recall  referring  to  it  then.  We  were  x-ery  ii4 
mate,  and  lived  next  door,  but  I  do  not  recall  referring  to  it  at  all 

The  Chairman.  You  had  other  matters  on  your  mind  about  tb 
time? 

Mr.  Sands.  Yes. 

The  Chairman.  You  had  gotten  into  difficulty  with  the  law? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  were  seeking  assistance  to  get  out! 

Mr.  Sands.  Yes,  sir;  that  is  right. 

The  Chairman.  You  were  not  worrying  very  much  about  tl 
other  matter,  this  Downey  matter? 

Mr.  Sands.  No  ;  I  w^as  not  worrjdng  at  all  about  that. 

The  Chairman.  Had  you  received  any  money  at  that  time? 

Mr.  Sands.  I  do  not  think  we  had  gotten  any  money? 

The  Chairman.  That  was  on  October  18th,  1918  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  know  that  a  note  of  Wallace  Dowrn 
indorsed  by  you,  was  discounted  by  the  Tacoma  Park  Bank  on  i 
7,1918? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  You  had  gotten  that  money,  hadn't  you? 

Mr.  Sands.  We  had  gotten  that  $10,000;  yes,  sir. 

The  Chairman.  That  was  $10,000  that  was  sent  to  the  Hai 
National  Bank  of  New  York  for  collection,  that  note  was? 

Mr.  Sands.  Yes,  sir.  •     ^ 

The  ('hairmax.  How  was  it  that  this  note,  which  was  dated  M 
15,  191H,  was  not  discounted  until  June? 

Mr.  Sands.  I  do  not  know  except  that  it  ran  for  a  long  tinM 
was  a  six  months  note. 

The  Chairman.  It  was  a  six  months  note? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  In  this  form  of  affidavit  jou  say  the  undersi 
ing  was  that  the  notes  \vcrc  to  be  dated  April  15,  1917? 

Mr.  Sands.  1917.  is  it? 

The  Chairman.  Yes. 

Mr.  Sands.  Well,  maybe  I  have  the  wrong  year,  then,  but  it  ( 
to  be  1918.    I  think  now  it  is  1917. 

The  Chairman.  That  is  what  this  other  says,  and  yet  the  not 
$10,000  is  dated  March  15.  1918  ? 

Mr.  Sands.  Well,  I  am  wrong  on  the  year,  that  is  all.  It  oug 
have  been  a  year  later.  1917  instead  of  1918. 

The  (^HAiRMAN.  One  says  April  15.  1917,  this  document  whicl 
did  not  sign. 
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Mr.  Sands.  No,  sir;  1  have  never  seen  it. 

The  Chairman.  Don't  you  know,  Mr.  Sands,  that  this  $iOjM j 
payment,  or  these  notes  which  were  paid  to  you,  were  in  oonnMW| 
with  another  transaction  entirely  and  had  nothing  to  do  withgetti|jd 
a  contract  with  the  Shipping  fioard  for  the  Downey  Shipbuilf 
Corporation  i 

Mr.  Sands.  I  can  not  sav  that  mvself. 

The  Chairman.  lint  you  did  say  something  else  to  Mr.  Mc 
didn't  vou  ? 

Mr.  Sands.  I  think  what  I  said  to  Mr.  McCann  I  have  said 
I  think  I  liave  said  the  same  thing  here. 

The  Chairman.  I  am  asking  you  now  if  you  do  not  known 
those  notes  which  Mr.  Wallace  Downey  paid  to  you  and  whidi 
discounted,  and  wliich  were  sent  to  these  banks  for  collection, 
in  referenc  e  to  some  other  transaction  entirely  and  had  nothingl 
do  with  the  (*ontract  with  the  Downey  Shipbuilding  Corporati(m 
the  Shipping  Board? 

Mr.  Sands.  AVell.  T  think  they  were  for  the  contract  and  all 
thought  so. 

The  Chairman.  You  thought  so? 

Mr.  Sands.  I  always  thought  so. 

The  Chairman.   You  are  not  sure  of  it  now,  are  you? 

Mr.  Sands.  Xo;  I  am  not  sure  as  to  what  Mr.  Downey  thought 

The  Chairman.  It  may  have  been  for  something  else? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  ever  have  any  other  transactions  with 
Downey '( 

Mr.  Sands.  No. 

The  Chairman.  Any  questions,  Mr.  Kelley? 

Mr.  Kellky.  Just  a  few,  Mr.  Chairman. 

Mr.  Sands,  do  you  know  whether  Mr.  Downey  was  an  experif 
shipbuihler  or  not  ^ 

Mr.  Sands.   Yes,  sir. 

Mr.  Kellky.  By  answering  the  question   ^'Yes,  sir,"  do  you 
that  you  knoAv  or  that  he  was. 

Mr.  Sands.  Well,  I  knew  that  he  was.    I  knew  the  record  of 
company  as  a  shipbuilding  company,  or  his  record  rather  as  a 
builder,  for  years,  and  lie  had  been  a  shipbuilder,  according  to  W 
own  statement,  for  25  years. 

Mr.  Kelley.  He  had  a  shipbuilding  yard? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  whether  he  was  building  ships  at  4 
time  that  you  first  formed  his  acquaintance? 

Mr.  Sands.  Yes,  sir:  he  was  building  ships  then. 

Mr.  Kelley.  Yon  did  not  know  whether  he  was  in  failinir  circiui 
stances  or  not  i 

Mr.  Sands.  I  ne\er  thought  so.  From  the  opinions  I  heard* 
him  I  thought  he  was  doing  very  well,  and  was  a  very  reliable  ahi 
builder. 

Mr.  Kelley.  If  he  was  a  reliable  shipbuilder  and  experienced 
the  business  and  had  a  yard,  why  would  he  have  any  trouble  in  g 
ting  a  contract  from  the  Government  when  they  were  very  anxic 
to  place  contracts  ? 
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Cr.  Sands.  I  do  not  know,  but  I  heard  a  number  of  people  say 

;  it  was  very  difficult  to  get  contracts.    I  know  that  we  had  a 

e  shipbuilding  company  down  at  Quantico,  and  we  had  some  diffi- 

y  but  got  a  contract. 

Lt.  KmjLEY.  You  were  not  an  experienced  shipbuilder? 

Ir.  Sands.  No,  sir ;  but  I  know  or  heard  of  others  who  had  had  a 

Et  deal  of  difficulty. 

Ir.  Kelley.  Did  you  know  of  any  shipbuilding  plant  whose 

lit  was  all  right  that  had  any  trouble  in  getting  contracts,  in  April 

blay,1917? 

Ir.  Sands.  I  can  not  say.     I  do  not  know. 

Er.  Kelley.  As  I  understand  it,  this  transaction  goes  back  into 

Ir.  Sands.  Well,  I  was  mixed  on  my  dates.    The  Congressman 

r  there  (pointing  to  Chairman  Walsh)  mixed  me  up  on  my  dates, 

.  I  did  not  remember  whether  it  was  1917  or  1918.    I  think  it  was 

7.     I  believe  I  was  right  on  that  statement. 

Ir.  KjiLLEY.  It  was  right  at  the  very  beginning  of  our  entrance 

>  the  war? 

Ir.  Sands.  Yes,  sir. 

le  Chairman.  -That  was  the  time? 

Ir.  Sands.  Yes,  sir ;  well,  that  is  right. 

Ir.  Kelley.  An  experienced  shipbuilder,  in  good  standing,  with  a 

d  yard  and  good  credit,  and  everytliing  all  eight,  so  far  as  you 

•w,  was  willing  to  pay  you  $40,000  to  get  a  contract  from  the  Gov- 

ment  ? 

Ir.  Sands.  Yes,  sir ;  I  do  not  know  what 

Ir.  Kelley  (continuing)  You  had  no  acquaintance  with  those  in 
Shipping  Board  who  were  letting  contracts? 
Ir.  Sands.  I  did  not  know  them  at  all. 

Ir.  Kelley.  How  did  you  expect  that  Mr.  Boiling  would  be  able 
lelp  you  ? 

Ir.  Sands.  Well,  he  was  there  at  the  Shipping  Board. 
Ir.  Kelley.  Why  did  you  pick  him  out? 

Ir.  Sands.  Well,  I  picked  him  out  on  account  of 

Ir.  KIelley  (interposing.  There  were  a  good  many  thousand  other 

•ks  down  there,  and,  as  I  understand,  he  was  a  clerk  in  the  Treas- 

r's  office. 

Ir.  Sands.  Well,  you  know,  in  Washington— and  you  are  a  Con- 

ssman,  I  guess— everybody  did  evenrthmg  they  could,  and  went 

Congressmen  to  try  to  get  them  to  help  them. 

Ir.  Kelley.  Well,  tell  what  you  know  and  not  what  you  have 

rd. 

Ir.  Sands.  Well,  everybody  did  everything  they  could  to  get  con- 

;ts. 

dr.  Kelley.  Who  told  you  that  ? 

Ir.  Sands.  Well,  I  understood  that  to  be  a  fact.     I  understood 

t  they  got  Congressmen  to  go  up  to  see  them  when  they  couldn  t 

contracts 

Ir.  Kelley.  What  Congressmen  did  they  get  to  go  up  to  see  thef 

)ping  Board?  ^ 

r.  Sands.  I  could  not  tell  you  of  my  own  knowledge. 
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Mr.  Kellet.  I  want  vou  to  testify  of  your  own  knowledge.  Y« 
will  be  doing  prettv  well,  if  vou  do  that. 

Mr.  Sands.  1  only  heard  tnat  they  were  using  every  acquainUa 
ship  thev  could  muster  in  to  get  contracts. 

Mr.  ICellky.  How  did  you  nappen  to  pick  this  boy  out? 

Mr.  Sands.  Because  he  came  to  me  through  Mr.  Cranor,  and  M 
Cranor  knew  me,  and  I  did  what  I  could  for  nim. 

Mr.  Kelley.  How  did  you  happen  to  have  the  thought  that  the 
men  could  help  you,  is  what  I  am  getting  at. 

Mr.  Sands.  On,  do  you  mean  Mr.  Bolfing? 

Mr.  Kelley.  Yes. 

Mr.  Sands.  Well,  I  thought  he  knew  Mr.  Sisler,  and  Mr.  Sisl 
was 

Mr.  Keijley  (interposing).  Another  clerk  up  there. 

Mr.  Sands.  Well,  he  was  secretary  of  the  board. 

Mr.  Kelley.  He  was  secretary  ot  the  board? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  And  it  was  because  of  Mr.  Boiling's  acquaintan 
with  Mr.  Sisler? 

Mr.  Sands.  Yes,  sir. 

Mr.  Keli^y.  Any  other  reason? 

Mr.  Sands.  That  is  all.  Of  course,  his  relationship  with  the  Pn 
dent  always  helped  in  these  matters,  or  that  is  the  way  they  uni 
stood  it  to  he,  but  I  don't  knoW  whether  it  did  or  not 

Mr.  Kelley.  Do  you   imagine  that  Mr.  Boiling  was  often  < 
victim  (if  tliat  accusation — that  he  would  help  l)ecausc  he  was 
latiul  to  the  President?    Don't  you  think  a  good  many  unscrupul' 
persons  would  say  to  others :  Why,  I  know  Boiling,  and  he  L^ 
lated  to  the  Presiclent? 

Mr.  Sands.  I  dare  say  they  used  it 

Mr.  Keli^y  (interposing).  And  if  you  will  pay  me  a  suit 
money  I  will  get  his  influence. 

Mr  Sands.  1  dare  say  that  was  used  a  great  deal. 

Mr.  Kelley.  Did  you  say  it? 

Mr.  Sands.  No  ;  1  did  not  say  it,  because  they  came  to  me 
asked  me  to  do  it. 

Mr.  Kelley.  Didn't  you  tell  Mr.  Cranor  that  you  knew  Mr. 
ling  and  tli.it  Mr.  Boiling  was  related  to  the  President,  and  for 
reason  if  he  would  pay  you  $40,000  you  could  help  him  ? 

Mr.  Sands.  No  ;  I  didn't  tell  him  that.  Mr.  Cranor  really  w; 
to  get  the  contract,  and  he  thought  he  could  get  it  by  this  meth 

Mr.  Kelley.  Did  you  know  that  Mr.  Cranor  was  having  diffi 
at  the  time  in  getting  a  contract? 

Mr.  Sands.  I  understood  so,  but  did  not  know.    I  understood 

Mr.  Kelley.  Did  he  tell  you  that  his  firm  was  bankrupt? 

Mr.  Sands.  No  ;  he  never  did.  He  told  me  it  was  a  very  gooc 
cern,  and  I  thought  they  were,  too. 

Mr.  Kelley.  Haven't  you  ever  found  out  whether  the  finr 
bankrupt  at  the  time? 

Mr.  Sands.  Well,  the  reports  I  got  on  them  were  very  good. 

Mr.  Kelley.  At  that  time? 

Mr.  Sands.  Yes,  sir. 

Mr.  KJELLEY.  Where  did  you  get  the  reports? 
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Sands.  I  think  we  got  mercantile  agency  reports. 
Kelley.  You  had  a  report  on  this  firm  at  the  time  ? 
Sands.  Yes,  sir. 

Kelley.  In  connection  with  this  $100,000  loan  ? 
Sands.  No.    I  got  the  report  to  see  how  they  stood.    I  wanted 
in  case  they  asked  for  a  loan,  whether  we  would  be  in  state 
it  to  them. 

ICelley.  You  expected  them  to  ask  you  for  a  loan  ? 
Sands.  Yes;  I  expected  them  to,  but  I  really  expected  to 
it  all  myself. 

Kelley.  Were  you  interested  financially  in  this  concern  ? 
Sai>^ds.  Not  at  all,  but  I  thought  that  I  could  borrow  some 
on  the  contract.    1  had  very  good  credit  myself.    I  intended 
hat. 

Kelley.  To  borrow  money  on  their  contract? 
Sands.  Yes,  sir ;  for  them. 
Kelley.  Out  of  the  bank? 

Sands.  No;  I  did  not  figure  on  my  bank  at  all,  because  our 
vould  not  take  any  risk  on  it  all,  but  I  thought  that  on  my 
jment  I  could  get  the  money  for  them. 

Kelley.  Do  you  know  whether  or  not  the  Government  pur- 
a  yard  for  this  company  ? 
Sands.  I  do  now  know. 

Kelley.  Is  it  not  a  fact  that  the  Government  purchased  a 
t  something  like  $100,000,000  for  this  company  ? 
Sands.  I  do  not  know;  I  did  not  follow  it  up. 
Kelley.  Who  reported  to  you  that  they  were  in  fine  circum- 
;  financially? 

Sands.  Well,  I  got  the  mercantile  reports.  I  learned  all  of 
vere  doing  well  then,  were  making  money,  and  I  thought  they 
ood.  But  as  a  banking  concern  we  would  not  take  any  risks 
n,  because  we  kept  the  money  on  deposit. 
Keijj2Y.  Was  anybody  present  when  Mr.  Boiling  paid  you 
le  $300  that  j'^ou  spoke  of  awhile  ago? 
Sands.  I  do  not  think  so. 

Kelley.  What  was  the  $600  that  he  paid  back  in  the  presence 
Fuller  for? 

Sands.  I  do  not  recall  anv  $600.  I  do  not  remember  it.  No; 
ot  recall. 

Kelley.  Did  jou  pav  him  any  money  in  the  presence  of  Mr. 
? 

Sands.  I  do  not  recollect  ever  paying  him  any  money  in  Mr. 
s  presence  in  my  life. 

Kelley.  Had  he  borrowed  any  money  from  you  that  was 
tween  you  two? 
Sands.  Yes,  sir.        • 
Kelley.  And  no  third  party  ever  saw  you  pay  him  any 

• 

Sands.  No,  sir;  never. 

Keixey.  Who  was  Mr.  Fuller? 

Sands.  Mr.  Fuller  was  the  president  of  the  Columbia  Hotel 

r  Co.  at  that  time. 

Kelley.  Did  you  know  him?  ^ 
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Mr.  Sands.  Yes,  sir;  I  knew  him  very  favorably  at  thetim 

Mr.  Kelley.  Was  he  with  you  and  Mr.  Boiling  andtheotlwBi 
any  time? 

Mr.  Sands.  No,  sir. 

Mr.  Kelley.  He  never  was  with  you?  |l 

Mr.  Sands.  Wliat  do  you  mean  ?    In  the  room  with  me? 

Mr.  Kelley.  Anywhere? 

Mr.  Sands.  Well,  I  dare  say  he  was,  because  he  used  to  visit  i( 
room  very  frequently. 

Mr.  Kelley.  Mr.  "Puller? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  And  Mr.  Boiling  might  have  been  there  when  Ml 
F'uller  was  there? 

Mr.  Sands.  Yes,  sir;  very  likely. 

Mr.  Kelley.  But  all  the  money  you  loaned  to  Mr.  Boiling  J« 
loaned  at  the  bank?  Or  at  the  house?  Where  did  you  loan  him tk 
money  ? 

Mr.  Sands.  Oh,  I  think  it  was  at  the  house. 

Mr.  Kelley.  At  your  house  or  his  house? 

Mr.  Sands.  At  my  house — either  that  or  in  bank,  one  or  the  oth« 
I  can  not  recall  that.  I  just  gave  him  a  check,  and  I  would  notR- 
member  that. 

Mr.  Kelley.  You  do  not  remember  paying  him  any  money  in  ik 
presence  of  Mr.  Fuller? 

Mr.  Sands.  I  do  not.     I  do  not  think  it  likely  I  ever  did. 

Mr.  Kelley.  Was  Mr.  Fuller  ever  at  your  office  ? 

Mr.  Sands.  Yes,  sir;  every  day  or  so. 

Mr.  Kelley.  How  did  it  happen  that  he  was  at  your  office  e^n 
day  or  so? 

Mr.  Sands.  Well,  we  were  interested  in  a  steel  plant 

Mr.  Kelley.  Wliere?     At  Connellsville? 

Mr.  Sands.  No  ;  up  near  Chester.  But  Mr.  Boiling  was  not  into 
ested  with  us. 

Mr.  Kelley.  Did  Mr.  Downey  approach  you  at  all  as  to  the  amou 
that  you  would  exact  from  him  tor  such  influence  as  you  wou 
bring  to  bear? 

Mr.  Sands.  No. 

Mr.  Kelley.  He  thought  it  was  all  right? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  But  he  knew  you  were  going  to  use  the  money  to  c 
runt  officials  of  tlie  Shipping  Board,  did  he? 

Mr.  Sands.  I  do  not  know  that  he  did ;  I  do  not  think  he  did. 

Mr.  Kelley.  WTiat  did  he  think  you  were  going  to  use  it  for? 

Mr.  Sands.  Well,  I  don't  know  what  he  thought  we  were  goin{ 
use  it  for. 

Mr.  Keliey.  l^ut  you  must  know  what  he  thought  you  were  go 
to  use  it  for.  He  would  not  be  paying  you  $40,000  for  nothi 
What  was  the  understanding? 

Mr.  Sands.  There  was  not  any  understanding. 

Mr.  Kelley.  Well,  Mr.  Sands,  if  Mr.  Downey  gave  you  notes 
$40,000,  he  must  have  thought  you  were  going  to  do  something 
him  for  that  money  ? 

Mr.  Sands.  Yes,  sir. 
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•    Kelley.  Well,  what  did  he  think  you  were  going  to  do? 
f^^*    Sands.  I  don't  know;  I  don't  know  what  he  thought. 
^^^-    Kelley.  What  did  you  tell  him  you  were  going  to  do? 
■^^^-    Sands.  I  did  not  tell  him  anything  at  all,  because  I  had  very 
^     conversation  with  him  regarding  the  amount  of  the  fee  until 
^^"^^ards. 

^Tr^    Kelley.  Did  you  have  any  conversation  with  him  in  the 
►^^nce  of  Mr.  Boiling? 
^x*.  Sands.  I  don't  think  I  ever  did. 

^^X".  Kelley.  Did  you  tell  him  you  were  going  to  get  the  President's 
^^tier-in-law  to  help  him  get  these  contracts? 
*^T.  Sands.  I  did  not  tell  him  that.    Mr.  Cranor  very  likely  told 


-^dr.  Kelley.  Mr.  Cranor  was  one  of  the  parties  who  was  to  benefit 
^^^  this,  was  he  ? 
:^rfr.  Sands.  Yes,  sir. 

JMr.  Kelley.  Do  you  know  whether  Mr.  Cranor  did  tell  him  that 
'    onot? 

-^fr.  Sands.  I  have  no  doubt  he  did ;  I  think  he  did. 
^iMr.  Kelley.  You  think  he  did? 
^fr.  Sands.  Yes,  sir. 
^^r.  Kelley.  You  know  he  did? 

^Ir.  Sands.  I  am  satisfied  that  he  did.    I  did  not  hear  him  tell  him, 
xt,  I  am  satisfied  that  he  did. 

iMr.  Kelley.  Was  this  a  sort  of  conspiracy  between  you  and 
^»:'anor  to  use  Mr.  Boiling  in  this  transaction,  and  you  to  Keep  the 
^oney,  all  of  it? 
3Mr.  Sands.  No  ;  it  was  not  intended  to  do  that. 
3Vfr.  Keli^ey.  Where  did  you  and  Mr.  Boiling  and  the  others  first 
^a,ke  the  agreement  that  you  were  goin^  to  do  this  thing? 

Mr.  Sands.  Well,  the  agreement — the  first  thing  was  to  get  the  con- 
tract.   We  tried  our  best  to  get  the  contract. 

Mr.  Kelley.  "  We  tried  our  best  to  get  the  contract "  ?    What  do 
rou  mean  by  that  ? 

Mr.  Sands.  I  did  all  I  could. 

Mr.  Kelley.  What  did  you  do  ? 

Mr.  Sands.  I  talked  to  Mr.  Sisler  and  Mr.  Boiling,  and  tried  to 
jjet  them  to  do  what  they  could  do. 

Mr.  Kelley.  What  did  they  say?     Whafi  did  Mr.  Sisler  say? 

Mr.  Sands.  I  can  not  repeal  his  exact  words,  but  he  thought  he 
stood  a  favorable  show  of  getting  the  contract. 

Mr.  Kelley.  Why,  shouldn't  he  get  it  if  he  was  a  good  shipbuilder? 

Mr.  Sands.  I  don't  know. 

Mr.  Kelley.  When  the  Government  was  just  begging  everybody 
to  go  into  the  business? 

Mr.  Sands.  That  is  right.  They  seemed  to  think  that  there  wa« 
some  trouble  to  do  it,  and  they  would  pay  for  it.  I  think  Mr.  CnaMT 
may  have  accentuated  the  troubles. 

Mr.  Keli^y.  Did  Mr.  Boiling  say  that  he  would  sec  the 
i¥ho  were  to  let  the  contracts? 

Mr.  Sands.  No,  sir.    No. 

Mr.  Kelley.  And  use  his  influence? 

Mr.  Sands.  No,  sir. 
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Mr.  Kelley.  Well,  why  were  you  to  give  him  part  of  this  moMf  l|p 
if  he  was  not  goin^  to  perform  any  service  for  you?  I  \ 

Mr.  Sands.  Well,  he  and  Mr.  Sisler  worked  together I  \ 

Mr.  Kelley.  What  were  they  going  to  do?  That  is  wbtliilig 
getting  at.  m'\ 

Mr.  Sands.  I  don't  know.  I  \ 

Mr.  Kelley.  Oh,  well,  you  were  not  making  an  agreemeiu  k  I ) 
$40,()()()  unless  somebody  put  it  up  for  certain  services.  Yon  in  1  j 
a  banker  and  a  business  man?  I  ] 

Mr.  Sands.  Yes;  I  thought  I  was.  I  ) 

Mr.    Kelley.  Xow,  liere   are  two  men   in   connection  with  tk  l{^ 
Shipping  Board.    They  are  not,  however,  connected  with  thelettajl  i 
of  the  contracts.     You  agreed  to  pay  them  one-fourth  of  thissai, 
$1(),()0<)  a  piece.    Now,  I  ask  you,  what  were  they  to  do? 

Mr.  Sands.  Not  $10,000;  $6,250  a  piece. 

Mr.  Keixey.  No;  one- fourth  of  40  is  10. 

Mr.  Sands.  No;  but  it  was  only  $6,250.     The  remaining  $15^ 
was  to  iro  back  to  Mr.  Cranor. 

Mr.  Kelij-iy.  Oh,  Mr.  Cranor  was  to  get  $15,000  out  of  it? 

Mr.  Sands.  Yes. 

Mr.  Keli.ey.  And  the  $25,0<X)  was  to  be  divided  equally  befc^t* 
you  three? 

Mr.  Sands.  Four. 

Mr.  Kelly.  Mr.  Cranor  was  to  have  his  share  of  that  too! 

Mr.  Sands.  He  was  to  get  the  other  $16,000. 

Mr.  Kelij=:y.  What  didCranor  have  to  do  with  getting  these  «•• 
tracts  ? 

Mr.  Sands.  I  don't  know  anything  he  had  to  do,  except  to  te? 
at  it  and  keep  after  it  until  they  got  it. 

Mr.  Kjilley.  He  was  to  be  paid  for  that  by  check,  of  courset 

Mr.  Sands.  Yes,  sir ;  supposed  to  be. 

Mr.  Kelley.  Now,  what  was  your  understanding  with  Mr.  Bo1Bb| 
as  to  what  he  was  to  do? 

Mr.  Sands.  Mr.  Boiling  was  not  to  do  anything  any  further  tJufl 
to  help  with  Mr.  Sisler,  and  Mr.  Sisler  was — ^if  everything  wi' 
favorable  to  the  company — he  was  to  see  if  he  could  not  get  the  cM 
tract  through.  That  was  all.  He  was  simply  with  the  compan; 
and  knew  what  was  going  on. 

Mr.  Kelley.  What  I  am  asking  you  is  this:  Did  Mr.  BoUin 
and  Mr.  Sisler — they  were  together,  were  they? 

Mr.  Sands.  Yos,  sir. 

Mr.  Kelley.  Did  the  agree  to  go  and  see  the  men  making  the 
contracts  on  behalf  of  the  Government  and  help  Downey  to  get 
contract  ? 

Mr.  Sands.  Well,  I  supj>ose 

Mr.  Kelley.  Do  yon  know?     What  did  they  agree  to  do? 

Mr.  Sands.  No.  I  can  not  say,  except  this,  that  the  contracts 
all  the  applications  for  contracts  came  up  through  Mr,  Sisler's  offi 
and  he  could  help  them  or  stop  them,  I  imagine.  I  do  not  knc 
whether  he  could  or  not,  but  that  is  what  I  would  ima^ne. 

Mr.  Kellf.y.  You  were  making  an  arrangement  in  which  y 
were  paying  out  a  largo  sum  of  money  for  assistance? 

Mr.  Sands.  Yes^  sir. 
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Kelley.  And  the  natural  presumption  would  be  that  you 
iring  somebody  that  could  help  you  ? 
Sands.  Yes,  sir. 

Kelley.  The  point  I  want  to  get  at  is  what  Mr.  Boiling  was 
:o  do ;  what  he  said  he  was  going  to  do. 
Sands.  He  did  not  say  he  was  going  to  do  anything. 
Kelley.  WelK  did  he  do  anything? 

Sands.  Well,  personally,  I  don't  think  he  did  do  anything. 
Kelley.  And  did  not  get  any  money? 
Sands.  No. 

Kelley.  Well,  what  did  you  seek  to  blacken  his  reputation 
consenting  to  this  statement  in  this  document? 
Sands.  Well,  he  got  about  $1,800. 
Kelley.  You  said  he  borrowed  that  from  you  ? 
Sands.  Well,  I  put  it  as  a  loan  on  my  books,  because  I  thought 
Id  be  better  as  a  loan  until  we  got  ready  to  pay  it. 
Kelley.  But  it  was  really  a  part  of  this  transaction,  wasn't  it? 
Sands.  Yes,  sir. 

Keixey.  Did  you  not  tell  Mr.  Walsh  it  was  not? 
Sands.  No,  sir ;  I  did  not  say  so. 

Kelley.  Then,  he  really  did  get  the  $1,800  out  of  the  money 
3U  obtained  from  the  discount  of  these  notes? 
Sands.  The  first  proceeds ;  yes,  sir. 
Kelley.  The  first  note? 
Sands.  Yes,  sir. 

Kelley.  You  swear  to  that  absolutely,  that  Mr.  Boiling  re- 
$1,800  out  of  the  money  you  received  from  discounting  the 
>te? 

Sands.  Yes,  sir. 

Kelley.  That  is  clear,  is  it,  in  your  mind  ? 
Sands.  Yes,  sir;  that  is,  I  charged  it  up  as  a  loan  to  him, 
1. 

Kelley.  I  know,  but  I  am  asking  if  out  of  the  proceeds  of 
rst  note  you  paid  him  $1,800? 
Sands.  Yes,  sir. 
Keli^y.  And  vou  put  it  down  as  a  loan  because  it  would  look 

« 

Sands.  Yes,  sir. 

Kelley.  And  not  because  it  was  any  different? 

Sands.  That  is  right. 

Kelley.  Where  were  you  when  you  paid  him  the  $1,800? 

Sands.  I  did  not  testify  as  to  the  exact  amount.    It  was  either 

or  $1,800;  it  was  in  one  or  two  items.    Why,  I  was  either  in 

ce  or  in  my  rooms,  but  I  think  very  likely  in  my  office. 

Kelley.  Were  the  payments  substantially  at  the  same  time? 

Sands.  Yes ;  substantially  at  the  same  time. 

Kelley.  Within  a  few  days? 

Sands.  I  think  so. 

Kelley.  How  many  days? 

Sands.  I  could  not  say;  possibly  30  days.  . 

Kelley.  Why  did  you  not  pay  it  all  to  him  at  once— all  that 

ming  to  him  ? 

Sands.  Why  didn't  I  pay  it  all  to  him  ? 
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Mr.  Kelley.  Yes;  why  didn't  you  pay  it  all  to  him  at  once! 

Mr.  Sands.  I  don't  know  why.  I  paid  out  to  the  other  people; « 
fast  as  I  got  the  money  I  paid  it  out  to  them.  I  paid  Cranor  aboi 
$9,000. 

Mr.  Keixey.  Did  you  pay  Mr.  Sisler  his? 

Mr.  Sands.  I  think  I  loaned  him  $5,000,  and  I  think  I  paid  bin 
$5,000. 

Mr.  Kei.ley.  What  do  you  mean  by  ''  loaned  him  five  and  piil 
him  five"? 

Mr.  Sands.  I  paid  him  five,  around  about  five,  in  money,  andthei 
I  loaned  him 

Mr.  Kelley.  Out  of  the  proceeds  of  this  first  note  ? 

Mr.  Sands.  I  don't  know  about  the  proceeds  of  the  first  note.  I 
think  I  let  him  have  about  $5,000  of  the  proceeds  of  the  first  nott 
Then  I  loaned  him  for  his  company,  which  he  has  not  paid  m 
$5,000  more.    He  paid  me  $500  back  on  that. 

Mr  Kelley.  You  loaned  him  that  personally  or  through  the  bank! 

Mr.  Sands.  No,  personally;  I  did  not  make  any  loans  through tk 
bank? 

Mr.  Kelley.  Have  you  got  a  note  for  $5,000  from  him? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Mr.  Sisler,  at  the  time  he  received  this  $5,000,  ws 
he  secretary  of  the  Shipping  Board  ? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  You  swear  to  that  positively,  that  at  the  time  id 
paid  him  $5,000  out  of  the  proceeds  of  these  notes,  one  or  the  olw 
of  them,  he  was  the  secretary  of  the  Shipping  Board? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  And  it  was  paid  to  him  for  his  influence  with  swBe- 
bodv  in  the  Shipping  Board  to  get  the  contract  for  Downey? 

Mr.  Sands.  Well,  I  can  not  say  that. 

Mr.  Kelley.  What  was  it  paid  for,  then? 

Mr.  Sands.  That  is  about  it ;  yes,  sir.  We  agreed  that  if  we  gi* 
the  money  he  would  get  his,  too. 

Mr.  Kelley.  What  was  he  to  do  ? 

Mr.  Sands.  I  don't  know  what  he  did  or  what  he  was  to  do. 

Mr.  Keixey.  But  you  are  a  business  man  and  you  ^re  trying  to  de- 
fraud the  Government,  in  conjunction  with  others,  and  you  wa« 
going  to  pay  a  part  of  this  money  to  somebody,  and  you  were  &iH 
to  pay  it  for  some  particular  service.    What  did  he  agree  to  do! 

Mr.  Sands.  He  agreed  to  help  along  the  contracts,  if  he  could.  I 
don't  know  what  he  did.  T  don't  know  any  more  than  that  whatb 
did. 

Mr.  Kelley.  And  Mr.  Boiling  agreed  to  do  the  same  thing? 

Mr.  Sands.  Yes,  sir ;  but  I  don't  think  Mr.  Boiling  has  very  mvA 
influence  with  anyone  to  do  anything,  except  to  talk  it  over,  posaiUji 
with  Mr.  Sisler.  I  don't  think  he  went  out  of  his  way  to  get  it,  othei 
than  that. 

Mr.  Kelley.  And  outside  of  the  $1,800  that  you  paid  him,  he  dW 
not  receive  any  other  part  of  this  money  ? 

Mr.  Sands.  No,  sir. 

Mr.  EIelley.  And  once  again  you  swear  positively  that  he  did  !•■ 
ceive  $1,800  out  of  this  fund? 
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Mr.  Sands.  Yes,  sir.  . 

Mr.  Kelley.  And  not  as  a  loan?     It  was  not  a  loan  on  your  part? 
Mr.  Sands.  On  my  part  it  was  a  loan;  I  put  it  on  the  books  as  a 
LTi,  but  it  came  out  of  that  money,  out  of  the  discount. 
Mr.  Keijjsy.  I  know,  but  if  it  came  out  of  that  money  was  it  your 
mey  or  his  money  ? 

Mr.  Sands.  It  was  pnictically  his  money. 
Mr.  Kelley.  Then  it  was  not  a  lo«in  in  lact  ? 
Mr.  Sands.  It  was  not  a  loan. 

Mr.  Kelley.  The  monej  you  turned  over  to  him  was  not  your 
mey,  fraudulently  obtained,  but  it  was  his  share  of  the  money 
xt  yon  had  fraudulently  obtained? 
Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  That  is,  a  part  of  his  share? 
Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Nobody  was  present,  of  course,  when  you  paid  him 
.s  $1,800  in  the  two  payments? 

Mr.  Sands.  I  do  not  recall  anybody  being  present ;  no,  sir.  I  will 
>r  no.  ^ 

Mr.  Kelley.  Do  you  know  when  it  was? 
Mr.  Sands.  I  can  not  say. 

Mr.  Kelley.  If  this  note  was  discounted  at  the  bank  on  June  7, 
L8,  it  would  be  somewhere  near  that  time,  would  it? 
Mr.  Sands.  It  would  be  very  near  that  date.     Of  course,  if  I  can 
t  my  books  I  can  tell. 

Mr.  Kelley.  And  within  a  few  days  of  June  7,  1918,  you  swear 
11  paid  Mr.  Boiling,  in  two  payments,  a  sum  aggregating  either 
,800  or  $1,900?  \ 

Mr.  Sands.  Yes,  sir ;  but  I  can  not  say  whether  it  was  in  two  pay- 
outs or  one  payment.     I  could  not  say  that. 
Mr.  Kelley.  Your  books  will  show  that,  which  it  was? 
Mr.  Sands.  Yes,  sir. 
Mr.  Kelley.  And  show  the  date? 
Mr.  Sands.  And  show  the  date. 
The  Chairman.  Where  are  your  books,  Mr.  Sands? 
Mr.  Sands.  My  books  are  in  Washington. 
The  Chairman.  Where  is  this  note? 
Mr.  Sands.  What  note — that  is  here. 

The  Chairman.  That  Mr.  Sisler  signed.  ^ 

Mr.  Sands.  I  have  that  in  Mew  York. 
The  Chairman.  Have  you  ever  had  it  discounted? 
Mr.  Sands.  No,  sir. 
The  Chairman.  Why  ? 

Mr.  Sands.  Well,  because  I  did  not  know  where  to  discount  it,  to 
II  you  the  truth. 

The  Chairman.  Where  do  you  live  in  Washington  ? 
Mr.  Sands.  Well,  I  lived  at  the  Willard  Hotel  during  the  war. 
The  Chairman.  I  thought  you  said  that  you  had  some  of  these 
inferences  at  your  house  T 
Mr.  Sands.  Well,  I  meant  at  my  rooms. 
The  Chairman.  Did  Mr.  Boiling  Uve  at  the  Willard  Hotel? 
Mr.  Sands.  No. 
The  Chairman.  You  said  he  lived  next  door  to  you. 


2650  SHIPPING    BOARD   OPERATIONS. 

Mr.  Sands.  He  did  live  next  door  to  me,  hut  I  moved  to  the  W 
lard  Hotel  after  we  cot  into  the  war.  j 

The  Chairman.  Oh,  yes.  Well,  did  it  ever  oocur  to  you  if  Ik! 
Boiling  was  a  man  of  such  great  influence  and  was  ezerasiDg  gni 
influence  in  matters  there,  he  would  be  filling  a  position  as  a  men, 
clerk  in  the  Shipping  Board,  that  he  would  not  hold  some  place  rf 
great  responsibility  ? 

Mr.  Sands.  No. 

The  Chairman.  That  never  occurred  to  you? 

Mr.  Sands.  He  got  the  position  of  treasurer  afterwards,  yd 
know. 

The  Chairman.  When  was  the  indictment  found  against  youl 

Mr.  Sands.  I  think  it  was  September  30, 1918. 

The  Chairman.  Is  it  not  a  fact  that  after  that  you  and  Mr.  M 
ing  had  no  further  dealings? 

Mr.  Sands.  No  financial  dealings  ? 

The  Chairman.  Any  dealings? 

Mr.  Sands.  We  saw  each  other  frequently.  I  do  not  think  we  b 
any  dealings — any  business  dealings. 

The  Chairman.  Can  you  produce  this  note  to  the  committee  th 
Mr.  Sisler  signed  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  For  $5,000? 

Mr.  Sands.  I  said  $5,000 ;  I  think  it  is  either  $5,000  or  $iM 
There  is  $4,500  due  on  it ;  that  is  my  recollection.    He  paid  $500. 

The  Chairman.  I  think  the  committee  would  like  to  see  that  Ml 
Mr.  Sands.  We  will  give  you  an  opportunity  later  to  present  it 
the  committee. 

Mr.  Sands.  Very  well. 

Mr.  Kelley.  Now,  the  fact  that  Mr.  Boiling  refused  to  help  y 
with  the  district  attorney  at  Washington — ^has  that  any  bearing 
your  bringing  him  into  tnis  case? 

Mr.  Sands.  No,  sir;  I  really  regret  very  much  bringing  him 
because,  if  I  may  use  the  expression,  I  am  really  devoted  to  him. 
hated  above  everything  to  bring  him  in,  more  than  I  can  say. 
would  rather  have  it  against  me  than  against  him.  I  am  very  f( 
of  him  to-day. 

Mr.  Kelley.  Who  is  at  fault  for  his  being  in  this  whole  matter 
he  is  not? 

Mr.  Sands.  Well,  I  suppose 

Mr.  Kelley.  Mr.  Sands? 

Mr.  Sands.  Well,  may  be  Mr.  Sands.  I  can  not  say  that  I  am 
fault,  but  still  we  w^ere  very  intimate,  and  if  you  call  it  a  fault  t 
way,  I  will  take  the  fault ;  yes,  sir. 

Mr.  Kelley.  Of  course,  he  is  a  man  of  about  your  age  ? 

Mr.  Sands.  No  ;  thank  you  very  much ;  I  am  54.    He  is  about  40 

Mr.  Kelley.  Mr.  Sisler,  as  I  understand  it,  Mr.  Chairman,  was 
secretarv  of  the  Fleet  Corporation,  and  Mr.  Boiling  was  an  emplo; 
in  the  I^leet  Corporation? 

The  Chairman.  In  the  treasurer's  office. 

Mr.  Kelley.  And  now  is  treasurer  of  the  Fleet  Corporation. 

The  Chairman.  Did  it  ever  occur  to  you,  Mr.  Sands,  that  theti 
for  you  to  see  your  lawyer  was  before  you  said  anything  upon  wh 
an  affidavit  was  to  be  drawn  ? 
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C-.  Sands.  Yes,  sir:  it  occurred  to  me,  but  I  was  too  frank  with 
.-  I  imagine,  to  tell  them  the  whole  facts  about  the  thing;  but 

-Jly  was  induced  to  do  it  because 

M  Chairman.  Did  you  tell  your  lawyer  what  you  had  told  Mr. 
cum  and  Mr.  Schwarzkopf? 
tr.  Sands.  Yes,  sir. 

fc.e  Chairman.  You  were  not  under  any  compulsion  when  they 
^  up  there  and  asked  you  to  tell  them  about  this  matter? 
r.  Sands.  No:  but  I  had  been  so  worried,  one  thing  after  an- 
r  coming  after  me,  and  they  seemed  to  know  it  already  anyway, 
so  I  told  them. 

^e  Chairman.  And  then  you  would  not  make  affidavit  to  it? 
r.  Sands.  I  did  not  want  to  make  an  affidavit;  no. 
le  Chairman.  Did  you  ask  your  lawver  whether  you  should  come 
re  this  committee  and  tell  the  story  ^ 

r.  Sands.  I  asked  him,  but,  of  course,  he  said  not  to  come  unless 
summoned  me.    I  would  have  come  down  there  if  they  had  sum- 
ed  me. 

:ie  Chairman.  Did  he  tell  you  after  3'ou  were  summoned  to  come 
tell  your  story? 

r.  Sands.  No;  I  have  not  seen  him  since  I  have  been  here.    I 
ght  I  had  to  come. 

le  Chairman.  The  committee  will  suspend  until  Friday  of  next 
c,  at  10  o'clock.  The  witnesses  under  subpoena  will  please  con- 
p  themselves  under  continuing  subpoena  until  Friday,  November 
it  10  o'clock,  in  this  room,  Koom  401,  Federal  Building. 
Thereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  to  meet 
)  a.  m.  on  Friday,  Nov.  26, 1920.) 


Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
New  York^  November  26,  1920. 

16  committee  met  in  room  401,  United  States  Post  Office  Build- 
at  10  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chairman)  presiding. 
*esent  also :  Hon.  Patrick  H.  Kelley,  member  of  committee. 
16  Chairman.  The  committee  will  resume.     Mr.  Malmar  will 
the  stand. 

STIMONY  OF  ME.  EDWAED  S.  MALMAU,  CASHIEB  COBN 
EXCHANGE  BANK,  NEW  YOBK  CITT. 

16  witness  was  duly  sworn  by  the  chairman. 

16  Chairman.  Mr.  Malmar,  what  is  your  business  or  profes- 

\ 

r.  Malmar.  I  am  cashier  of  the  Com  Exchange  Bank,  New 

c. 

L6  Chahiman.  I  hand  you  a  statement  subscribed  and  sworn  to 

16  9th  day  of  November,  1920,  before  H.  E.  Haynes,  a  notary 

ic  [handing  paper  to  witness] .    Mr.  Malmar,  may  I  ask  you  if 

is  a  statement  prepared  by  you  and  sworn  to  f 
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Mr.  Malmar.  Yes,  sir. 

The  Chairman.  This  is  a  statement  under  date  of  Novemte 
addressed  to  me,  containing  the  following  [reading]  : 

On  Septembor  16,  1918,  we  received  through  the  cleaninees  an  item 
$10,300,  which  was  cliarged  against  the  account  of  Wallace  Downey,  in 
terminal  branch.  Inasmuch  as  we  do  not  ke<»p  the  clearing  house  lists  i 
than  one  year,  we  are  not  able  to  state  what  member  of  the  New  YorkOw 
House  charged  this  item  against  us. 

On  March  17,  1919,  we  received  through  the  exchanges  an  Item  for  $1( 
which  was  drawn  by  Wallace  Downey  and  returned  by  us  to  the  Hai 
National  Bank  of  New  York  City  "  short."  On  March  18,  1919,  we  eta 
the  account  of  Wallace  Downey  $10,606.40  and  paid  same  by  our  mana 
check  to  the  Hanover  National  Bank,  which  covered  the  item  returned  oi 
17th,  with  fees  and  additional  interest. 
Very  truly,  yours. 

E.  S.  Malmak.  Co$hi 


Do  you  recall  these  two  transactions  that  you  have  set  forth 
Mr.  Malmar? 

Mr.  Malmar.  Well,  thev  were  all  handled  at  our  branch.  1 
not  at  the  branch.  I  got  the  information  through  the  managei 
of  the  branch. 

The  Chatkmax.  But  these  are  matters  of  record  in  your  br: 
bank? 

Mr.  Malm  A  K.  Yes. 

The  Chairman.  And  do  you  know  anything  further  with  i 
tion  to  these  two  transactions  than  what  is  contained  in  these 
davits  ? 

Mr.  Malmar.  I  do  not. 

The  Chair>ian.  Has  anyone  else  representing  this  committee, 
Treasury  Department,  the  Shipping  Board,  the  Department  of  J 
tice,  the  Federal  Trade  Commission,  or  any  other  department  of 
United  States  (lovernment,  conferred  with  you  or  made  inquiry 
you  with  reference  to  these  two  transactions? 

Mr.  Malmar.  They  have  not. 

Mr.  Kellkt.  Is  the  Downey  Shipbuilding  Corporation  a  custo 
of  yours? 

Mr.  Malmar.  I  do  not  think  they  are  at  present,  but  I  cow<- 
answer  without  looking  up  our  records.  "^ 

Mr.  Kelley.  Were  they  at  the  time  these  transactions  w^^ 
through  ? 

Mr.  Malmar.  That  I  can  not  say  positively ;  I  dislike  to  ^ 
statement  unless  I  verify  it,  Mr.  Kelley. 

Mr.  Kelley.  Do  you  know  whether  or  not  at  any  time  ' 
the  last  two  years  they  have  been  depositors  of  your  bank? 

Mr.  Malmar.  I  know  they  have  been  depositors  at  our  bat^ 
I  can  not  say  as  to  the  date. 

Mr.  Keli^y.  Do  they  do  business  with  the  main  bank  or  wi 
branch  bank? 

Mr.  Mal^iar.  I  think  the  Dow^ney  Shipbuilding  Co.  did  bil 
with  the  main  bank. 

Mr.  Kelley.  With  the  main  bank? 

Mr.  Malmar.  I  think  so.    They  are  a  big  institution. 

Mr.  Kelley.  Yes,  I  know  they  are.  Do  you  know  Mr.  W 
Downey,  personally? 

Mr.  Malmar.  I  have  met  him.  I  do  not  know — I  am  not  sur 
I  could  identify  him  to-day,  but  I  know  I  was  introduced  t 
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go.    I  think  I  could  identify  Mr.  Downey  at  the  present 

^Y.  Were  you  familiar  with  the  financial  responsibility 

ney  Shipbuilding  Corporation  in  1917  ? 

^lAR.  No;  not  at  all. 

.EY.  Would  your  bank  be  in  possession  of  facts  relative 

ancial  standing  at  that  time  if  they  were  cust(»ners  of 

HAR.  Very  likely;  yes,  sir. 

[.EY.  You  do  not  know  of  your  own  knowledge  about 
ial  standing  at  the  time  that  these  notes  were  given? 
lAR.  I  do  not. 

^EY.  How  long  have  you  been  in  the  banking  business, 
r? 

(TAR.  Pretty  nearly  32  years. 

EY.  Do  you  recollect  wnere  these  notes  were  payable? 
lAR.  At  our  terminal  branch. 

EY.  It  was  set  out  in  the  notes  that  they  were  payable  to 
2^change  Bank? 

MAR.  Yes;  they  must  have  been  payable  to  the  Com 
LS  the  Corn  Exchange  sent  them  to  our  bank. 
EY.  The  chances  are  that  would  indicate  Mr.  Downey  was 
sss  at  the  bank  at  that  time,  would  it  not? 
lAR.  Oh,  yes. 

uEY.  Can  you  examine  the  books  of  your  bank  and  be 
answer  questions  relative  to  the  business  transactions  of 
company  at  about  that  time  ? 
lAR.  If  it  is  the  wish  of  the  committee. 
EY.  Or  subsequently? 
lAR.  Yes,  sir. 

.EY.  You  do  not  know  whether  they  made  loans  at  your 
,  to  finance  their  shipbuilding  projects? 
lAR.  No ;  that  did  not  come  in  my  department  at  all. 
EY.  You  are  the  cashier? 
lAR.  Yes,  sir. 

EY.  And  who  would  know  about  that? 
lAR.  Well,  the  credit  department  of  the  bank. 
EY.  We  would  have  to  subpoena  somebody  else  to  get  that 

,  or  could  you  get  it  from  the 

[AR  (interposing) .  If  you  served  it  on  the  bank,  the  infor- 

Id  be  supplied ;  I  do  not  know  whether  I  would  be  the  one. 

EY.  It  will  be  supplied  by  the  proper  official? 

TAR.  Oh,  yes. 

EY.  Is  your  bank  a  national  bank  or  a  State  bank? 

TAR.  A  State  bank. 

EY.  Are  you  familiar  with  the  national  banking  laws? 

f AR.  I  am  not  very  familiar  with  them ;  no. 

EY.  Under  the  laws  of  the  State  of  New  York  is  it  per- 

a  banking  official  to  accept  a  commission  on  a  loan  made 

nk? 

rAR.  No,  sir. 

EY.  Do  you  know  whether  that  is  true  of  the  Federal  law  ? 

[AR.  No ;  I  do  not. 
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Mr.  Keixey.  Will  you  be  prepared  this  afternoon,  or  at  the 
of  the  committee,  to  give  to  the  committee  information  relatm 
the  business  transactions  of  the  Downej-  company  with  your 
at  about  that  time ;  and  also  as  to  the  financial  standing  of  Wi 
Downev  in  your  bank,  and  also  of  his  company? 

Mr.  Malmak.  Well,  if  you  can  tell  me  just  exactly  what  you 
in  the  way  of  transactions — I  do  not  know  what  period  you  want 
cover. 

Mr.  Kklley.  And  give  amounts  and  deposits. 

Mr.  Kalmar.  For  what  time  i 

ilr.  Kfj^lky.  1  suppose*  from  March  1,  we  will  sav,  1917. 
March  17.  1919. 

Mr.  Malmar.  And  just  what  is  it  the  committee  would  want! 

Mr.  Kklley.  The  loans  made  by  your  bank  to  either  Mr.  Do 
of  the  Downey  Shipbuilding  Corporation,  and  the  general  state 
their  deix)sitc:  during  that  time,  either  at  the  main  bank  or  at 
branch  bank,  and  also  a  statement  as  to  the  financial  responsif 
of  Mr.  Downey  and  his  corporation  as  of  that  period? 

Mr.  Malmar.  May  I  ask  you  a  question,  mr.  Kelley,  to  be  son 
get  it  ri^ht  ? 

Mr.  KeIuLey.  Yes. 

Mr.  Malmar.  The  general  state  of  the  deposits — I  want  to  be 
just  what  you  want  there. 

Mr.  Kelley.  Suppose  we  start,  then,  with  the  balance  on  Mari 
1917,  either  Mr.  Downey's  account  or  the  shipbuilding  company, 
both,  and  the  balance  month  by  month  from  that  time  on,  asoi 
end  of  each  month,  up  until  March  18,  1919;  and  also  any  notes 
were  charged  against  the  account  during  that  period. 

Mr.  Malmar.  Well,  may  I  say,  in  explanation,  if  the  notes  u 
from  the  outside  our  ledger  will  not  show  whether  it  is  a  note 
not.     The  ledger  does  not  designate  the  character  of  the  di 
mififlit  he  a  check  or  it  miffht  be  a  note. 

Mr.  Kelley.  How  could  you  tell  these  were  notes? 

Mr.  Malmar.  AVell,  1  got  that  information  through  Mr.  Fi 
and  then  I  verified  the  entries  on  our  books,  and  the  fact  that  one 
them  was  returned  gave  us  the  information  in  regard  to  that 

Mr.  Kelley.  What  does  this  mean  in  vour  statement  here  that" 
item  for  $1(),6(X),  which  was  drawn  by  Wallace  Downey  and  reti 
by  us  to  the  Hanover  National  Bank  of  New  York  City  '  short'" t 
"Mr.  Malmar.  That  means  that  this  item  was  presented  to 
clearing  house,  and  not  being  good,  we  made  an  entry  in  a 
which   we   have   for  all   returned  items — returned  for  any 
whatever:   we  have  to  make  a  special  record  of  them,  and 
shows  on  that  return-item  book  that  day. 

Mr.  Kelley.  It  meant  he  did  not  have  money  enough  in  his  i^ 
count  in  your  bank  to  cover  that  charge? 

Mr.  Malmar.  That  is  correct. 

Mr.  Keijj-iy.  Do  you  know  how  much  it  was  short  on  that  date' 

Mr.  Malmar.  No  ;  I  have  not  looked  at  the  ledger. 

The  Chairman.  I  think  that  is  all,  Mr.  Malmar. 

Mr.  Malmar.  Mr.  Kelley,  it  is  an  awfuUv  short  time  to  oovtf  ** 
years.    I  was  wondering  whether  it  would  oe  possible ^^ 

Mr.  Kelley  (interposing).  Early  next  week  would  do  justas^ 

Mr.  Malmar.  Well,  whenever  you  say. 
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Ir.  Keuley.  I  will  say  Monday  of  next  week. 

Ir.  Malmar.  Monday,  here? 

Ir.  Kelley.  Yes. 

Ir.  Malmar.  AU  right. 

''he  Chairman.  The  affidavit  which  Mr.  Malmar  has  identified 

I  be  put  into  the  record. 

The  affidavit  referred  to  is  in  words  and  figures  as  follows:) 

The  (^orn  Exchange  Bank, 
Xew  York,  November  9,  1920. 
.  .TosKPH  Walsh, 
Chuinnan,  Select  Vomwittee  on  JureHtiyation  of  V.  S.  Shipping 

Board  Operations,  Hotel  PenasyU^ania,  New  York. 

Mition  of  Mr.  A.  M.  Fisher. 

KAR  Sir:  In  (M)tni)liaiH'o  witli  the  reciiu'St  ol  Mr.  Alexainler  M.  Fisher,  we 
Mvlrh  iii\e  you  the  following  Infornmtion,  viz:  On  Seiiteniber  1(5,  1918,  we 
?lve*l  through  the  oleariinees  an  item  for  $10,300,  which  was  charge<l  against 
account  of  Wallace  DowiM»y,  in  our  terminal  branch.  Inasmucli  as  we  do 
ket»p  the  clearing  house  lists  more  than  one  year,  we  are  not  able  to  state 
Lt  member  of  the  New  Yoric  Clearing  House  cliarge<l  this  item  against  us. 

II  March  17.  1919,  we  received  through  the  exchanges  an  item  for  $10,600, 
vh  was  drawn  by  Wallace  Downey  and  returned  by  us  to  the  Hanover  Na- 
al  Banli  of  New  York  (Mty  **  short."  On  March  18,  1919,  we  charged  tlie 
>unt  of  Wallace  Downey,  $10,(506.40,  and  paid  same  by  our  manager's  check 
lie  Hanover  National  Hank,  whicli  covered  the  item  returned  on  the  17th, 
1  fees  and  additional  Interest. 

Very  truly,  yours, 

E.  S.  Malmar,  Cashier. 
ul)s<Til»eiI  and  sworn  to  before  me  this  9th  day  of  November,  1920. 

H.  E.  Haynes,  Notary  Public. 

ings  Co.  No.  364;  Certificate  filed  in  New  York  (bounty  No.  116;  Kings 
nty  Register's  No.  1954;  New  York  County  Register's  No.  1232:  Bronx 
uty  Clerk's  No.  7 ;  Bronx  County  Register's  No.  2114. 

''he  Chairman.  If  you  can  let  us  know  Monday,  Mr.  Malmaf,  we 
1  endeavor  to  call  you  so  that  you  can  be  put  right  on  and  immedi- 
ly  excused,  so  as  not  to  take  any  more  of  your  time  than  is  neces- 

Ir.  Malmar.  Thank  you,  Mr.  Chairman. 

'ESTIHONY  OF  MB.  JACOB  NIEMAN,  ASSISTANT  CASHIER, 
HANOVEB  NATIONAL  BANK,  NEW  TOBE  CITT. 

i'he  witness  was  duly  sworn  by  the  chairman, 
i'he  Chairman.  Your  name  is? 
f  r.  NiEMAN.  My  name  is  Jacob  Nieman. 

'he  Chairman.  You  are  connected  with  the  Hanover  National 
ik?     In  what  capacity? 
fr.  Nieman.  Assistant  cashier. 

"he  Chairman.  I  hand  you  a  statement  subscribed  and  sworn  to 
you  on  October  20,  before  Mr.  F.  A.  Beck,  notary  public,  and 
you  if  that  is  your  signature,  and  if  you  signed  that  document 
nding  paper  to  witness]  ? 
Ir.  Nieman.  Yes,  sir ;  it  is. 

^he  Chairman.  It  is  dated  October  20,  1920,  and  contains  the  fol- 
ing  [reading]. 

ccording  to  our  records,  we  received  from  the  Takonia  Park  Bank  for  collec- 
,  and  credit  to  their  account  in  their  letter  dated  September  10,  1918,  note 
llace  Downey,  $10,000,  payable  at  the   Corn    Exchange   BanV,   T^jxmVmV 
nch,  50  Church  Btreet,  New  York,  which  was  duly  paid  on  prefieataiUoxv  n<iVXXv 
rest— In  all  $10,300, 
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The  second  note  came  In  their  letter  of  February  19,  1919,  due  March  15, 
Our  records  show  this  note  was  protested  for  nonpayment  at  maturity  ind' 
subsequently  paid  March  18  with  full  interest  to  date  of  payment,  in  all|10 

The  records  of  your  bank  show  those  facts,  do  they,  Mr.  Niemin! 

Mr.  NiEMAN.  "fes,  sir. 

The  Chairman.  Do  you  know  anything  further  in  connecti(m 
those  transactions  than  what  appears  upon  your  records! 

Mr.  NiEMAN.  No,  sir ;  I  do  not. 

The  Chairman.  Has  anybody  representing  the  Departmenl 
Justice,  the  Treasury  Department,  the  Shipping  Board,  the  Fe" 
Trade    Commission,   this   committee — with   the  exception  of 
Fisher — or  any  other  branch  of  the  Federal  Government,  seen 
conferred  with  you  or  made  inquiries  of  you  with  reference  to' 
transactions? 

Mr.  NiEMAN.  No  sir. 

The  Chairman.  Or  any  transactions  of  the  Downey  Shipbi 
Corporation  or  Wallace  Downey? 

Mr.  NiEMAN.  Noj  sir. 

Mr.    Kelley.  Was    the    Downey    Shipbuilding    CorporatiflB 
customer  of  your  bank? 

Mr.  NiEMAN.  No,  sir. 

Mr.  Kelley.  Or  Mr.  Wallace  Downey? 

Mr.  NiEMAN.  No,  sir. 

Mr.  Kelley.  Do  you  know  Mr.  Downey  personally? 

Mr.  NiEMAN.  No,  sir. 

Mr.  KelIuEY.  And  you  simply  acted  in  the  capacity  of  an  ipi 
for  the  Takoma  Bank,  Washington,  in  this  transaction? 

Mr.  NiEMAN.  Yes,  sir. 

Mr.  Kelley.  And  that  is  all  you  know  about  it? 

Mr.  NiEMAN.  That  is  all. 

The  Chairman.  I  think  that  is  all,  Mr.  Nieman;  thank  yoUj 

The  sworn  statement  of  Mr.  Nieman,  which  he  has  iaend 
will  be  made  a  part  of  the  record. 

(The  affidavit  referred  to  is  in  words  and  figures  as  foUovs; 

The  Hanover  National  Baak, 
New  York,  October  20,  iSI 
Hon.  Joseph  Walsh, 

Room  251 J  House  Office  Building,  Washington,  D,  C, 

Sir:  On  Monday  the  18th  instant  your  personal  representative  called 
concerning  certain  notes  made  by  Wallace  Downey  to  the  order  of  Tucta 
Sands,  which  the  Takoma  Park  Bank  of  Takoma  Park  forwarded  to  this 
for  collection  under  dates  of  September  10,  1918,  and  February  19,  1919. 

According  to  our  records,  we  received  from  the  Takoma  Park  Bank  tA 
lection  and  credit  to  their  account  in  their  letter  dated  September  10, 
note  Wallace  Downey,  $10,000,  payable  at  the  Corn  Exchange  Bank,  Ten 
Branch,  50  Church  Street,  New  York,  which  was  duly  paid  on  present 
with  interest— in  all  $10,300. 

The  second  note  came  in  their  letter  of  February  19,  1919,  due  March  15, 
Our  records  show  this  note  was  protested  for  nonpayment  at  maturity  an^ 
subsequently  paid  March  18,  with  full  Interest  to  date  of  payment;  in  all, P 
Yours,  very  truly, 

J.  NiEMAH, 

Assistant  Caih 

State,  County,  and  City  of  New  York,  ss: 
Subscribed  and  sworn  to  before  me  this  20th  day  of  October,  1920. 

F.  A.  Bbck, 

Notary  Public,  Kinif9  Com 

Certificate  filed  New  York  County. 
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TESTIMOmr  OF  MK.  TTTCKER  K.  SANDS— Eesumcd. 

Chairman.  Mr.  Sands,  did  you  have  any  connection  or  finan- 
terest  in  any  contracU^r,  or  partnership,  corporation,  or  concern 
§Z  business  with  the  Shipping  Board? 

Sands.  Yes ;  I  am  treasurer  of  a  shipbuilding  concern. 

Chairman.  Which  one? 

Sands.  The  one  at  Quant ico. 

Chairman.  What  is  the  name  of  that  company? 

Sands.  I  can  not  remember  my  own  company  [laughing] ;  I 
^t  think  of  the  name  of  that  company,  somehow  or  other. 

Chairman.  How  long  have  you  been  treasurer  of  it? 

Sands.  I  was  treasurer  from  its  starting. 

Chairman.  When  did  it  start? 

Sands.  I  think  it  was  1917,  in  May.  In  the  meantime,  I  can 
ink  of  the  name. 

Chairman.  Did  it  get  a  contract  from  the  Shipping  Board? 

Sands.  Yes,  sir. 
*  Chairman.  Who  secured  that  contract  ? 

Sands.  Our  president. 
'  Chairman.  Who  is  the  president? 

Sands.  George  R.  Collins, 
i  Chairman.  When  was  the  contract  secured,  do  you  know? 
.  Sands.  Well,  it  was  about  1917,  in  the  early  part — the  spring, 
h  or  April. 

a  Chairman.  Might  that  have  been  the  Atlantic  Lifeboat  Co.? 
.  Sands.  No,  sir.     I  was  trying  to  think  of  the  name — no.    I 
ot  think  of  the  name  of  my  own  companjr. 
?  Chairman.  Was  it  the  General  Shipbuilding  Co.? 

Sands.  No,  sir.     I  was  also  treasurer  of  the  General  Ship- 
ing  Co.,  too,  but  that  only  built  for  the  Navy  Department, 
r  a  pause.]     Potomac  Shipbuilding  Co. 
5  Chairman.  Are  you  treasurer  of  that  company  now? 

Sands.  Yes,  sir. 
5  Chairman.  And  have  been  since  it  started? 

Sands.  Yes,  sir. 
}  Chairman.  Do  you  know  how  many  ships  they  constructed 
le  Shipping  Board? 
.  Sands.  We  did  not  build  any.' 

>  Chairman.  Did  you  intercede  with  anybody  in  order  to  secure 
tract  for  that  concern? 

Sands.  No,  sir. 
i  Chairman.  Did  anybody  intercede  with  you  to  assist  in  get- 
i  contract  with  that  concern? 

Sands.  No,  sir.  , 

J  Chairman.  Did  your  bank  finance  the  General  Shipping  Co.  ? 

Sands.  No— the  General  Shipbuilding ;  you  mean  the  General 
5  Potomac? 
)  Chairman.  The  General? 

Sands.  No. 
5  Chairman.  Were  you  asked  to  help  finance  them  ? 

Sands.  The  bank — ^never. 
I  Chairman.  Were  you  asked  yourself? 
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Mr.  Sands.  Well,  I  was  treasurer  of  that  company  also,  and  I  fi 
finance  it. 

The  Chairman.  What  is  the  Aero  Co.! 

Mr.  Sands.  That  was  the  name  of  the  General  Shipbuilding-4 
General  Shipbuilding  &  Aero  Co. ;  that  is  the  name  of  the  compoj. 

The  Chairman.  They  had  a  plant  at  Alexandria? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  were  entirely  without  funds! 

Mr.  Sani>s.  No — we  had  three — three  of  us — three  men,  mjai 
and  two  others,  we  underwrote  the  whole  proposition  and  low 
them  as  high  as  $140,000. 

The  Chairman.  Well,  did  you  at  anv  time  agree  to  purd« 
$200,000  worth  of  the  stock  at  50  cents  on  the  dollar,  granting  4 
parties  an  option  to  purchase  them  back  at  par — ^you  were  thepeo|l 
who  financed  it? 

Mr.  Sands.  We  practically  made  that  arrangement 

The  Chairman.  There  was  an  overdraft  in  connection  withi 
financial  dealings  of  this  company? 

Mr.  Sands.  Yes. 

The  Chairman.  Was  it  afterwards  made  good? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  benefit  in  any  way  through  the  final 
transactions  of  this  company? 

Mr.  Sands.  T  did  not :  I  lost  money  on  it. 

The  Chairman.  Did  they  borrow  any  money  from  the  bank 
which  vou  were  connected  ? 

Mr.  Sands.  Xo,  sir. 

The  Chairman.  Now,  just  who  is  Mr.  Cranor? 

Mr.  Sands.  Well,  he  lives  here  in  New  York  now.  He  is  a 
whcun  I  have  known  for,  I  guess,  15  years — 15  to  20  years.  H( 
sort  of  a  promoter,  and  during  the  war  was  very  active  in  war  ac 
ties.     He  is  a  broker  and  a  promoter. 

The  Chairman.  Did  he  come  to  see  jou  in  behalf  of  any  othei 
cern  outside  of  the  Downey  Shipbuilding  Corporation? 

Mr.  Sands.  I  do  not  recall  that  he  did ;  1  do  not  think  he 
although  I  saw  him  very  frequently  during  the  early  period  o 
war.    T  do  not  think  he  did :  I  do  not  recall  him 

The  Chairman  (interposing).  Did  anybody  else  come  to  sei 
in  behalf  of  contracts  for  any  other  shipbuilding  concern? 

Mr.  Sands.  No. 

The  Chairman.  Do  you  know  how  he  happened  to  pick  you  ( 
help  get  a  contract  for  the  Downey  shipbuilaing concern? 

Mr.  Sands.  He  came  to  see  me  because  I  was  pretty  well  acqui 
with  him,  and  we  were  all  trying  to  get  contracts  for  the  buildi 
ships,  and  he  knew  that  I  knew  some  of  the  people  of  the  Shi 
Board ;  that  is,  not  of  the  Shipping  Board,  out  connected  wit 
shipping  company.  Of  course,  1  knew  none  of  the  directors  c 
cers  of  the  Shipping  Board. 

The  Chairman.  Well,  how  was  it  that  he  had  this  knowledgi 
you  knew  shipbuilders  and  shipping  companies,  and  might 
assistance  in  getting  a  contract?     How  did  Mr.  Cranor  hap] 
have  that  knowledge? 

Mr.  Sands.  I  suppose  from  just  general  conversation :  he  kne 
I  knew  some  of  the  men  connected  with  the  Shipping  Board. 
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any  of  the  higher  oflScials  at  that  time.     We  were  fairly 
I  lived  at  the  same  hotel  with  him. 

[AIRMAN.  You  stated,  I  think,  previously,  Mr.  Sands,  that 
Jranor,  Mr.  Boiling,  and  Mr.  Wallace  Downey  were  at  one 
ent  w^hen  the  subject  of  a  contract  with  the  shipbuilding 
the  Downey  Shipbuilding  Corporation,  was  discussed  ? 
s'Ds.  I  do  not  think  I  stated  that. 
[AIRMAN.  You  did  not  state  that  ? 
NDs.  I  do  not  think  I  stated  that ;  no. 
[AIRMAN.  Well,  if  you  did  not  state  it,  were  those  gentle- 
present? 

^Ds.  I  do  not  recall. 

AIRMAN.  When  that  matter  was  discussed? 
s'Ds.  I  do  not  recall.    In  fact,  my  recollection  is,  that  I  did 
Mr.  Downey  until  after  he  had  gotten  the  contract;  that 
)llection. 

[AIRMAN.  Did  Mr.  Downey  secure  a  loan  of  $100,000  from 
lercial  National  Bank? 
NTDs.  One  of  his  companies  did ;  yes. 
[AIRMAN.  Was  that  the  bank  you  were  connected  with? 
s'Ds.  Yes^  sir. 

[AIRMAN.  Is  that  the  transaction  which  is  involved  in  the 
ndictment  against  you  ? 
VD8.  No,  sir. 

AIRMAN.  It  has  nothing  to  do  with  the  charges? 
N'DS.  It  has  nothing  to  do  with  it.    It  is  the  charge  on  the 
of  the  General  Shipbuilding  Co. 
AIRMAN.  With  whom  did  Mr.  Downey  negotiate  that  loan? 

s'^Ds.  He  neo:otiated  with  the  bank,  and 

AIRMAN.  With  whom? 

NDs.  Well,  I  was  the  acting  officer  of  the  bank,  and  I 
t  under  consideration  and  they  passed  on  it  and  let  him 
Mr.  Downey,  in  the  meanwhile,  had  placed  a  deposit — he 

said  he  would  give  us  $500,000,  but  when  we  got  the  de- 
ls $100,0(K),  and  ne  kept  it  there  some  time. 
lAiRMAN.  Who  were  the  members  of  this  committee,  Mr. 

s'Ds.  Well,  I  could  not  say  now  who  are  the  members  of  the 
S  because  I  don't  rememlSer;  but  we  had  a  regular  meeting 
:tees  every  day. 

[AIRMAN.  Did  you  have  a  regular  standing  committee? 
ND8.  We  had  a  regular  standing  committee  at  that  time; 

[AIRMAN.  And  was  it  this  standing  committee  that  passed 

transaction  ? 

SDS.  Yes,  sir. 

lAiRMAN.  Just  when  was  this  that  you  referred  it  to  this 

I? 

SD&.  I  referred  it  to  the  committee  as  soon  as  the  applica- 

made.    I  can  not  recall  the  dates,  because  I  have  nothing 

[AIRMAN.  How  many  times  did  you  talk  with  Mr.  Wallace 
bout  this  loan? 
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Mr.  Sands.  I  don't  remember  now.    I  talked  to  him  a  nur 
times  about  finances  for  the  company.    I  talked  to  him  a  niu 
times  about  it,  but  my  impi^ession  is  that  I  did  not  meet  hiir 
not  meet  Mr.  Downey  until  after  he  had  gotten  the  contract, 
my  impression.    I  met  Mr.  Cranor,  who  represented  him,  but- 

The  Chairman.  You  talked  with  Mr.  Cranor? 

Mr.  ^SANDS.  Yes,  sir;  but  I  do  not  think  I  met  Mr.  Down 
after  lie  had  gotten  the  contract.    I  do  not  think  I  had. 

The  Chairman.  AVell,  now,  did  Mr.  Cranor  ask  you  to 
getting  this  loan  ? 

Mr.  Sands.  Xo. 

The  Chairman.  Did  he  talk  with  you  about  it? 

Mr.  Sands.  No. 

The  Chairman.  Did  you  know  anything  about  the  fina 
sponsibilitv  or  the  condition  of  the  finances  of  the  Downe 
building  Corporation  l)efore  they  got  the  contract? 

Mr.  Sands.  Before  they  got  the  contract?  Yes,  I  looked  t 
and  looked  into  the  mercantile  reports  and  saw  their  recon 
thought  it  would  be  all  right. 

The  Chairman.  You  thought  thev  were  in  sound  conditi( 
cially? 

Mr.  Sands.  Yes,  sir;  I  did. 

The  Chairman.  And  when  you  had  this  talk  with  Mr. 
about  this  loan  were  you  promised  any  commission  or  prei 
fee  or  bonus  if  you  could  get  that  loan  for  him? 

Mr.  Sands.  Mr.  Downey  talked  to  me  along  the  line,  afte 
gotten  the  contract,  that  he  wanted — ^that  he  had  not  paid  a 
he  w  anted  to  pay  a  commission  for  financing. 

The  Chairman.  For  financing? 

Mr.  Sands.  For  financing.  He  said  he  wanted  to  pay  a 
sion  for  financing. 

The  Chairman.  To  whom? 

Mr.  Sands.  Well,  why,  to  pay  it  to  me ;  he  wanted  to  pa; 
way;  that  it  was  financing.  I  told  him,  although  I  had  fir 
number  of  propositions  outside  the  bank,  I  said,  "  I  can  not 
bank  for  any  money  under  any  promise  from  you,  because 
not  do  that ;  I  can  not  do  it.  I  have  not  the  right  to  do  it." 
said,  "  Well,  it  is  all  right,  you  know,  to  pay  for  an  unden 
and  I  said,  "  Well,  I  can  not  have  it  that  way,  anyway.  I 
have  it  that  way."  I  said.  "  I  will  bring  your  propositio 
bank,  and  we  will  doubtless  lend  you  money."  I  did  afters 
to  help  him  when  he  wanted  help. 

The  Chairman.  Have  you  received  commissions  for  1 
other  propositions? 

Mr.  Sands.  No. 

The  Chairman.  Never  have  received  any? 

Mr.  Sands.  Well,  I  don't  know^  that  I  have.  I  think  I  h 
but  not  in  the  bank. 

The  Chairman.  Not  in  the  bank? 

Mr.  Sands.  No,  T  never  borrowed ;  no  concern  in  which  I 
any  commission- 


The  Chairman.  Did  you  personally  loan  the  Downey  Shij 
Corporation  any  money?  ^ 

Mr.  Sands.  No. 
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RMAN.  Well,  can  you  state  how  this  figure  of  $40,000, 
tate  was  agreed  upon  to  be  distributed  for  securing  this 
s  arrived  at?  Was  it  a  percentage  of  the  contract  price, 
^Ir.  Downey  or  Mr.  Cranor  or  anybody  who  was  involved 
tion  wliich  you  say  developed,  come  to  fix  $40,000  as  the 
•aid? 

<.  I  do  not  know.    I  did  not  stipulate  it  myself. 
[{MAN.  You  did  not  stipulate  it  5 

^.  I  did  not  stipulate  it.  I  really  was  the — when  the  pay- 
ade  to  me  it  was  rather  a  surprise,  that  I  should  be  the 
bute  it,  because  I  did  not  think  that  I  was  active  enough ; 
?  reason  they  preferred  to  make  me  the  trustee  for  it. 
UMAX.  You  say  you  do  not  think  you  were  active  enough. 
!i.  I  did  not  think  that  I  was. 

RMAN.  You  were  the  one  man  who  was  to  see  the  Ship- 
officials,  were  you  not,  Mr.  Sisler  and  Mr.  Boiling  ? 
s.  I  introduced  them,  yes.    I  introduced  Mr.  Cranor  to 
entlemen. 
RMAN.  And  you  were  the  man  to  use  your  influence  with 

3.  Yes,  sir. 

RMAN.  Well,  that  is  some  activity  in  a  transaction  of  that 

not? 

3.  Well,  some  activity ;  yes,  sir. 

RMAN.  Well,  who  was  more  active  than  you? 

^.  Well,  I  suppose  that  is  about  all  the  activity  there  was. 

low  what  activity  they  used;  I  did  not  know  anything 

lat  is  all  that  we  did ;  that  is  all  that  I  did. 

RMAN.  Well,  then,  why  were  you  surprised?     You  were 

0  knew  Mr.  Boiling  and  who  knew  Mr.  Sisler,  who  pro- 

•oms  for  the  conferences,  whose  acquaintance  with  these 

3ard  officials  they  apparently  relied  upon,  and  who  intro- 

arties  to  Mr.  Boiling,  and  later  a  contract  was  secured. 

ou  surprised  that  you  should  be  chosen  to  apportion  this 

the  agreement  as  to  its  distribution  had  been  made? 
J.  Well,  I  do  not  know  why  they  settled  upon  me  as  doing 
f  them  might  have  done  it. 

RMAN.  Anyone  might  have  done  it,  but  you  were  one  of 
overs  in  it,  were  you  not,  Mr.  Sands  ? 
3.  Well,  I  was,  as  it  happened;  yes,  sir. 
RMAN.  And  if  somebody  else  had  undertaken  the  divi- 

money  you  would  have  been  a  little  bit  disappointed, 

lOt? 

^.  I  do  not  know  that  I  would. 

RMAN.  Have  you  got  the  note  which  Mr.  Sisler  signed 

s  morning? 

i.  Yes,  sir. 

RMAN.  Would  you  let  me  see  that,  please? 

jr  w^as  produced  by  Mr.  Sands.) 

RMAN.  Why,  he  only  indorsed  it,  did  he  not? 

s.  Oh,  yes;  he  only  indorsed  it.    I  did  not  say  he  signed 

RMAN.  I  understood  you  to  say  Saturday  that  Mr.  Sisler 
lote,  his  note,  for  $5,000? 
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Mr.  Sands.  Well,  if  I  said  that  I  said  it  under  a  misapprehaai 
I  do  not  remember,  but  that  is  the  note  I  referred  to,  and  I  do  li 
recall  whether  that  was  not  a  renewal. 

The  Chairman.  This  may  have  been  a  renewal? 

Mr.  Sands.  Yes. 

The  Chairman.  Will  you  look  at  that,  and  the  indoisemedti 
the  back,  and  state  whether  you  think  that  was  a  renewal) 

Mr.  Sands.  I  can  not  say,  because  there  is  nothing  to  indiafti 
on  here. 

The  Chairman.  There  had  been  a  payment  made  on  accountU 
there  not? 

Mr.  Sands.  Yes,  sir;  a  payment  made  on  July  31. 

The  Chairman.  Who  is  the  maker  of  that  note? 

Mr.  Sands.  A  man  named  Gray,  who  was  connected  with  the  as 
pany  which  I  mentioned,  the 

The  Chairman.  The  Potomac? 

Mr.  Sands.  No  ;  the  Sand  &  Gravel  Co.  He  was  connected  i 
the  Sand  &  Gravel  Co. ;  this  money  went  into  the  Sand  4  Gr 
office. 

The  Chairman.  What  Sand  &  Gravel  Co.  ? 

Mr.  Sands.  The  one  that  Mr.  Sisler  had. 

The  Chairman.  Mr.  Sisler  had  a  Sand  &  Gravel  Co.  I 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Well,  where  was  that? 

Mr.  Sands.  That  was  near  Ladensburg. 

The  Chairman.  Ladensburg,  Md.? 

Mr.  Sands.  Yes,  sir ;  not  very  far  from  Washington. 

The  Chairman.  Was  this  ISand  &  Gravel  Co.  a  depositor  i: 
bank  that  you  were  connected  with  ? 

Mr.  Sands.  I  do  not  remember  whether  they  were  or  not 
may  have — I  do  not  know  whether  they  had  an  account. 

The  Chairman.  Who  is  Mr.  H.  D.  Mepham? 

Mr.  Sands.  Why,  he  was  one  of  Mr.  Sisler's  friends  also  intei 
in  that  enterprise. 

The  Chairman.  This  $5,000,  then,  had  nothing  to  do  with  thii 
ment  on  account  of  securing  a  contract  for  the  Downey  Shipbui 
Corporation,  did  it? 

mr.  Sands.  Not  directly,  except  that  he  was  entitled  to  his  no 
and  I  let  him  have  this  money  on  account,  that  is  all. 

The  Chairman.  Let  who  have  it  ? 

Mr.  Sands.  Mr.  Sisler. 

The  Chairman.  You  let  Mr.  Sisler  have  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  Mr.  Gray  signed  the  note? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Well,  Mr.  Mepham  is  a  member  of  this  & 
Gravel  Co.  ? 

Mr.  Sands.  He  was  at  that  time,  he  and  Mr.  Gray  both. 

The  Chairman.  Mr.  Gray,  another  member  of  that  firm? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Signed  a  note  for  $5,000,  payable  to  Mr.  Me 
of  the  same  firm  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  And  Mr.  Mepham  indorsed  it,  and  on  Ji 
1918,  there  had  been  a  payment  of  $575  ? 
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ND8.  Yes,  sir. 

3AIRMAN.  And  Mr.  Sisler  indorsed  the  note  ? 

NDS.  Yes,  sir. 

oAiR&iAN.  What  is  there  about  that  paper  that  connects  Mr. 

>  with  the  awarding  of  this  contract  to  the  Downey  Sldp- 

Corporation? 

.NDS.  Nothing,  except  that  he  was  entitled  to  his  proportion, 

irged  it  up  to  him. 

aAiRMAN.  Charged  it  up  to  him  where? 

.NDS.  On  my  own  books. 

FiAiRMAN.  Have  yon  got  your  books? 

.NDS.  I  have  not. 

HAiRMAN.  Where  are  they? 

lNds.  In  Washington. 

EiAiRMAN.  With  whom? 

lnds.  Well,  they  are  just  in  storage  there;  I  have  not  got 

e. 

EIAIRMAN.  Did  the  Sand  &  Gravel  Co.  do  any  business  with 

ping  Board? 

NDS.  Not  at  all,  not  that  I  know  of.    I  do  not  know  that  they 

lAiKMAN.  With  any  shipbuilder  that  was  under  contract  with 
1? 

NDS.  I  do  not  suppose  so. 

EIAIRMAN.  As  far  as  this  note  goes,  there  is  not  a  word  or  a 
)n  it  that  shows  that  Mr.  Sisler  was  involved  in  getting  a  con- 
n  the  Shipping  Board  for  the  Downey  Shipbuilding  Corpo- 
there? 

NDS.  No,  sir. 

SAIRMAN.  Were  you  interested  in  the  lifeboat  business? 
NDS.  No,  sir. 

^AIRMAN.  Or  in  the  anchor  business? 
.NDS.  I  was  interested  in  the  anchor  business ;  yes,  sir. 
aAiRMAN.  Where  was  that? 
NDS.  That  was  at  Morton,  Pa. 
HAiRMAN.  Did  they  furnish  the  Shipping  Board  with  aii- 

NDS.  They  contracted  to  do  it,  but  they  did  not  get  in  in  time ; 
►any  was  not  in  operation  until  after  the  armistice  was  de- 

BAiRMAN.  Have  you  any  objection  to  that  note  being  put 
record,  Mr.  Sands,  in  connection  with  your  testimony? 
NDS.  No. 

iMRMAN  (reading) :  "  Washington,  D.  C,  May  1, 1918."    In 
-hand  margin  the  figures  "  $5,000."    The  word  "  due,"  and 
pencil  below,  "7/30.^    1  suppose  that  is  July  30? 
NDS.  Yes. 
SAiRMAN  (reading)  : 

lays  after  date  I  promise  to  pay  to  the  order  of  H.  D.  Mepham,  five 
dollars,  at  the  Commercial  National  Bank  of  Washington,  D.  O. 
ived,  with  interest  at  the  rate  of  —  per  cent  per  annum  until  paid. 

O.  L.  Gbay, 
Kansas  City,  Mo, 


2664  SHIPPING   BOARD  OPERATIONS. 

"Railway  Exchange  Building."  is  that? 
Mr.  .Sands.  I  do  not  know ;  I  ao  not  remember. 
The  Chairman.  "Ry.  Exchange  Bldg."     These  are  iht 
ments : 
July  31,  1918.    By  pnyiiicnt.  *575. 


Can  you  loan  tins  note  to  the  committee  to  have  a  pliotogr 
taken  of  it,  leave  it  in  our  custody,  to  be  returned? 

Mr.  Sands.  Well,  I  do  not  suppose  there  is  any  objection 

The  Chaihsian.  We  will  be  responsible  for  it.  Mr.  Sand 
that  it  will  be  returned  to  you. 

Mr.  Sands.  Vou  can  keep  the  original  if  you  want 

The  Chaibman.  After  the  contract  was  awarded,  did  yoi 
Downey  have  some  controversy  about  this  $40,000  payment 

Mr.  OAND8.  Yes,  sir. 

The  Chaibman.  What  was  it  about,  Mr.  Sandst 

Mr.  Sands.  Well,  it  was  a  controversy  first  on  the  grouoi 
it  was  given  for,  and  the  second  was,  that  he  thought  tl 
excessive. 

The  Chairman.  He  thought  it  was  excessive  f 

Mr.  Sands.  Yes. 

The  Chaibman.  Well  now,  a  controversy  upon  the  grouii 
it  was  given  for,  just  relate  what  that  was? 

Air,  Sands.  Well,  I  do  not  think  I  met  Mr.  Downey  uni 
had.  gotten  the  contract. 

The  Chaibman.  You  have  said  that  several  times. 

Mr.  Sands,  Yes;  I  just  wanted  to  impress  that. 

The  Chairman.  Yes,  sir. 

Mr,  Sands.  And  when  he  came  down  to  see  me  he  said,  1 
for  financial  accommodation.  He  said  that  was  custom 
said  this :  "  Well,"  I  said,  "  I  can  not  take  it  for  thaL" 
may  have  to  get  some  money  from  the  bank,  and  that  wo 
another  feature,  and  I  coidd  not  do  it,"  I  had  previous 
a  number  of  concerns  outside  the  bank,  but  in  this  case 
might  come  to  the  bank,  for  the  reason  that  Mr,  Downey  o 
account  there  at  the  bank.  He  promised  us  a  half  mill: 
but  when  it  came  down  he  sent  us  $100,000;  I  just  recal 
for  that  reason  I  feared  that  there  might  be  some  question  i 
did  not  want  that  question. 

The  Chairman.  Well,  do  you  mean  to  say  that  he  unde 
this  $40,000  was  being  paid  for  one  purpose,  but  he  wan 
so  that  it  would  be  understood  as  being  paid  for  another 

Mr.  Sands.  Well,  I  can  not  say  what  ne  understood,  bi 
what  I  told  him  plainly. 

The  Chairman.  What  did  yon  tell  him? 

Mr.  Sands,  I  told  him  just  what  I  said,  when  he  can 
see  me  at  my  rooms  and  told  me  that  this  money — that 
not  charge  it  up  except  for  financing  or  something  of  that 
I  said,  "  Well,  T  can  not  do  that,"  I  said,  "  That  would  ] 
an  embarrassing  position,  because  you  would  have  dealinj 
bank,  growing  out  of  your  account,"  And  we  had  consid 
troversy  about  that,  and  it  was  never  settled. 
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^  Chairman.  Yes;  but  how  did  this  controversy  get  started? 
-  Sands.  Well,  when  he  came  down  there  to  maWthe  settlement 
iirred. 

3  Chairman.  Yes;  but  how  did  it  get  started,  about  $40,000? 
did  he  come  to  offer  it  to  you  as  a  payment  for  financial  accom- 
i^t;ion? 
?^^»^-  Sands.  I  don't  know.    I  can  not  answer  that. 


«^«  Chairman.  Well,  did  he  say  anything  about  it  being  paid  for 
*^**ing  a  contract?  * 

J^^K^.  Sands.  No;  but  I  did. 
_1^«  Chairman.  What  did  you  say? 

•^^i*.  Sands.  I  said  that  it  was  for — I  considered  this  fee  to  be  for 
J:^^«:*ing  a  contract,  aiding  him  in  getting  it. 
J^^€  Chairman.  What  did  he  say? 

^^**.  Sands.  Well,  we  had  the  argument,  just  that,  and  we  did  not 
it  either  way,  that  way. 
6  Chairman.  Did  he  disclaim  any  knowledge  of  his  paying;  or 

^ioncern  paying  any  amount  of  money  for  getting  a  contract? 

*^r.  Sands.  No;  he  did  not. 

e  Chairman.  Did  you  tell  him  that  Mr.  Cranor  had  made  this 

«ingement  ? 

^Jr.  Sands.  I  think  I  did.    I  could  not  say;  I  think  I  did;  yes,  sir. 
T^he  Chairman.  Did  he  say  anything  to  you;  that  Mr.  Cranor 
^^  no  authority  to  enter  into  any  such  arrangement? 

34r.  Sands.  I  do  not  recall  his  saying  that;  1  do  not  recall  his  say- 
^fithat. 

^ihe  Chairman.  But  he  came  to  you  and  stated  that  they  could  not 
^arge  this  up  on  the  books  unless  it  appeared  for  securing  financial 
^"^^jommodation  ? 

Mr.  Sands.  That  is  what  I  understood  him  to  say ;  yes,  sir. 

The  Chairman.  And  what  financial  accommodation  did  vou  secure 
'^rhim? 

Mr.  Sands.  Well,  I  did  not  secure  very  much,  because  I  really  got 
^Ut  of  the  bank,  and  my  own  credit  was  hindered  to  such  an  extent 
J^t  I  could  not  get  any  money  for  him.  I  told  him,  I  said,  "  I  can 
^^t  get  you  any  money.'' 

The  Chairman.  Well,  then,  he  was  going  to  pay  you  $40,000  for 
•^curing  nothing,  was  that  it  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  He  did  get  $100,000  at  that  bank,  did  he  not  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Left  it  on  deposit  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  In  the  savings  bank  department? 

Mr.  Sands.  Yes,  sir.    He  made  a  deposit  there  of  that. 

The  Chairman.  Did  Mr.  Downey  know  how  this  $40,000  was  to  be 
ciivided  ? 

Mr.  Sands.  I  do  not  think  he  did. 

The  CHAnuHAN.  Did  you  tell  him  at  that  controversy  ? 

Mr.  Sands.  No,  sir. 

The  Chairman.  Did  you  mention  Mr.  Boiling's  name  at  that 
controversy  ? 

Mr.  Sands.  I  do  not  think  so ;  no,  sir. 
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The  Chairman.  Or  Mr.  Sisler's  name  ? 

Mr.  Sands.  I  do  not  think  so. 

The  Chairman.  Did  you  mention  Mr.  Cranor's  name? 

Mr.  Sands.  I  think  very  likely ;  yes,  I  spoke  of  Mr.  Cranor. 

The  Chairman.  Mr.  Fuller? 

Mr.  Sands.  No  ;  Mr.  Fuller  had  nothing  to  do  with  it. 

The  Chairman.  You  did  not  mention  his  name?    * 

Mr.  Sands.  No  ;  he  had  nothing  to  do  with  it. 

The  Chairman.  You  state  in  this  affidavit  which  was  drawn  up, 
but  which  you  subsequently,  upon  advice  of  your  counsel,  declined  to 
sign: 

During  the  negotiations  Mr.  Downey  oanie  to  Washington  and  was  introduced 
to  me  by  Mr.  Cranor.  He  ratified  tlie  agreement  whereby  $40,000  commissiun 
was  paid,  but  provided  that  such  payments  would  be  made  by  notes  bearing 
the  date  of  April  15,  1917,  in  amounts  of  $10,000  each,  and  maturing  in  6 
months,  9  months,  12  months,  and  15  months,  respectively,  but  Mr.  Downey 
insisted  that  the  ostensible  consideration  for  these  notes  should  be  my  services 
in  procuring  a  loan  of  money  for  him. 

Now,  that  wa4^ before  the  contract  was  awarded,  was  it  not? 

Mr.  Sands.  Oh,  no ;  he  had  gotten  the  contract. 

The  Chairman.  What? 

Mr.  Sands.  He  had  gotten  the  contract  then. 

The  Chaihman.  Well,  that  was  before  this  controversy,  then,  was 
it  not? 

Mr.  Sands.  No  ;  this  was  at  the  time  of  the  controversy. 

The  Chairman.  You  say  the  notes  were  to  be  dated  April  15, 1917. 

Mr.  Sands.  Well,  that  is  my  recollection  about  the  dates.  I  can 
not  recall  the  dates.  That  thing  was  written  very  hurriedly,  and  no 
reference  was  made  to  any  books  at  all,  so  that  I  coula  not  say 
whether  it  was  March  or  April.    I  could  not  say  about  that. 

The  Chairman.  Well,  was  the  year  correct,  1917? 

Mr.  Sands.  I  really  am  at  sea  whether  that  was  the  year,  whether 
it  was  1917  or  1918.    I  had  so  many  things. 

The  Chairman.  Well,  the  notes  were  actually  given  in  1918,  were 
they  not? 

TAt.  Sands.  Well,  then  it  was  1918. 

The  Chairman.  Do  you  know  when  the  Downey  Corporation  got 
their  contract  for  ships? 

Mr.  Sands.  No;  I  do  not. 

The  Chairman.  You  do  not  know  whether  or  not  they  got  their 
contract  in  July,  1917,  do  you? 

Mr.  Sands.  No,  I  did  not  know ;  I  do  not  know  about  that. 

The  Chairman.  Well  now,  assume  that  they  got  their  contract  in 
July,  1917,  how  do  you  explain  these  notes  bemg  all  dated  in  1918! 

Mr.  Sands.  Well,  that  must  have  been  another  contract.  I  do  not 
know  about  that;  it  must  have  been  another  contract. 

The  Chairman.  Do  you  say  the  Downey  Co.  got  two  contracts? 

Mr.  Sands.  I  do  not  say  so,  but  I  should  judge  there  must  be,  be- 
cause this  was 

The  Chairman.  Well,  assume  they  only  eot  one,  what  do  you  say 
about  it,  these  notes  all  being  dated  a  year  later. 

Mr.  Sands.  Well,  the  notes  should  have  been  dated  around  the  time 
that  they  got  the  contract. 

The  Chairman.  Perhaps  they  should  have,  but  they  were  not,  ap- 
parently.    Now;  how  do  you  explain  \\^ 
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Mr.  Sands.  Well,  I  would  say  they  were;  I  should  say  they  were 
dialed  about  the  time  they  got  tne  contract. 

The  Chairman.  Do  you  know  whether  the  Downey  concern  got 
.more  than  one  contract  with  the  Shipping  Board? 

Mr.  Sands.  I  do  not  know. 

The  Chairman.  Do  you  know  whether  or  not  they  had,  actually 
liad  a  contract  with  tne  Shipping  Board,  at  the  time  they  were 
seeking  your  good  offices  to  get  a  contract? 

Mr.  Sands.  I  could  not  say,  I  do  not  know. 

The  Chairman.  Did  not  Mr.  Cranor  ever  tell  you  that  they  had 
one  contract  and  wanted  to  get  another? 

Mr.  Sands.  I  do  not  recall  his  ever  telling  me ;  no. 

The  Chairman.  When  you  looked  up  their  financial  responsibility 
and  their  standing,  did  you  inquire  into  what  work  they  were  doing, 
whether  they  actually  had  a  contract  with  the  Shipping  Board? 

Mr.  Sands.  I  do  not  recall  it  now. 

The  Chairman.  Well,  would  that  not  be  a  natural  thing  for  you 
to  do  in  looking  up  the  standing  of  a  concern  that  was  seekmg  a  con- 
tract, or  a  loan  rather,  for  you  to  look  up  not  only  their  ratmg  and 
their  officials,  but  to  see  what  work  they  were  actually  doing  or  had 
done? 

Mr.  Sands.  Well,  it  would  have  been,  but  I  did  not  do  it.  I  don't 
remember  doing  it ;  I  don't  remember  that. 

The  Chairman.  You  don't  remember  whether  you  did  or  not  ? 

Mr. 'Sands.  I  don't  remember;  I  know  that  they  were  very  active 
in  business  at  the  time,  and  I  thought  very  well  of  them  myself. 

The  Chairman.  The  statement  is  contained  in  this  affidavit  which 
was  prepared,  but  which  you  declined  to  sign,  upon  the  advice  of 
your  coimsel,  that^ — 

It  had  always  been  understood  by  Mr.  Boiling,  and  among  us,  that  Mr.  Boiling 
was  to  receive  $6,250  from  the  proceeds  of  the  discount  of  the  notes,  but  for  some 
reason  he  became  worried  and  did  not  accept  the  balance  of  the  $6,250  still  due. 
I  had  in  the  meantime  advanced  to  him  in  different  sums  approximately  $1,800. 
These  sums  were  paid  to  Mr.  Boiling,  as  nearly  as  I  can  recollect,  as  follows: 

Then  there  is  a  blank  which  is  not  filled  in. 

Now,  was  aiu'body  present  when  you  paid  him  any  of  this  money? 

Mr.  Sands.  1  do  not  recall  anybody  being  present.  I  do  not  think 
that  is  likely  there  were.  I  do  not  recall  anyone  being  present.  There 
might  have  been  some  one  in  the  office  who  may  have  observed  it,  but 
I  really — it  would  not  have  been  any  of  their  business,  and  I  do  not 
think  that  I  would  have  called  their  attention  to  it. 

The  Chairman.  Did  you  actually  owe  Mr.  Boiling  some  money  at 
that  time? 

Mr.  Sands.  Well,  I  did  not  consider  that  I  owed  him  any,  but  Mr. 
Boiling  built  me  a  house,  and  I  owed  him  a  balance,  I  think,  of  about 
$4,000  on  it  on  a  note  that  was  discounted,  and  which  I  was  paying, 
my  own  note,  and  it  may  have  been  as  much  as  $4,000  at  that  time.  1 
paid  the  note  myself.    That  is  all  I  owed  Mr.  Boiling, 

The  Chairman.  Did  you  charge  off  this  $4,000  note  you  owed 
against  the  $6,250  that  was  going  to  him  ? 

Mr.  Sands.  No,  sir ;  I  paid  it  myself. 

The  Chairman.  You  paid  that  yourself? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  So  you  did  not  owe  him  any  moii%>f*l 
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Mr.  Sands.  I  did  not  consider  I  owed  him  any ;  no. 

The  Chairman.  Well,  you  did  not  consider  that  you  owed 
any;  don't  you  know  whether  you  did  or  not? 

Mr.  Sands.  Well,  don't  you  see  the  difference,  that  he  had  my 
note  discounted ;  you  might  say  that  I  owed  him  the  $4,000,  but  k 
had  discounted  the  note  to  the  bank  and  I  was  paying  it.  Now, 
if  you  say  that  I  owed  the  money,  in  one  sense  I  did  owe  it  to  him, 
because  he  w  as  responsible  for  the  note,  on  the  back  of  it :  but  I 
did  not  consider  that  I  owed  him  any,  Iwcause  I  was  paying  my 
own  note. 

The  Chairman.  In  installments? 

Mr.  Sands.  Well,  I  paid  it  every  time  it  became  due.     Every  time 
it  came  due  I  credited  $500  or  something  of  that  kind.     I  paid  him 
altogether  for  building  this  house  about  $22,000. 
,   The  Chairman.  How  much  ? 

Mr.  Sands.*  About  $22,000;  about — well  T  guess  it  may  have  been 
$19,000. 

The  Chairman.  Paid  who? 

Mr.  Sands.  Boiling. 

The  Chairman.  $19,000  altogether? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  For  that  house  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Had  that  $19,000  been  paid? 

Mr.  Sands.  It  had  been  paid  down  to  this  note  which  I  wfts  pay- 
ing. 

The  Chairman.  Down  to  this  $4,000  note? 

Mr.  Sands.  Yes. 

The  Chairman.  Was  that  under  some  contract  in  writing? 

Mr.  Sands.  Yes;  regular  builders'  contract. 

The  Chairman.  Did  he  build  the  house  ? 

Mr.  Sands.  Yes. 

The  Chairman.  And  you  agreed  to  pay  for  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  It  was  built  according  to  your  plans,  was  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Now  you  say  you — 

•paid  Sisler  on  this  and  otlier  matters  a  total  of  $20,500,  part  of  wliioli.  the  sum 
of  $14,000,  was  in  payment  of  liis  share  of  a  loan  amounting  to  $21,000,  so  he 
and  I  together  received,  on  the  basis  of  one-third  to  me  and  two- thirds  to  him 
as  a  broker's  commission  in  procuring  the  same  of  a  steamship. 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  that  steamship  sale  was 
connected  in  any  way  with  the  Shipping  Board  ? 

Mr.  Sands,  t  don't  think  so,  sir,  that  it  was  a  Shipping  Board 
boat ;  I  don't  think  so. 

The  Chairman.  You  were  selling  steamships  that  you  didn't  knon 
very  much  about,  were  you  ? 

Mr.  Sands.  Not  very  much. 

The  Chairman.  Who  was  the  steamship  sold  to  ? 

Mr.  Sands.  Dockendorf  &  Co. 

The  Chairman.  Dockendorf? 

Mr.  Sands.  Yes. 
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The  Chairman.  When? 

Hr.   Sands.  I  could  not  state  the  date,  counselor,  I  could  not 

te  the  date;  it  was  sold  for  seven  hundred  thousand  dollars  and 

1. 

Phe  Chairman.  $700,000? 

tfr.  Sands.  Yes. 

Phe  Chairman.  Prior  to  the  war? 

tf  r.  Sands.  Prior  to  our  entrance  into  the  war ;  it  was  during  the 

r. 

The  Chairman.  During  the  war? 

^r.  Sands.  Yes. 

The  Chairman.  Before  the  Downey  Co.  got  their  contract  ? 

Ir.  Sands.  Afterwards. 

The  Chairman.  Afterwards? 

Ir.  Sands.  Yes.  "^  ^ 

The  Chairman.  Who  was  the  steamship  sold  for? 

►Ir.  Sands.  I  don't  recall  who  owned  the  steamship;  and  I  don't 

lember  the  tonnage. 

The  Chairman.  What  was  the  name  of  it  ? 

^Ir.  Sands.  I  can  not  remember  the  name. 

The  Chairman.  Who  paid  you  the  commission? 

►Ir.  Sands.  The  purchaser. 

The  Chairman.  The  purchaser  paid  the  commission? 

►Ir.  Sands.  Yes. 

The  Chairihan.  Cash? 

i'lr.  Sands.  Yes. 

The  Chairman.  $21,000? 

^Ir.  Sands.  Yes,  sir. 

The  Chairman.  Anybody  else  involved  in  that  sale? 

^Ir.  Sands.  No,  sir. 

The  Chairman.  Did  not  receive  that  through  a  broker? 

^r.  Sands.  No. 

The  Chairman.  How  did  you  happen  to  become  connected  with 

t  transaction  ? 

^Ir.  Sands.  Well,  I  knew  Dockendorf. 

The  Chairman.  You  knew  the  Dockendorf  Co.? 

At.  Sands.  Yes,  sir. 

The  Chairman.  Are  they  an  American  company? 

tfr.  Sands.  Yes,  sir. 

The  Chairman.  And  where  are  their  headquarters? 

lir.  Sands.  In  New  York ;  I  don't  remember  the  exact  address. 

^he  Chairman.  In  New  York? 

Ir.  Sands.  Yes. 

^he  Chairman  (reading)  : 

he  ]K)at  was  t<)  be  (lelivere<l  at  Bordeaux,  France,  for  foreign  account,  and 
understood  tliat  the  thig  was  transferred. 

s  that  so? 

Ir.  Sands.  Yes,  sir. 

'he  Chairman  (reading) : 

m  still  have  a  note  indorsed  by  Sisler  for  $5,000  on   which  $500  has  been 
on  account,  but  you  have  never  made  any  attempt  to  coUect  the  ''^'^^i^^?^ 
X),  because  you  considered  that  it  was  owing  to   him    on   account  or   tne 
ney  commission  still  unpaid. 
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Mr.  Kklley.  The  Shipping  Board  could  do  that,  couldn-t  they! 

Mr.  Sands.  Yes,  sir. 

Mr.  Keijl,ey.  But  as  a  banker,  your  wrote  a  letter  to  the  Shippii^ 
Board  ? 

Mr.  Sands.  Yes. 

Mr.  Kelley.  Saying  they  were  all  right  i 

Mr.  Sands.  I  don't  remember  the  words,  but  I  believed  that  they 
w  ould  l)e  able  to  carry  out  the  contract ;  that  they  handled  some  large 
ones. 

Mr.  Kelley.  Although  you  had  never  had  any  business  transif- 
tions  with  them,  and  had  never  met  Mr.  Downey  until  this  transi- 
tion? 

Mr.  Sands.  I  don't  think  I  met  Mr.  Downey  until  that  time  or 
afterwards. 

Mr.  Kelley.  Did  you  think  you  were  competent  to  advise  tke 
Shipping  Board  as  to  the  financial  credit  of  these  jjeople  at  the  time 
you  wrote  that  letter? 

Mr.  Sands.  Nothing  any  more  than  to  say  that  the  letter  was  per- 
f unctory,  that  they  needed  letters  from  the  different  places  to  bop 
get  them  contracts :  everybody  was  trying  to  get  contracts. 

Mr.  Kelley.  If  it  is  true  that  the  Downey  people  had  been  build- 
'ing  ships  for  the  Shipping  Board  since  some  time  in  June  or  Jub 
of  1917,  why  should  you  write  a  letter  about  their  credit  in  1918! 

Mr.  Sands.  I  don't  know ;  I  don't  even  remember  that  they  ImmI 
contracts  before;  I  didn't  know  it:  if  I  knew  it  I  don't  remembtt 

Mr.  E^ELLEY.  Where  was  Downey  to  get  this  $100,000  that  he  w« 
going  to  deposit  in  your  bank? 

Mr.  Sands.  I  supposed  he  was  to  get  $500,000,  as  I  sup[)osed  i 
w-ould  be  advancecl  from  the  Shipping  Board  funds;  that  is  ordi- 
narily the  case. 

Mr.  Kelley.  On  tiie  initial  payment  of  10  per  cent  ? 

Mr.  Sands.  Yes,  sir ;  that  is  wtiat  I  supposed. 

Mr.  Kelley.  Well,  if  he  got  $500,000  from  the  Shipping  Boari 
without  paying  anything  for  it,  w^hy  would  he  pay  you  $40,000  fcf 
the  credit  of  $100,000  ? 

Mr.  Sands.  I  didn't  have  any  idea  that  he  was  going  to  do  titfl 
I  didn't  think  he  would  pay  $40,000  to  get  $100,000. 

Mr.  Kelley.  How  much  was  he  going  to  get? 

Mr.  Sands.  From  the  bank  or  from  me  ? 

Mr.  Kelley.  Yes,  for  this  $40,000,  how  much  credit  was  he  gpoi 
to  get  from  you? 

Mr.  Sands.  I  was  not  going  to  give  him  any  credit. 

Mr.  Kelley.  What  is  that? 

Mr.  Sands.  I  was  not  going  to  give  him  any  credit,  I  felt  kin^ 
toward  him,  I  aided  him:  I  aided  a  number  of  concerns  diiri< 
the  war,  personally. 

Mr.  Keixey.  I  thought  this  $40,000  you  said  was  for  services  * 
dered  in  connection  wnth  the  bank? 

Mr.  Sands.  No,  I  didn't  say  so. 

Mr.  Keixey.  What  did  you  say? 

Mr.  Sands.  I  said  it  was  not. 

Mr.  Kelley.  Who  handed  you  these  notes? 

Mr.  Sands.  I  think  Mr.  Downey  himself. 
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[r.  Kellbt.  Personally? 
[r.  Sands.  I  think  so. 
[r.  Kellet.  Are  you  sure  about  that? 

[r.  Sands.  Well,  1  could  not  say  positively,  but  that  is  my  impres- 
1,  that  he  is  the  only  one  that  handed  them  to  me;  he  may  nave 
led  them  to  me ;  but  I  think  he  handed  them  to  me. 
Ir.  Kelley.  Which  was  it?    Did  he  mail  them  to  you  or  did  he 
d  them  to  you? 

(r.  Sands.  1  could  not  say,  you  know ;  I  think  he  handed  them 
ne. 

Ir.  Kelley.  Do  you  remember  of  his  handing  them  to  you? 
Ir.  Sands.  I  don't  recall  him  handing  them  or  mailing  them  to 
;  I  think  he  handed  them  to  me,  I  could  not  say. 
fr.  Keixey.  What  makes  you  think  he  handed  them  to  you? 
Ir.  Sands.  Because  that  is  my  impression  of  the  matter;  I  have 
any  remembrance  of  the  conversation ;  I  could  not  remember  the 
umstances  any  more  than  I  got  the  notes;  and  I  think  he  gave 
iQ  to  me. 

(r.  Kelley.  Do  you  know,  at  the  time  of  this  transaction,  whether 
.  Downey's  firm  was  getting  money  on  their  contract  right  along 
m  the  Shipping  Board  ? 
fr.  Sands.  No;  I  didn't  know. 

fr.  Keli-ey.  You  knew  they  were  going  to  get  $500,000,  you  said? 
f  r.  Sands.  I  knew  they  were  going  to  get  some  considerable  sum. 
fr.  Kelley.  They  got  it,  didn't  they? 

f  r.  Sands.  Thev  got  considerable  on  it ;  I  think  he  may  have  got 
ligh  as  $750,000. 

fr.  Kelley.  What  was  this  $100,000  of  credit  at  your  bank  for? 
at  is  not  very  much  credit,  is  it,  for  a'shipping  concern? 
f  r.  Sands.  Not  very  much. 
f r.  Kelley.  Now,  what  was  that  for? 

f  r.  Sands.  Well,  my  idea  was  that  they  were  not  going  to  use  the 
ney,  they  just  wanted  to  make  their  statement  better,  so  as  to 
•w  more  cash  on  hand  than  in  the  corporation  liabilities,  I  suppose 
t  is  what  they  wanted. 

At.  Kelley.  Is  that  what  they  told  your  board  of  directors  or  dis- 
int  committee,  that  they  wanted  this  money  for? 
kf  r.  Sands.  I  think  so,  I  think  I  told  it  to  tnem. 
At.  Kelley.  You  were  willing  to  be  a  party  to  a  fraud  on  your 
ik? 

f r.  Sands.  I  didn't  know — very  frequently  concerns  borrow  money 
strengthen  their  statements,  inasmuch  as  cash  on  hand  means  a 
lat  deal  more  against  liabilities  than  the  amoimt. 
At.  Kelley.  The  banks  you  think  are  in  the  habit  of  helping  cus- 
aers  to  deceive  creditors  in  that  way? 
fcfr.  Sands.  I  do  not  think — ^they  didn't  put  it  that  way. 
kfr.  Kelley.  Well,  what  is  it?    1  don't  care  how  you  put  it,  what  is 
Thev  were  not  to  have  the  benefit  of  this  $100,000  at  all,  were 

At.  iSands.  No. 

if  r.  Kelley.  Then  it  was  not  really  any  loan  whatever. 

ifr.  Sands.  Practically  not. 

17706S— 20— PT  7 11 
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Mr.  Keli.ey.  Xo.    Where  was  this  money — ^how  was  it  tied  up! 

Mr.  Sands.  It  w^as  put  into  the  savings  depaitment. 

Mr.  Kellet.  They  could  not  check  tnat  out  at  all  i 

Mr.  Sands.  Xo,  sir. 

Mr.  Kellet.  Xow,  is  that  the  only  financial  assistance  that  va 

/ft,  t 

rendered  the  Downey  company  by  putting  $100,000  into  the  savinj 
fund?  [ 

Mr.  Sands.  Yes,  sir. 

Mr.  Kellet.  You  swear  absolutely — I  want  this  perfectb 
straight — that  you  or  the  Commercial  Xational  Bank  at  Washingta, 
as  far  as  you  know,  neyer  made  any  loan  of  any  kind  to  thisDownej 
company  except  this  $100,000  fund  which  was  put  in  such  a  way 
that  it  could  not  be  used  and  that  it  was  for  the  purpose  of  strengtk- 
ening  their  account  and  thereby  deceiying  creditors  to  that  extents 
to  the  amount  of  cash  that  they  had  on  hand? 

Mr.  Sands.  Your  question  was:  Whether  they  had  any  other  help! 

Mr.  Kellet.  Yes. 

Mr.  Sands.  I  don't  know.  But  I  understood  that  afterwards  tbfj 
borrowed  some  more  money  from  the  bank. 

Mr.  Kellet.  From  your  bank? 

Mr.  Sands.  Yes ;  when  I  left  the  bank. 

Mr.  Kellet.  Did  they  borrow  it  in  the  same  way? 

Mr.  Sands.  I  don't  know ;  I  don't  know  how  they  borrowed  it. 

Mr.  KELIJ5T.  But  during  your  connection  with  tlie  bank  they  new 
had  any  other  credit  there  that  they  could  use? 

Mr.  iJSands.  No. 

Mr.  Kellet.  But  if  they  put  these  notes  up  for  financial  credi 
giyen  by  you,  that  is  all  the  credit  they  got  for  the  $40,000! 

Mr.  Sands.  That  is  all. 

Mr.  Kellet.  And  then  you  wrote  a  letter  to  the  Shipping  Botf 
that  they  were  all  right? 

Mr.  Sands.  Well,  my  letter  was  that  I  believed  them  to  be  i 
right,  and  they  were  a  good  concern. 

Mr.  Kellet.  You  didn't  know  anything  about  themiexcept  whi 
Mr.  Cranor  told  you? 

Mr.  Sands.  I  got  mercantile  reports  and  also  Mr*  Cranor's  inioi 
mation. 

Mr.  Kelli':t.  You  knew  nothing  other  than  the  general  puM 
knew  who  had  access  to  the  same  reports  that  yf>u  had? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kellet.  The  credit  man  in  the  Shipping  Board  would  ha^ 
access,  of  course,  to  commercial  reports? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kellet.  Did  you  yisit  their  plant? 

Mr.  Sands.  Xo,  sir. 

Mr.  Kellet.  Did  you  write  a  letter  saving  you  had  visited  th 
plant? 

Mr.  Sands.  Xo,  sir. 

Mr.  Kellet.  Did  you  write  a  letter  sayinjy  you  had  inquired 
their  personnel  and  found  them  to  he  men  of  high  caliber? 

Mr.  Sands.  I  think  I  ycry  likely  did :  I  don't  remember  the  purp 
of  the  letter. 

Mr.  Kellet.  You  had  never  met  Mr.  Downey  at  all? 
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Sands.  When  I  wrote  that  letter? 
Kelley.  Yes. 

Sands.  I  don't  remember  whether  I  had  met  him  or  not;  I 
I  had  not;  I  don't  think  I  met  him  until  after  he  got  the 
cL 

Kelley.  If  you  did  certify  to  their  standing,  you  certified  to 
ling  you  didn't  know  anything  about? 
Sands.  Except  from  the  report. 

Kelley.  Except  what  Mr.  Cranor  told  you — in  fact,  you  didn't 
anybody  connected  with  the  firm  at  all  except  Cranor? 
Sands.  Yes. 
Keij.ey.  And  he  was  an  old  friend  of  yours,  and  a  creditor  of 

Sands.  Yes. 

Kelley.  Owed  you  money  ? 
Sands.  Yes,  sir. 

Kelley.  How  much  money  did  he  owe  you  at  this  time  ? 
Sands.  Oh,  he  owed  me  $2,000  or  $3,000. 

Kelley.  Now,  when  Mr.  Downey  kicked,  as  you  have  expressed 
ut  paying  the  last  note,  just  what  did  he  say  ? 
Sands.  I  don't  recall  that  now.  Of  course,  I  was  out  of  the 
hen,  but  he  was  still  arguing  on  the  same  line,  that  he  expected 
accommodations,  but  he  hadn't  gotten  them,  and  things  of  that 
and  I  really  was  not  in  a  position  to  force  him  on  it,  and  I 
didn't  want  to. 
Kelley.  Why  not  ? 

Sands.  Well,  because  I  didn't  want  to. 
Kelley.  Publicity? 

Sands.  Yes;  because  I  had  had  so  much,  because  it  worried  me 
nd  to  get  out  of  that  I  would  have  given  him  back  all  his  notes. 
Keli^y.  You  would  have  returned  all  of  the  notes? 
Sands.  I  think  I  would  rather  than — to  get  rid  of  him  as  far 
as  concerned. 

Kelley.  You  gave  him  $5,000  in  cash  back,  did  you? 
Sands.  I  think  so;  yes,  sir;  I  gave  him  a  check  for  $5,000. 
Kelley.  Gave  him  a  check? 
Sands.  Yes. 

Kelley.  When  did  you  do  that  ? 

Sands.  Well,  I  can  not  recall  exactly;  I  know  I  had  helped 
lit  on  one  of  the  notes  when  it  came  due.     He  wanted  an  exten- 

Kelley.  Wliich  one  was  that? 

Sands.  I  think  it  was  on  tlie  second  one. 

Keo.ey.  You  paid  that  note  yourself,  didn't  you? 

Sands.  I  think  I  paid  $5,000  on  it  and  he  paid  $5,000;  that  is 
collection. 

Kelley.  On  the  second  note  ? 
.  Sands.  Yes. 

.  Kelley.  How  about  the  third  note? 

.  Sands.  Well,  the  third  note;  I  think  T  paid  $5,000  on  that  one. 
.  Kell?]Y.  And  he  paid  $5,000? 
.  Rands.  I  think  that  is  so. 
.  Kelley.  That  is,  you  rebated  $10,000,  did  you  not  ? 
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Mr.  Sands.  I  rebated  ten. 

Mr.  Kelley.  You  testified  here  the  other  day  that  you  rebated 
$5,000;  you  said  vou  got  $25,000  from  him? 

Mr.  Sands.  That  is  what  I  did  get,  I  really  got  $30,000, 1  oirf 
him  something  too,  he  claimed ;  I  got  $30,000 ;  1  gave  him  one  note 
back  and  helped  him  out  on  the  other  note. 

Mr.  Kelley.  You  gave  him  one  note  back,  that  would  reduce  it  ti 
$30,000,  wouldn't  it,  and  then  if  you  gave  him  $10,000  to  help  (ml« 
these  notes  at  the  bank,  that  would  leave  only  ^0,000,  wouldn't  itt 

Mr.  Sands.  Yes ;  but  I  got  $25,000  of  him,  because  he  gave  me— 

Mr.  Keli^ Y.  Tell  the  truth  about  it ;  what  is  the  fact  ? 

Mr.  Sands.  I  am  trying  to  tell  you  the  facts,  but  as  a  matter  d 
fact,  there  was  $40,000  worth  of  notes,  and  I  gave  him  $10,000  Ud^ 
and  I  helped  him  on  the  other. 

Mr.  Kelley.  How  much  ? 

Mr.  Sands.  To  the  extent  of  $5,000,  and  afterwards  he  paid  it,  h 
gave  me  a  renewal  note. 

Mr.  Kelley.  He  paid  that  back  to  you?  ' 

Mr.  Sands.  He  paid  it  back;  yes,  sir. 

Mr.  Kelley.  Oh  ho !  So  that  after  he  did  this,  after  he  pw 
these  two,  was  that  when  he  made  objections? 

Mr.  Sands.  Yes,  sir ;  he  made  objections  almost 

Mr.  Kelley.  All  the  time  ? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  From  the  beginning? 

Mr.  Sands.  Yes,  sir;  well,  not  for  the  first  six  months,  after tb 
first  note,  he  made  objections  right  along. 

Mr.  Kelley.  Did  he  write  you  a  letter  telling  you  how  fine  joa 
services  were,  and  how  valuable  they  were  to  hmi? 

Mr.  Sands.  He  may  have ;  I  don't  recall  it. 

Mr.  Kelley.  WTiere  would  that  letter  be,  if  you  have  it? 

Mr.  Sands.  That  would  be  in  my  file  in  Washington. 

Mr.  Kelley.  Would  you  get  that  letter  if  you  got  such  a  one! 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Do  you  remember  any  such  letter? 

Mr.  Sands.  I  don't  remember  it ;  no,  sir ;  I  don't  remember  it. 

Mr.  Kelley.  Well,  then,  of  the  $5,000  that  you  helped  him  wi 
at  the  bank,  he  gave  you  another  note  for  that? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  At  the  same  time? 

Mr.  Sands.  Yes,  sir. 

Mr.  Keli^y.  And  then  you  got  that  cashed? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Where  did  you  get  that  cashed  ? 

Mr.  Sands.  I  don't  recall  now,  I  only  remember  the  net  trans 
tion ;  I  don't  remember  where  the  notes  were  placed  at  the  time;  J 
see,  I  was  out — I  didn't  borrow  anvthing  from  the  Commercial  Btf 
I  was  out  of  the  bank  almost  when  the  first  note  became  diw,  i 
after  that  I  used  other  connections,  I  dont'  remember  where  it  ij 

Mr.  Keixey.  Mr.  Downey  was  getting  money  from  tlie  Shippi 
Board  right  along  all  the  while,  wafen't  he? 

Mr.  Sands.  Yes ;  I  suppose  he  was. 

Mr.  Kelley.  I  suppose  this  $40,000  came  from  the  Shippi 
Board,  didn't  it,  money  advanced  oiv  their  contract? 
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Irfr.  Sands.  Well,  I  don't  know  if  it  did;  I  thought  it  came  from 
a. 

kdr.  Kelley.  Where  else  did  it  come  from  ? 
^f  r.  Sands.  I  thought  it  came  out  of  his  pocket, 
rhe  Chairman.  The  Shipping  Board  has  a  large  claim  against 
o  yet,  hasn't  it? 

Btfr.  Sands.  I  am  not  familiar  with  it;  I  don't  know;  I  am  not 
Kiiliar  with  that. 

Bllr.  Kelley.  Well,  if  this  money  was  used — was  taken  out  of 
nds  advanced  by  the  Shipping  Board  to  build  ships  with,  it  would 
about  the  time  that  these  contracts  were  made  ? 
Mr.  Sands.  Well,  I  could  not  say  as  to  that  because  the  notes  run 
long,  and  I  didn't  know  what  his  position  was  at  the  maturity  of 
?h  note ;  I  didn't  know  what  it  was. 

Mr.  Kelley.  You  are  sure  these  notes  were  not  given  in  1917  and 
t;ed  1918? 

-Mr.  Sands.  No,  no,  no;  they  were  dated  at  the  time  of  the  trans- 
tion. 

Mr.  Kelley.  Who  was  Nathan  Masher? 

JMr.  Sands.  He  was  a  friend  of  mine  and  he  loaned  me  some  money 
.  one  of  the  notes. 
-Mr.  Kelley.  Which  one? 
-Mr.  Sands.  I  think  the  third  note;  I  think  so. 
Mr.  Keij.ey.  You  mean  the  third  $10,000  note? 
Mr,  Sands.  Yes,  sir ;  the  third  $10,000  note.  • 
Mr.  Keixey.  What  did  you  mean,  he  loaned  you  monej^  on  one — 
shed  the  note? 

Mr.  Sands.  He  cashed  the  note  for  me. 

Mr.  Kelley.  Was  that  one  of  those  notes  that  appeared  here,  or 
this  the  $5,000  note  that  was  given  for  the  amount  that  you  ad- 
Luced  to  reduce  the  $10,000  note? 

Mr.  Sands.  No;  I  think  it  was  the  $5,000  that  I  advanced  to  re- 
ice  the  second — on  the  second  $10,000. 
Mr.  Kelley.  Mr.  Masher  did  not  cash  it? 
Mr.  Sands.  No,  sir. 

The  Chairman.  Take  a  recess  here  of  5  or  10  minutes. 
(A  short  recess  was  here  taken.) 

Mr.  Kelley.  When  was  the  Providence  Engineering  Co.  organ- 
ed? 

Mr.  Sands.  I  do  not  know. 

Mr.  Kelley.  Do  you  know  anything  about  its  capital  ? 
Mr.  Sands.  I  have  forgotten;  I  do  not  know.    It  was  one  of  the 
bsidiaries  of  the  Downey  Shipbuilding  Co. 
Mr.  Keli^y.  Do  you  know  anything  about  its  assets? 
Mr.  Sands.  No. 

Mr.  Kelley.  Do  you  know  anything  about  its  plant  up  there? 
Mr.  Sands.  No,  except  just  in  a  general  way,  that  they  manufac- 
red  engines  for  these  boats. 

Mr.  Kelley.  Do  you  know  anything  about  its  financial  standing? 
Mr.  Sands.  No,  sir. 

Mr.  Kelley.  This  was  the  concern  that  you  told  the   Shipping 
oard  in  a  letter  was  all  right,  was  it  not  ?  .    . 

Mr.  Sands.  I  thought  it  was  the  Downey  Shipbmldmg  Co.*,  V[\»x. 
my  recoMectioD, 
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Mr.  Kellky.  Well,  which  company  did  you  assist  in  gfttingwi^ 
tracts  for  ^  The  Downey  Shipbuilding  Co.  or  the  ProridflwM*^ 
gineerinp  Co.  i  '  W^ 

Mr.  Sands.  For  the  Downey  Shipbuilding  Co.  w"^ 

Mr.  Kellky.  Are  you  sure?  |  j 

k> 

Vr 
I- 
I 


Mr.  Sands.  I  thought  so;  that  is  the  one;  I  thought  I  gottheeol• 
tra<l  for  the  Downey  Shipbuilding  Co.  The  enj^neering  trnftf 
only  manufactured  the  engines,  and  was  a  subsidiary  of  theDonr 
Shipbuilding  Co. 

Mr.  Kellky.  Did  the  officials  of  the  Shipping  Board  write  torn 
relative  to  the  financial  standing  of  this  company? 

Mr.  Sands.  I  do  not  remember. 

Mr.  Keij.ky.  You  did  not  know  an3rthing  at  all,  really, about* 
Providence  Enginwring  Co.  ^ 

Mr.  Sands.  Nothing  except  it  was  one  of  the  subsidiaries  of  i 
Downcv  Shipbuilding  Co. 

Mr.  IvELLKY.  Vou  wrote  the  Shipping  Board  to  this  effect,^ J* 
"  Will  state  for  investigation  we  are  willing  to  extend  a  line  of  c* 
of  $1(K),()()<)  to  $12:),0(K)  to  this  concern  to  aid  them  in  their  coutt*' 
with  the  P^niergency  Heet  Corporation  for  the  construction  of  W* 
lM)ats."  Did  you  write  that  letter  to  the  Emergency  Fleet  CorP*' 
tion  with  relation  to  the  Providence  Engineering  Co.? 

Mr.  Sands.  T  think  I  likely  did,  but  I  was  under  the  imp 
it  was  for  the  Downey  Shipbuilding  Co.  .    ^ 

Mr.  Kkllky.  You  reallv  were  not  willing  to  extend  them  a  ^^ 
credit  for  $I()(),()00,  were  you? 

Mr.  Sands.  To  the  Providence  Engineering  Co.? 

Mr.  Keli^ky.  Yes. 

Mr.  Sands.  Well,  I  was,  under  the  circumstances. 

Mr.  Kkllky.  a  line  of  credit  which  they  could  not  use? 

Mr.  Sands.  Yes. 

Mr.  Kkllky.  Do  you  think  that  was  deceptive? 

Mr.  Sands.  In  a  way,  I  should  say  it  was.  ^ 

Mr.  Kellky.  That  was  a  sort  of  fraud  on  the  Shipping  ^^^^ 
they  acted  on  that  letter,  you,  the  vic«  president  of  the  Comn""^ 
Xatioiial  I^ank.  stating  that  "'we  are  willing  to  extend  a  1 
credit  of  $10(M)0()." 

Mr.  Sands.  Yes,  sir. 

Mr.  Kellky.  Whereas  you  were  not  willing  to  do  anything  ^^ 
kind,  except  as  it  were  put  in  a  fund  which  they  could  not  use^^ 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  But,  still,  it  was  a  part  of  the  general  plan  in 
ing  this  corporation  in  getting  contracts? 

Mr.  Sands.  I  considered  the  Providence  Engineering  Co.  the 
as  Downey. 

Mr.  Keij.ey.  I  say,  it  was  a  part  of  the  general  plan  in 
the  engineering  company  in  getting  these  contracts  f 

Mr.  Sands.  Yes,  sir.  But  I  always  considered  the  Provi 
ii^ngineering  Co  as  the  Downey  Shipbuilding  Co. 

Mr.  Kklij=:y.  You  are  business  man  enough  to  know  that 
poration  stands  on  its  own  feet? 

Mr.  Sands.  Yes,  sir.     I  thought  they  were  entitled  to  thi 
standing  that  the  Downey  Shipbuilding  was. 
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Sffr.  Kellbt.  I  say,  you  are  enough  of  a  business  man  to  know  that 
mt  would  not  necessarily  follow  at  all  t 

lifr.  SA^n)8.  No — ^I  thought  that  the  Downey  Shipbuilding  Co.  was 
e  Sftine,  really,  as  the  Providence  Engineering  Co. 
Mr.  Keujst.  But  their  assets  might  be  entirely  different  ? 
J./  Mr.  Sands.  Yes,  sir. 

A^lJkfr.  Kelley.  You  sav  that  you  have  paid  Mr.  Boiling  about 
IBOiXX)  altogether  for  a  house? 
u  w.  Sands.  Oh.  yes. 
ir:>^  ?#  '  ^^^^-i^Y-  H.OW  far  back  would  that  transaction  go? 

^    ?r'  ^-^^'^-  I  would  like  to  say  it  may  be  a  little  less  than  $20,000. 
•    Mr.  Keixet.  Bound  about  that  ? 
>^  *;    V    ^^^'>8-  Yes— that  was  in  1916. 

U    ^^iXEY;  When  did  you  make  the  last  payment  on  the  house  ? 
^^^*  h^*  Sands.  It  was  some  time  during  the  year  1916,  the  latter  part 
'  w^«  y^^i\  I  think.    Just  as  he  built  it  I  got  into  tne  house  in  the 
M  ^'i^  ^  nnished  paying  him  then. 
^§^'  r^^^^'  I^iu  yo^  take  up  with  him  at  some  time  the  question 
«"J™^hing  some  equipment  or  supplies  for  the  Downey  people? 

; -'^r-    J|  •  ^^ixjEY.  Did  you  get  some  commission  for  obtaining  supplies? 
'  /     2^'  Sant>8.  I  do  not  remember  it. 

^  ^ittm  ^  *    ^^^'^^^  ^o  you  remember  telling  him  that  his  share  of  that 
•  r'TS^^'^^^  ^^  *  certain  amount  ? 
~  -^^  ^'  ^-^^^DH.  I  do  not  remember  that  at  all :  I  do  not  remember  that 

■  .^.1.,     ^*ir-a.EY.  Do  you  remember  telling  him  that  he  did  not  make 

P'^^^  onthehoiise? 

^r.  ^3srD8.  I  do  not  recall  it. 

T^/'  ^*^i.EY.  You  do  not  remember  that  at  all  ? 
%nv  ^    ^  ^i>8.  No,  sir ;  because  I  would  not  know  whether  he  made 

wP'*^^   on  the  house;  I  should  think  he  would  have  made  a  profit. 
^      K'  ^^x^LEY.  The  house  transaction  was  entirely  closed  at  this 

Ti/*  ^^^M.  Oh,  yes;  yes,  sir. 

r,  ^^ix^x^Y.  So  if  you  paid  him  any  money  at  this  time  in  19 

^r.  ^isrijg  (interposing).  18. 

•  ^^x^LEY.  1918  or  1919 — it  was  out  of  the  proceeds  of  one  or 
TU^  ^£  t.Hese  notes? 

m'"'  k-'^^^s-  Yesj  sir. 

-m|-'*'  ^*^i^LEY.  Is  the  house  transaction  entirely  closed  now? 

Xf   '  T^^^^.  With  the  exception  of  the  $900  note  which  I  still  owe. 

^^'  ^^ujrr.  When  was  that  due? 

Mr.  ^\>j,>j,   J  think  it  was  due  the  15th  of  December. 

xJl*  ^*^i^T.  This  year? 

Mr  fe-'^^'^s-  Yes,  sir. 

«  '  ^*^i-LEY.  How  long  have  you  known  Mr.  Sisler? 
*!.    *  ;   ^^Kd8.  I  think  I  met  him  in  the  early  part  of  1918;  I  think 

Mr  IC^''^*  the  time. 

-a ^  '  ^*^i^LEY.  How  did  you  happen  to  meet  him? 
Mr  ^^^^«-  I  met  him  through  Mr.  Boiling, 
-f  lOia^^^'"*^*  ^^'  ^^IJi^g  introduced  you  to  him  in  the  early  part 
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Mr.  Sani>s.  I  think  so.  I  was  under  the  impression  it  was  ]K^ 
but  since  those  notes  were  brought  to  my  attention — it  was  the  eiA 
part  of  1918. 

Mr.  Kkij^ey.  When  did  your  {personal  transactions  with  theSU^ 
ping  Board  begin,  1917  or  1918? 

Mr.  Sands.  1918. 

Mr.  Keli^et.  You  did  not  organize  this  company  down  at  Qatntb 
until  1918? 

Mr.  Sands.  No  ;  that  company  was  ormnized  in  1917,  but  I U 
no  personal  dealings  with  the  dipping  Board  then.  I  was  siin|ir 
the  treasurer;  I  was  simply  treasurer  and  I  had  no  dealings  in 
them  any  more  than  just  to  act  as  treasurer  for  the  company  andttl 


them  in  every  way  I  could. 
Mr.  Keli^y.  ^o 


lOw,  on  the  house — ^the  payments  that  you  mideti 
Mr.  Boiling,  how  were  they  made  on  the  nouset 

Mr.  Sands.  Well,  I  think  I  paid  him  for  the  lot  in  cash  $8^001 

Mr.  Keijjry.  You  mean  in  cash  or  by  check? 

Mr.  Sands.  Oh,  check;  yes. 

Mr.  Kelley.  Did  you  pay  him  any  monejr  ? 

Mr.  Sands.  I  do  not  recall  ever  paying  him  >any  cash  money. 

Mr.  Keli^ey.  You  do  not  recall  paying  any  money  on  the  boos 
at  nil  ? 

Mr.  Sands.  No  cash  money. 

Mr.  Kelley.  No  cash? 

Mr.  Sands.  I  do  not  recall  ever  paying  any  cash  money. 

Mr.  Keli.ey.  As  to  the  payment  of  the  proceeds  of  these  notor 
how  was  the  division  of  the  proceeds  of  these  notes  paid? 

Mr.  Sands.  I  paid  all  my  transactions  by  check.    I  do  not  rmat 
ber  paying  any  cash  at  all. 

Mr.  Keij.ey.  You  mean  that  the  proceeds  of  these  notes  was  &• 
vided  by  checks? 

Mr.  Sands.  AVell,  there  never  was  any  actual  division,  don't  j« 
see? 

Mr.  Kelley.  It  was  paid  in  checks? 

Mr.  Sands.  But  there  were  advances. 

Mr.  Kelij5y.  It  was  against  these  fees.  * 

Mr.  Sands.  Yes. 

Mr.  Kelley.  And  that  was  always  paid  by  checks. 

Mr.  Sands.  And  that  was  always  paid  by  chedcs.    I  do  not  tlunk 
I  ever  paid  any  cash,  because  I  rarely  ever  do  that — I  do  not  thinkft 

Mr.  Kelley.  You  do  not  remember  ever  having  paid  him  iij 
money  at  all? 

Mr.  Sands.  I  do  not  remember  ever  paying  him  any  cash  moDQ 
at  all. 

Mr.  Kelley.  Did  you  ever  give  him  a  note  for  the  house  tnnS' 
action? 

Mr.  Sands.  I  gave  him  this  note  which  I  mentioned,  of  $4jOM! 
that  is  all. 

Mr.  Kelley.  I  thought  that  was  with  relation  to  this. 

Mr.  Sands.  I  thought  you  asked  me  about  the  house. 

Mr.  Kelley.  I  saia,  exclusive  of  the  house. 

Mr.  Sands.  I  do  not  remember  giving  him  any — ^we  had  had  hp 
ness  transactions  running  back  into  1913  and  1914.  We  had  cansi 
erable  transactions.    I  had  some  moive^  at,  on^^on^ 
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r.  Kelley.  You  had  what? 

r.  Sands.  I  had  some  money  at  one  time,  and  we  had  consider- 
—  transactions,  and  I  possibly  might  have  loaned  him  some  money 
t^  notes ;  I  can  not  remember,  oecause  I  was  very  friendly  with  my 
liends — I  was  rather  free  with  my  money. 

^Sdr.  Kelley.  Have  you  had  any  business  transactions  since  1916 
csept  the  house  and  this  Downey  transaction  ? 
Hdr.  Sands.  I  do  not  recall  any. 

3M!r.  Kelley.  So  that  all  payments  made  to  him  since  1916 — what 
iAe  would  you  say  in  1916  that  you  bought  the  house? 
IMr.  Sands.  It  was  in  the  fall  of  the  year,  about  September. 
3d!r.  Kelley.  Since  September,  1916? 
IMr.  Sands.  About  September,  1916. 

jMr.  Kelley.  AH  payments  made  since  September,  1916,  either  in 
or  cash  or  notes  would  be  either  on  the  nouse  or  on  the  Downey 


Mr.  Sands.  Yes,  sir;  that  is  my  recollection  of  it.  We  had  other 
r^UDsactions.  I  do  not  remembJer  whether — I  helped  him  in  his 
*^'X>kerage  concern,  you  know.    I  do  not  remember  what  date  that 


Air.  Kelley.  Mr.  Boiling  was  in  the  brokerage  business  before  he 
''^nt  with  the  Shipping  Board,  was  he  not  ? 
IMr.  Sands.  Yes,  sir. 
Mr.  Kelley.  Not  afterwards? 
Air.  Sands.  No. 

Air.  Kelley.  Do  you  know  when  he  went  with  the  Shipping  Board ! 
Air.  Sajjds.  I  think  he  must  have  gone  there  about  the  spring  of 


Air.  Kelley.  Almost  immediately  when  we  got  into  the  war? 

Air.  Sands.  I  think  so ;  I  could  not  say  about  that,  but  that  is  my 
^<^llection. 
,    Air.  Kelley.  Then  he  retired  from  his  brokerage  company  at  that 

■JOcie? 

Af r.  Sands.  He  had  retired  from  the  brokerage  company  early  in 
t^e  year. 

Arfr.  Kelley.  Earlier  in  1917? 

Air.  Sands.  Yes,  sir. 

Air.  Kelley.  So  you  did  not  assist  him  any  in  the  brokerage  busi- 
after  he  retired  from  the  concern  ? 

Air.  Sands.  No,  sir. 

Air.  Kelley.  So  that  none  of  the  transactions  which  might  appear 
.ween  you  and  him  after  1917 — April — would  be  about  the  bro- 
^*^irage  transactions? 

Air.  Sands.  No,  sir. 

Air.  Kelley.  Would  not  be  loans  for  taking  care  of  the  brokerage 
^^isiness  in  any  way? 

Air.  Sands.  No,  sir. 

Air.  Kelley.  As  you  cashed  these  notes,  did  you  carry  the  proceeds 
^   a  special  account  in  some  bank? 

Air.  Sands.  No,  sir. 

Air.  Kelley.   lou  put  it  into  your  general  account? 

Air.  Sands.  Yes,  sir. 

Air.  Kelley.  And  where  did  you  carry  that? 
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Mr.  Sands.  I  think  I  carried  most  of  my  accounts  in  theTikn 
Bank.     You  see,  I  got  out  of  the  Commercial  Bank  in  Septank    i 
1918;  I  carried  very  little  of  my  account  there  after  that,8ndlhpl    k 
all  my  accounts  in  the  Takoma  Park  Bank,  I  think. 

Mr.  Kelley.  Then,  any  checks  you  mav  have  given  Sislcr,BolliBj, 
or  Cranor,  would  be  put  in  the  Takoma  iPark  Bankt 

Mr.  Sands.  Yes,  sir. 

Mr.  Keixey.  Mr.  Sisler  received  his  full  share? 

Mr.  Sands.  Yes,  sir. 

Mr.  Keli.ey.  And  that  you  paid  with  check! 

Mr.  Sands.  I  think  I  paid  it  all  in  checks;  yes,  sir. 

Mr.  Keixey.  On  the  Takoma  Park  Bank? 

Mr.  Sands.  Well,  I  should  thing  so. 

Mr.  Keij.ey.  Were  you  doing  business — did  you  have  depofltBii 
any  other  banks  at  that  time? 

Mr.  Sands.  Yes,  sir.     I  had 

Mr.  Kelley  (interposing).  Checking  deposits? 

Mr.  Sands.  I  had  an  account  with  the  Franklin  National  Bmt 

Mr.  Keij^y.  You  had  a  checking  account  there? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  It  might  have  been 

Mr.  Sands.  It  might  possibly  have  been  on  that. 

Mr.  Kelley.  On  the  Franklin  National  Bank? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Then  these  checks  given  to  these  three  menrJfc' 
liollintf,  Mr.  Oanor,  and  Mr.  Sisler — ^were  either  on  the  Takooi 
Park  Bank  or  the  Franklin  National  Bank? 

Mr.  Sands.  Yes,  sir ;  from  that  date — from  about  1918. 

Mr.  Kelley.  From  April,  1918? 

Mr.  Sands.  No,  not  April,  1918;  September,  1918. 

Mr.  Kelij':y.  September,  1918? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  How  about  the  note  that  was  paid  in  June,  \S& 
You  think  that  was  the  first  one? 

Mr.  Sands.  June,  1918 — I  think — well,  I  was  under  the  impi* 
sion  in  my  last  testimony  that  the  notes  were  dated  in  May,  iM 
April,  1917,  but  it  has  been  brought  out  here  that  it  was  May,  WW 

Mr.  Kelley.  And  for  how  long  a  time  was  the  first  note  given! 

Mr.  Sands.  Six  months. 

Mr.  Kelley.  So  it  was  not  paid  until  you  were  a  customer  of  tli 
Takoma  Bank? 

Mr.  Sands.  It  was  paid  about  the  15th  of  September,  I  think. 

Mr.  Kelley.  And  at  that  time  you  had  no  deposits  at  any  pte 
except  the  Takoma  Bank  and  the  Franklin  National  Bulk? 

Mr.  Sands.  I  had  the  Commercial  then. 

Mr.  Kelley.  I  am  not  talking 

Mr.  Sands  (interposing).  Yes,  sir;  i  had  checking  acoountBUiv 
three  of  those. 

Mr.  Kelley.  At  the  Commercial,  too? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Then  it  might  happen  that  it  was  by  a  check  on  v 
Commercial 


Mr.  Sands.  Yes,  sir — up  until 
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ET  (interposing).  Wait  until  I  finish  the  question.    Then 

v^e  been  that  a  check  on  the  Commercial  might  have  been 

payment  of  these  Downey  transactions? 

8.  Yes,  sir. 

£Y.  Let  us  get  all  that  straight.    You  had  checking  ac- 

ree  banks  at  the  time  this  first  note  was  cashed  ? 

s.  Yes,  sir. 

EY.  Commercial  National 

s  (interposing).  The  Franklin. 

.EY.  The  Franklin  National  and  the  Takoma  Park? 

s.  Yes,  sir. 

EY.  And  you  paid  these  men  in  checks? 

8.  Yes,  sir. 

EY.  And  those  checks  would  be  upon  one  or  the  other  of 

banks? 

s.  Yes,  sir. 

EY.  Now,  that  is  the  fact,  is  it? 

s.  That  is  the  fact,  as  I  remember  it.    I  do  not  remember 

cash  at  all ;  I  do  not  remember  that  at  all. 

EY.  Now,  at  the  time  that  Mr.  Downey  had  handed  you 

he  insisted,  then,  did  he,  that  the  reason  assigned  for  the 

I  be  given  as  you  have  stated  here? 

s.  Yes,  .sir. 

EY.  For  the  service  rendered  in  connection  with  getting 

n  of  $100,000. 

8.  Of  financing 

EY  (interposing).  And  financing? 

s.  Of  financing. 

EY.  His  two  companies? 

8.  Well,  only  one  company. 

JCY.  You  never  did  agree  to  finance  either  one  of  them, 

s.  No — no,  I  did  not  agree  to  finance  them. 
EY.  What  was  the  largest  credit  that  you  ever  agreed  to 
Downey  or  his  company  ? 

8.  I  did  not  agree  to  furnish  him  any  amount  myself ;  it 
that  purpose. 
^Y.   1  ou  took  it  up  with  the  credit  committee  of  your 

8.  Yes ;  and  they  allowed  him  the  $100,000. 

EY.  And  they  allowed  him  a  credit  of  $100,000? 

8.  Yes,  sir. 

EY.  Was  that  before  or  after  he  gave  you  the  notes  ? 

8.  He  did  not  borrow  any  money  for  some  time,  so  it  must 

fter  that,  because  he  did  not  borrow  any  money — he  had 

r  placed  on  deposit,  $100,000.    I  do  not  remember  when 

1  the  money. 

EY.  Then  he  gave  you  these  notes  a  long  time  before  any 

t  was  made  at  the  bank  for  this  $100,000  credit. 

8.  Yes,  sir. 

EY.  You  are  certain  about  that,  are  you? 

)s.  Yes:  I  am  sure  that  he  gave  the  notes  in  advance, 

lid  not  borrow  for  some  time. 


\ 


i 
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Mr.  Kelley.  These  notes  were  given  in  May,  1918.   When  do 
sav  the  bank  gave  him  this  credit  of  $100,000?* 

^Ir.  Saxds.  I  think  it  must  have  been  in  July,  or  something  of  di 
kind — June  or  July. 

Mr.  Keixey.  You  swear  to  that  positively  ? 

Mr.  Saxds.  I  can  not  swear  to  that  positively,  but  that  is  my  peci 
lection.    I  can  not  say  as  to  a  date,  because  I  have  not  got  the 
but  it  was  made  afterwards:  the  arrangement  with  the  bankn 
made  afterwards. 

Mr.  Keij^y.  You  are  certain  it  was  afterwards? 

Mr.  Saxds.  Yes,  sir. 

Mr.  Keixey.  You  swear  to  that  fact  positively? 

Mr.  Saxds.  Yes,  sir. 

Mr.  Keixey.  And  it  was  not  the  same  general  transaction:  th* 
was  some  interval  of  time  elapsing  between  the  giving  of  these nw 
and  the  credit  arrangement  at  the  bank? 

Mr.  Sands.  Yes,  sir.  . 

Mr.  Kelley.  Was  this  credit  at  the  bank  arranged  purelTW 
strengthening  Mr.  Downey  with  the  Shipping  Board? 

Mr.  Saxds.  Well,  I  suppose  so,  because  he  did  not  intend* 
use  it — in  fact,  when  it  was  first  talked  of  with  him  he  T^as  pi>l 
to  give  us  a  very  substantial  account. 

ilr.  Kelley.  What  induced  the  bank — ^that  is'  what  I  ana  g«*&l 
at — to  give  him  this  $100,0(X)  credit  which  he  could  not  use? 

Mr.  Saxds.  Well,  they  may  have  subsequently  agreed  tokt^, 
check  on  it:  and  they  were  so  pleased  with  the  business,  theyW 
$100.0<K}  on  deposits:  the  man  carried  a  very  good  account,  iri^ 
thought  well  of  him.  and  I  think  the  other  people  did,  too;  it^ 
a  very  good  account  for  Washington. 

Mr.  Keijxy.  He  did  not  have  any  deposit  with  the  baak  at  4 
time  this  $1(X),000  was  arranged  ? 

Mr.  Saxds.  Yes,  sir. 

Mr.  Kelley.  How  much  did  he  have  there  then? 

Mr.  Saxos.  I  think  he  must  have  had  $50,000  there  then:  I  c 
not  sav  how  much :  he  had  possiblv  $50,000  there  of  his  origii 
$100,000. 

Mr.  Keixey.  That  was  funds  he  had  deposited  on  his  initial  p 
ment  on  the  contract,  was  it  not? 

Mr.  Saxds.  I  can  not  sav:  I  think  verv  likely,  because  the  adva 
was  made  to  him:  I  think  very  likely;  I  do  not  know. 

Mr.  Kelley.  That  was  a  checking  account  which  might  disapj 
in  a  dav  ? 

Mr.  i^AXDs.  Yes,  sir:  but  he  had  run  an  account  there  one  or 
months  with  a  very  substantial  balance. 

Mr.  Keixey.  Was  it  usual  for  shipbuilding  companies  to  run 
counts  in  Washington  banks? 

Mr.  Saxds.  Well 

Mr.  Kelley  (interposing).  Shipbuilding  companies  located 
New  York  and  New  England  ? 

Mr.  Saxds.  Xo — well,  we  had  some  shipping  accounts;  we 
one  or  two  shipping  accounts.  They  had  had  extra  funds,  and 
money  there  with  us. 

Mr.  Keixey.  Where  are  vour  canceled  checks,  Mr.  Sands? 
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'.  Sands.  I  think  I  have  them  available  in  Washington.     I 
not  brought  my  things  here.    I  think  I  can  get  them. 
5ff  :^fc.  Kelley.  You  could  get  all  the  canceled  checks? 
'Mr.  Sands.  I  think  so;  I  have  not  destroyed  any  of  them,  and  I 
Mpnld  say  so. 

.  Kelley.  You  could  get  all  the  canceled  checks  having  any- 
;  to  do  with  the  disposition  of  the  proceeds  of  these  notes  ?^ 
.  Sands.  I  think  so. 
^^'  Kelley.  Will  you  furnish  those,  Mr.  Sands,  to  the  committee? 
^r.  Sands.  It  may  take  me  a  little  time ;  that  is  all. 
:Mr.  Kelley.  Yes ;  we  will  give  you  time. 
,  ^r.  Sands.  Yes,  sir. 

i  ^^*  ^^*^^"^Y.  Where  do  you  keep  your  papers  in  Washington? 
\'\^Z'  ^^^^^*  ^  ^^^^  them  in  my  office  there ;  I  live  in  New  York  City ; 
'  llr  ^^^^  ^^  Washington,  and  I  never  had  them  shipped  here. 

iJ^'  ^Ei-LEY.  You  still  hold  your  office  in  Washington  ? 
..^.  jj^-  Sands.  No;  I  am  focated  here  now. 
•    iJ^*  Kelley.  I  know,  but  you  have  a  room  there,  have  you? 
2^-  Sands.  What  is  that? 
rfJJ^'  Kelley.  You  have  a  room? 

I  I*  Sands.  Well,  I  had  an  office  there  in  the  Evans  Building,  and 
fcfc.  ^m;  my  papers  there,  and  I  communicated  with  the  manager  of 
I5J^  office — that  is,  the  party  I  had  with  me  in  the  office,  and  he  said 
III  w^^  bundled  up  my  papers  all  together  there,  and  he  wanted 
^^iJ^ow  what  I  wanted  done  with  them,  very  recently. 
IgJ^r.  Kelley.  They  are  still  there  in  the  office  which  you  formerly 
r^pied? 

^r.  SANbs.  Yes,  sir. 
v^-^tfr.  Kelley.  In  thinking  over  my  former  question,  as  to  whether 
ij^  Hot  these  notes  were  sent  to  you  by  mail  or  handed  to  you  per- 
C^^ally  by  Downey,  have  you  any  better  recollection  now  than  you 
^^d  awhile  ago  ? 

Mr.  Sands.  No,  sir ;  I  have  not. 
The  Chairman.  Do  you  know  a  Mr.  Robertson? 
Mr.  Sands.  Yes,  sir. 
I      The  Chairman.  Did  vou  ever  have  any  business  dealings  with 
^Mm? 

Mr.  Sands.  Yes,  sir. 
The  Chairman.  Who  is  he? 

Mr.  Sands.  Well,  Robertson  was  formerly  a  clerk  in  the  bank  and 
^ent  into  the  brokerage  business  with  Boiling. 

The  Chairman.  Went  into  the  brokerage  business  with  Mr.  Boll- 

biff? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  When? 

Mr.  Sands.  I  think  it  was  1916. 

The  Chairman.  Are  you  connected  with  that  firm  ? 

Mr.  Sands.  No,  sir. 

The  Chairman.  Have  you  ever  had  anything  at  all  to  do  with  it? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  What  did  you  have  to  do  with  it? 

Mr.  Sands.  I  furnished  some  money  to  them. 

The  Chairman.  You  furnished  the  money? 
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Mr.  Sands.  Yes,  sir. 

The  Chairman.  What  was  the  firm  name? 

Mr.  Sands.  F.  H.  Connolly  &  Co. 

The  Chairman.  F.  H.  Connolly? 

Mr.  Sands.  C-o-n-n-o-l-l-y. 

The  Chairman.  Was  he  a  member  of  it,  too  ? 

Mr^ Sands.  Yes,  sir;  all  three  of  them. 

The  Chairman.  Was  he  a  Washington  man  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Well,  did  that  firm  sell  out,  close  out  its  business! 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Who  took  over  its  assets? 

Mr.  Sands.  They  liquidated — they  liquidated  their  assets  and  paid 
out  and  went  out  of  business. 

The  Chairman.  What  was  the  occasion  of  their  doing  that? 

Mr.  Sands.  They  were  connected  with  the  "  leak,"  and  it  hurt  their 
business,  so  they  went  out  of  business. 

The  Chairman.  Connected  with  the  leak? 

Mr.  Sant)S.  Yes,  sir. 

The  Chairman.  W^hat  leak? 

Mr.  Sands.  I  thought  everybody  had  heard  of  the  "  leak."  It  was 
some  leak 

The  Chairman  (interposing).  This  committee  has  heard  of  some 
leaks  on  ships.     [Laughter.] 

Mr.  Sands.  They  were  under  investigation  at  the  time.  There  was 
something  coming  out  from  the  White  House  called  the  "  leak."  It 
was  a  very  famous  leak. 

The  Chairman.  You  mean  the  Lawson  leak  investigation? 

Mr.  Sands.  I  do  not  remember  the  Lawson — may  have  been  Lawson 
leak  investigation;  I  do  not  remember. 

The  Chairman.  You  mean  the  investigation  had  by  a  committee 
of  Congress  as  to  advance  information 

Mr.  Sa^tds.  Yes,  sir ;  that  is  it. 

The  Chairman  (continuing).  Alleged  to  have  come  from  high 
official  sources. 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  the  concern  ri 
that  time  ? 

Mr.  Sands.  Only  in  the  fact  that  I  loaned  them  some  money  to  en- 
able them  to  start  the  stock  exchange  business;  that  is  all. 

The  Chairman.  You  loaned  them  some  money  in  order  to  enabk 
them  to  start  that  stock  exchange  business? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  tliev  <rive  von  a  note? 

ilr.  Sands.  Yes.  sir. 

The  Chairman.  And  did  they  ever  pay  it? 

Mr.  Sands.  They  owe  me  a  balance  now. 

The  Chairman.  That  firm  owes  vou  a  balance  now? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  How  much? 

Mr.  Sands.  About,  let  me  see,  I  think  it  is  about — the  balance  dw 
me  is  alxnit  $12,000  or  $15,000. 

The  Chairman.  How  many  members  were  there  in  that  firm? 
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T.  Sands.  There  were  three  members — Connolly,  Robertson,  and 

lin<r. 

he   Chairman.  And  those  three  men,  you  say,  still  owe  you 

()()()  or  $15,000? 

.r.  Sands.  Mr.  Boiling  does  not  owe  me.    Mr.  Boiling  withdrew 

lediately  after  this  investigation,  and  I  kept  the  obligation  of 

concern — of  the  remaining  part  of  the  concern. 

he  Chairman.  You  released  him  from  any  obligation  on  the 

of  the  firm  liability  to  you? 
T.  Sands.  Yes,  sir. 

he  Chairman.  Did  you  act  in  any  capacity  for  that  firm  prior  to 
liquidating? 

r.  Sands.  No;  I  only  furnished  them  money;  that  is  all. 
he  Chairman.  Was  it  a  partnership  or  a  corporation? 
r.  Sands.  A  partnership. 

he   Chairman.  And  you   did  not   participate  in   directing  its 
irs? 

r.  Sands.  Not  in  the  least  bit;  I  had  nothing  to  do  with  it. 
he  Chairman.  Or  share  in  its  proceeds? 
T.  Sands.  Not  in  the  least;  I  had  no  interest  in  it  whatever, 
he  Chairman.  Or  participate  in  any  losses? 
r.  Sands^  No,  sir. 

he  Chairman.  Have  you  talked  with  anvbody  since  Saturday  last 
n  you  testified,  on  the  long  distance  telephone,  as  to  your  testi- 
ly before  this  committee? 
r.  Sands.  No,  sir. 

he  Chairman.  Sure  of  that,  are  you? 
r.  Sands.  I  do  not  think  anyone  has  called  me  up.    I  have  not 

ived 

he  Chairman.  Have  you  called  anybody  up? 

r.  Sands.  No,  sir. 

he  Chairman.  This  contract  with  the  Downey  concern,  or  the 

^ndence  Engineering  Co.,  appears  to  have  been  dated,  according 

copy  the  committee  has  here,  the  14th  day  of  March,  1918,  for 
cean-going  steel  tugboats  complete,  at  a  price  of  $285,000  for  each, 
you  know  whether  or  not  that  was  the  contract  which  you  say 
assisted  in  securing? 

r.  Sands.  I  could  not  say,  I  have  not  seen  the  contract,  but  I 
k  that  is. 

he  Chairman.  March  14,  1918;  you  think  that  is  it? 
r.  Sands.  I  think  so. 
le  Chairman.  For  10  tugboats  ? 
r.  Sands.  Yes,  sir. 

lie  Chairman.  There  was  a  contract  made  on  July  3, 1917,  for  10 
o  carrying  steel  ships  at  $155  per  dead- weight  ton  for  each  of 
aid  ships.  Did  you  ever  hear  of  any  such  contract  as  that? 
r.  Sands.  T  do  not  remember  hearing  of  it;  no,  sir. 
le  Chairman.  Then  if  the  contract  of  March  14,  1918.  with  the 
ridence  Engineering  Co.,  for  10  steel  ocean-going  tugs,  is  the  one 
'hich  your  services  were  secured,  as  you  have  related  here,  the 

ney  company  had  already  a  contract  for  10  cargo  ships,  did  they 

r.  Sands.  Well,  you  have  said  so;  yes,  sir,  T  have  no  doubt  it  is 
nit  I  did  not  know  it. 
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The  Chairman.  Well,  assuminfi:  these  to  he  actual  copies  of  the 
contracts  in  existence  ? 

Mr.  Sands.  Yes,  sir. 

The  Chairman.  Did  you  know  at  that  time  that  the  Downey  com- 
panv  had  a  contract? 

Mr.  Sands.  I  think  so,  but  I  do  not  remember  now ;  I  think  so. 

The  CiiAiiiMAN.  Did  you  ever  have  any  transactions  with  the 
Downey  Shipbuilding  Corporation  about  getting  some  bendmg  rolt 
from  the  Fleet  Corporation  ? 

Mr.  Sands.  I  do  not  recall  it.  Would  you  excuse  me  just  a  mo- 
ment i 

(A  short  recess  was  taken.) 

The  Chairman.  Well,  if  the  contract  was  signed  on  the  14th  of 
March,  1918,  w^th  the  Providence  Engineering  Corooration,  a  corpo- 
ration organized  under  the  laws  of  the  State  of  Rhode  Island,  (or 
10  ocean-going  steel  tugboats  complete,  and  these  notes  were  ^m 
you,  either  handed  to  you  or  mailed  to  you  by  Mr.  Downey,  they 
w^ere  given  the  following  dav,  were  they  not,  March  15,  1918? 

Mr.  Sands.  Well,  my  recollection  of  that  fact  is  that  the  notes  wen 
not  delivered  until  some  time  afterwards. 

The  Chairman.  But  they  were  all  dated  the  day  after? 

Mr.  Sands.  They  were  dated ;  yes,  sir. 

The  Chairman.  March  15, 1918. 

Mr.  Sands.  Yes,  sir.  That  is  my  recollection,  because  we  (M 
everything  we  could  for  him,  without  any  reference  to  what  be 
would  pay  or  how  much  or  how  he  would  pay  it. 

The  Chahiman.  And  the  credit  of  $100,000  which  was  establidied 
at  the  Commercial  National  Bank,  which  was  put  on  their  books, 
was  not  established  until  July  of  1918,  according  to  your  ^ecolle^ 
tion  ? 

Mr.  Sands.  That  is  right;  yes,  sir. 

The  Chairman.  But  vou  are  positive  it  was  not  established  is 
March,  1918? 

Mr.  Sands.  Yes,  sir.    No,  they  never  borrowed  anything  then. 

The  Chairman.  I  was  asking  you  if  you  had  any  dealings  with  tht 
Downey  company  with  reference  to  securing  some  bending  rolls  to 
them  from  the  Fleet  Corporation  ? 

Mr.  Sands.  Well,  I  don't  remember  that,  but  I  have  this  recoUef- 
tion,  since  you  mention  it,  because  it  has  been  some  years,  you  under- 
stand; that  Mr.  Cranor  said  that  he  was  trying  to  get  some  bendinf 
rolls  for  the  Downey  Shipbuilding  Co. ;  I  do  remember  that  now,  am 
he  got  his  friends  down  in  the  Snipping  Board,  I  do  not  know  wb 
it  was,  to  send  some  to  Downey  because  they  needed  them  in  buildin 
ships.    I  remember  that  now,  but  I  had  forgotten  it. 

The  Chairman.  Well,  did  he  ask  you  to  help  in  any  way  in  gettinjj 
them  ? 

Mr.  Sands.  No,  he  did  not  ask  me  to  help  any,  because  I  didw^j 
know  anybody,  but  I  had  alread}'^  introduced  liim  to  the  Shippafj 
Board  people. 

The  Chairman.  Mr.  Boiling  and  Mr.  Sisler? 

Mr.  Sands.  I  introduced  Mr.  Cranor  to  them,  but  I  did  not  re- 
member that  transaction  at  all. 

The  Chairman.  Did  you  ever  receive  any  payment  or  fee  fr«ntb 
Downey  Shipbuilding  Corporation,  Mr,   Wallace  Downey,  or  ^] 
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(^tj  of  iMhlBgton       ) 

:  88. 

Diairict  of  Coluabia   ) 

Tuckor  K.  Bands «  boiag  duly  gvom,  dopoooo  and 

•ay.:  ^^^  ^^^^^'^^'^^^ 

I  rooi^e  at  l^/3f  /fcg^^tntZo  City  ot  J^^^^^L^^ 

C%u»*f^      N'^iP  8tato  of ;  X  •■  Barried 

and  baro  a  faaily  «ho  Uto  with  ■•  at  that  addrooo;  I  aa  ^l^ 

years  of  ags ;  I  ju&  osgaged  \m  f fca  busioots  aa.  JL^^^kt^^  A^t^ 

■▼aao  Building,  WaoMngtoa,  D.  O.fXgoa  ftfiJi/f//  until 
^ijfijh'^^  191f ,     I  was  oonnootod  with  tho  OoHiorcial 

lational  Bank  of  Ikabington,  0*  C«  as  Vi os-'Pr aside nt;  prior 

to  ^f  f  f 19/^,     I  was  on  tans  of  intiaacy  with 

R.  WiSMC/^ollir.R  and       KC4:ffX.  Bislsr,   boto  of  when 

were  connseted  with  ttas  Unitsd  Statss  Shipping  Board,   of 
whioh  Board   ai^*j£l^        Siaisr  was  thsn  Secrstary,  AeftM*^ 
tisisg  <ln  issisigiii  fisaswiwi. 

I  was  then  residing  at  tbs  Mew  Viiiard  Hotel  in  the 
City  of  laehiogton,  and  there  becane  aoqwainted  with  another 
gueet  of  the  houee  named  John  Cran^r;   I  aaen  becsae  iatiaate 
with  Craa#r  and  quite  freely  disoussed  with  hia  ay  relations 
with  Isssrs.  Boiling  aod  Bisler;  eubeequently,  Cran#r  inf onted 
ae  that  hs  was  an  agsnt  for  Wallaos  Downsy,  who  was  then  eeekinig 
a  shipbuilding  eontraot  froa  the  United  Btates  Shipping  Board. 
■r>  Cran^  asksd  as  to  use  ay  influence  and  aoqualntanoe  witb 
■eeere.  Boiling  and  Sieler  to  effeotuate  his  plans,  and  in- 
fofwed  ae  that  there  would  be  a  suitabls  ooEiRiation  paid  as 
for  ay  ssrrioss* 

I  intro^osd  Cranar  to  Sialer  and  Boning  ui4  an 

I  MiJTiS— 20— rr  7 13 
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■(nmnt  au  mt«f««  late  n«rtby  ■«  «•;•  to  n««i*«  t 
at^latlon  tar  our  oorrtMo  la  ^roenirtag  tU  laniai  of  • 
a«nt[»«t  *r  tU  Bblpplng  BokTd  to  QwMr,  nld  a^iMia 
balof  140,000,   u*  MC*  to  bo  dtHMd  aMif  na  le  tt«  loll^ 
lag  aftaMi:     |3G,000  ■»  t«  b«  paid  ta  on*  lot  amC  •qmllf 
dlTlMd  in  auaaof  (6,380  for  Mok  of  tt>    :3ur  Of  u,  Malat, 
Boiling,  Cianar  and  arMlf  1   tbo  rma.lalat  hB.QOO  «M  to  t*  I* 
Crvivr.     Durl.'.i  Ua  naffoclatloM  It,  Doauai  eaa*  nMuatf 
ten  and  "u  ir.tro^ocd  to  :•  Pj  Mr,  Cianvr.     fla  ratifltd  tti 
afnnant  aMrebr  lM,003  c^nponaatlon  ■»■  to  ba  vald.     Ht 
pTO*ld*d  ttaat  luctt  payceTit*  nrc  to  M  aada  bf  MtM  baatlif 
tb*  data  sf  April  It,  IW,  la  aaount*  of  110,000  OKOk  tal 
■■tUTlDC  In  ill  BOBtho,   nine  ■ontli*,   »■!**  sontba  anl  ftlua 
aonth*  r«ap«ctt*eliri  but  Mr.   Eownay  inatattd  tbat  tta  MtntfUt 
(baa*  notea  ahould  tx  aj  aarrlOM  lo  tioearUt 


Ir  purauaaoa  of  th*  stnaral  plaa,  lIOOiOOO  aa*  <*- 
g  ^  poattsd  Or  Mr,  Dawnty  lo  tb*  C^aoroial  litlgnal  ^k,   et  M* 

.^/.f^dt.lA'^  I  aaa  tboo  atli;  ria*-PT<aldoat, 

fU-t 

Aii'Wi/^  "''  '^'>*'  *"'  ^  ^^  '  dlaouaalen  abloh  davalovat 

/itS^  lot"  •  oootToiarar  m  to  tte  bula  9«l  ahlcb  tk«  •W.an  tM 
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vas  Miag  paid*     ffe  desired  that  tbt  oatensible  purpoM 

theraof  ahould  be  ay  ••t^Ig9»  la  proouriag  lor  bin  a  loan  of 

IIOO9OOO,  bvt  I  pointed  out  to  hla  that  I  «aa  an  oftioer  of 

as 
the  bank  and/euoh  oould  reoeive  no  fee  for  euoh  ecrncee. 

I  never  did  agree  that  the  coapeneatioa  or  Boaere  reoeived 

by  ae  froa  Downey  or  hie  oorporatlon  eere  in  any  wiee  the 

reeult  of  ay  efforte  in  procuring  a  loan  frca  ay  bank,  be- 

•auee  the  real  fact  ie  that  the  baeie  for  the  payment  of 

tboee  fees  or  oo^ieelone  repreeented  by  the  140,000  notes 

was  our  ssrrloes  in  procuring  froa  the  Shipping  Board,  through 

■y  eaid  oooneetloaa  tberst  the  contract  with  Downey  or  hie  eoxp»» 

ration* 

Ihe  ooatriiots  aese  awarded  by  the  Shipping  Board  in  due 

tiae  to  tHe  Downey  ftiipbuilding  Corporation,  ae  had  been  etip- 

ulated  by  Downey,  and  thereupon  the  four  notee  which  were  in  ay 

poeeeeeion  ae  Ituetee  for  ue  four  beoaae  Talid  and  negotiable, 

and  eubsequeatly  l.dieco\Bted  one  of  said  notee  for  $10,000 

im  the  Takoaa  Hrk  Bank,  Taicaa,   D.C.,     and  another  of  said 

■etee  in  the  Title  *  Truet  Co.,  ConnelleTille.  Pa.,  and  when 

the  firet  note  dleoounted  with  the  Takoaa  ^rk  Bank  aatured 

it  aaa  paid,  and  thereupon  another  of  the  110,300  notee  «ae 

dleoounted  la  the  eaae  tank,  leaving  one  note  on  ay  handa 

wbioh  waa  never  dleoounted* 

It  had  alwaye  been  uaderetood  by  Mr.  Boiling  and 

aaoag  ua  tbat  Mr.  BolUng  aaa  to  reoeivw  •€, BOO  .froa  the  pro- 

oeede  of  the  dieeouat  of  the  aetea,  but  for  ecae  .^eaeon  he 

beoaae  worried  and  did  aet  aeoept  the  balaaoe  of  the  $6,380 

etill  due;  I  had  in  the  aeaatiaa  advaaoed  to  hia  in  different 

eaae  approziaately  $19800.     These  euas  were  paid  ta  Mr.  Bolliac^ 

aa  nearly  ae  j  oan  reoolleef ,  aa  f oil ova f 
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I  pt^d  Ualar  im  tU*  ami  »ttw  BktWrs  ft  toul  ef  t».a», 
(kit  tf  «ilob,  ta  tb*  tvm  vT  914.000,  ml*  In  ^nmt  of  Ua 
AkT*  of  ft  n^oalM  ftWisUPs  ta  lai.OOO  mid:  b*  m  I 
Mcatkor  tmoItM,  M  U*  bftol*  of  aoft-aird  to  a*  me  too- 
tklMa  M  kU>  ft*  bTOkar'a  eo^tftftlon  In  praour'n;  the  ido  tt 

ft  rtm^tp. 

ftllHH  "li'li  ta  ar.  J-  >■  DoclNBdOTf  of  ■*•  Tort  Clt;,  for 
tk*  mm  afTirOO.OOO;  tM  boftt  ma  ta  6*  dallirarad  ftt  BartiMi. 
Frasoa,  for  tflralgi  ftoootat.  a  1*1  aaa 

tCftufarrad.       I  atlU  Aava  ft  15,000,  m 

•Uak  l900.  k>a  baaa  paid  oa  ftooanat,  but  I  Ba**  M*ai  aadi 
asT  fttt— g»  to  oollaot  tti  rasftlalac  ft.BOO  Moaaaa  I  om- 
alMMl  ttftt  it  •>•  «■!«■  to  hU  «  ftOcouBt  of  tb*  P— Mf 
•^BtaallH-atlll  npald. 

TUB  ftiniftiit  la  fraalj  um  br  aa  altt  tta  OMlta 
ttet  It  Mall  Mt  ba  vaad  tta  wnpftper  pabllofttlas,  bat  bbt 
te  aBtadttWd  to  tb*  Spaaiftl  CaMtWi  of  tba  Houaa  of  Rapn- 
a*atatl*aa  ba»a»d  bf  Co»tr»i»»an  Jsaapb  Klak,  and  1*  maOt 
ftt  tba  raoMat  of  Alfrad  «.  ■oOann  r«pTaa«B»>f  tha  ■•*  Toft 
Uoba,  upoB  bla  atataaaot  tbat  it  ii  daitrad  1b  oansaatla 
ntb  ft  ItbaX  atft  broogbt  ft§ftlBat  tba  neba  by  tba  Deanar 
mpbollOlfti  Carpontles. 

iMfB  10  Bad  aabaenead  bafora  b>  m*  Mr 

•t  IftT.   1W>. 

Ia«ft>r  laWU*  B.  e. 
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LRMAX.  Have  you  something  more,  Mr.  Kelley? 

LEY.  There  are  one  or  two  more  questions  I  have  just 

ou  testified  a  while  ago  that  some  brokerage  firm  owed 
time  they  went  out  of  business,  some — what  was  that, 

>s.  $20,000. 

.EY.  $20,000?  ' 

•8.  Yes. 

.EY.  Was  that  an  incorporation  or  a  partnership? 

>8.  Partnership. 

.EY.  Was  Mr.  Boiling  a  member  of  the  partnership? 

►s.  He  had  been,  but  was  out  of  the  proposition  when  this 

k1. 

.EY.  And  did  you  consider  that  any  part  of  this  $20,000 

Ration  against  Mr.  Boiling? 

s.  Xo,  sir;  I  never  did. 

EY.  None  whatever? 

►s.  I  never  did ;  no,  sir. 

.EY.  Did  you  ever  insist  with  Mr.  Boiling  that  he  owed 

m  that  transaction? 

s.  No,  sir;  I  don't  think  I  ever  mentioned  to  him  that  he 

Althing. 

EY.  AA  hat  ? 

s.  I  don't  think  I  ever  mentioned  that  he  owed  me  any- 

.EY.  Don't  you  recall  the  conversation  in  whrch  you  in- 
^4,000  of  that  old  account  should  be  charged  up  against 

s.  Xo,  sir. 

EY.  Xo  such  c()n\'ersation  ever  took  place  ? 

s.  Xo,  sir. 

EY.   You  haven't  charged  him  up  with  this  $4,000? 

8.  Xo;  I  have  not,  and  I  did  not  consider  that  he  owed 

r  after  he  got  out. 

EY.  He  still  has  a  credit  against  you  of  how  much? 

•s.  Vi'M.  I  should  say  he  would  have  a  credit  of  about 

EY.  About  $4,000  ? 

8  Yes. 

E Y.  A  bout  the  amount  that  these  partners  would  owe  you 

pnid  pro  rata? 

H.  Well,  that  might  be  the  fact. 

EY.  It  would  be  very  close,  wouldn't  it? 

►s.  Y"es;  but  I  never  considered  the  two  together,  yon 

ise,  I  will  toll  you,  Mr.  Boiling  had  had  a  rather  hard 

a  rough  deal,  I  thought,  and  I  had  the  same  security  after 

:  that  I  had  before,  and  T  released  him. 

RY.  Y^ou  released  him  voluntarily,  did  you? 

5.  Y^es,  sir. 

EY.  He  would  have  been  holding,  legally,  under  your  se- 

5».  I  can  not  say  that  he  would,  for  this  reason 

2Y.  You  say  you  let  him  out? 
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Mr.  Sands.  I  had  the  note  of  his  partnership. 

Mr.  Kelley.  And  bein<T  a  partnership,  he  was  I'esponsible^it^vould 
be  held  against  him  ? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kkli.ey.  You  leleased  him  from  that  obligation,  which  vonU 
be  about  $4,000? 

Mr.  Sands.  I  think  so. 

Mr.  Kelley.  Still  vou  insist  that  you  did  not  mention  thattolui 
on  the  division  of  this  $6,250  ? 

Mr.  Sands.  Never,  not  that  I  know ;  no,  I  never  did  mention  it 

Mr.  KEm:Y.  And  yon  didn't  put  it  down  in  your  books? 

Mr.  Sands.  No,  sir;  I  never  mentioned  it  to  him,  because  that^ 
some  years — it  was  nearly  two  years  before,  and  we  had — everythi 
had  been  settled  between  us  before  that. 

Mr.  Kelley.  And  you  felt  that  you  had  the  same  security  agai 
the  others? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  And,  therefore,  could  afford  to  release  him  entir 
from  the  obligation  under  it  ? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  Referring  once  more  to  your  indictment,  what 
the  date  of  that  again? 

Mr.  Sands.  September  30, 1918. 

Mr.  Kelley.  That  is  two  years  ago  last  September? 

Mr.  Sands.  Yes,  sir. 

Mr.  Kelley.  The  case  has  never  been  tried  ? 

Mr.  Sands.  No,  sir. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  The  committee  will  take  a  recess  until  2.30. 

Mr.  Sands.  Mr.  Chairman,  would  I  be  recalled? 

The  Chairman.  You  may  be  excused,  Mr.  Sands. 

(Adjourned  until  2.30  p.  m.) 

AFTER   RECESS. 

The  Chairman.  The  committee  will  resume. 

TESTIMONY  OF  ADOLPH  AMENDE. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name? 

Mr.  Amende.  Adolph  Amende. 

Tlie  Chairman.  What  is  your  business  or  occupation? 

Mr.  Amende.  Keporter  for  the  United  States  Shipping  Board 

The  Chairman.  Keporter? 

Mr.  Amende.  Yes,  sir. 

The  Chair:man.  Stenographic  reporter? 

Mr.  Amende.  Yes,  sir. 

The  Chairman.  Did  you  take  a  statement  made  by  Mr.  Be 
and  Admiral  Benson,  stenographically,  recently? 

Mr.  Amende.  Yes,  sir. 

The  Chairman.  You  may  be  seated,  Mr.  Amende.  When  di< 
take  this  statement  ? 
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NDE.  On  the  afternoon  of  November  20,  1920. 
iRM AN.  The  afternoon  of  November  20  ? 
NDE.  Yes. 

[RMAN.  Have  you  transcribed  that  statement! 
NDE.  Yes. 

iR^iAN.  Will  you  refer  to  it,  please;  and  state  whether  in 
nt  made  by  Mr.  Boiling  you  nnd  the  following  language : 
?  after  that  Sands  told  me  he  had  received  a  fee  for  pro- 
t»  bending  rolls  from  Downey  and  offered  to  divide  it  with 
k  the  fee  was  $1,000.  I  told  Sands  that  under  no  condi- 
I  I  accept  any  part  of  it.  Sands  then  told  me  that  as  he 
)aid  me  any  profit  on  building  the  house,  I  having  waived 
ould  like  to  pay  me  what  I  thought  was  a  fair  profit  for 
hich  I  had  done.  I  told  him  that  $500  I  though  would 
isonable  if  he  wanted  to  pay  it.  Even  then  he  did  not 
t,  giving  me  $200  then  and  $300  later.  That  is  about  the 
)t  that  Sands  has  left  out  that  he  still  owes  $900  on  the 
•te  on  that  house."    Do  you  find  that  language  in  the 

NDE.  Yes,  sir. 

[RMAN.  That  you  have  transcribed? 

NDE.  Exactly. 

iRMAN.  Did  you  hear  Mr.  Boiling  make  that  statement 

ibe  it  as  he  was  making  it? 

NDE.  Yes,  sir;  very  distinctly. 

IRMAN.  Does  that  paper  contain  statements  by  other  offi- 

Shipping  Board  ? 

NDE.  Yes,  sir. 

[RMAN.  By  whom,  please,  made  by  whom? 

':nde.  Made  by  Admiral   Benson,  the  chairman  of  the 

by  Col.  (irotf,  general  counsel. 

IRMAN.  And  is  that  the  complete  stenographic  copy? 

NDE.  Yes,  sir. 

viRMAN.  Can   you   leave  that  with  the  committee,  Mr. 

NDE.  Yes,  sir. 

iRMAN^  That  is  all.    Any  questions,  Mr.  Kelley? 

LI-:!'.  No. 

IRMAN.  That  is  all,  Mr.  Amende. 

NDE.  May  I  refer  to  the  last  part;  it  is  unimportant;  it 

fw  words"  I  omitted,  which  bore  no  relation  to  the  other 

ard  to  why  Mr.  Boiling  tore  up  an  aonymous  letter.    He 

k  distinctly  and  I  didn't  quite  get  that. 

IRMAN.  The  closing  paragraph  on  page  11  on  this  tran- 

say  there  are  a  few  words  missing  which  you  did  not 

ictly  ? 

NDE.  Yes^ 

IRMAN.  In  other  respects  it  is  an  accurate  transcript  of 

place  ? 

NDE.  Yes,  sir;  and  on  page  9  there  are  a  few  words  that 

n  asked  thai  1  didn't  quite  catch ;  the  second  paragraph 

IRMAN.  The  second  paragraph  on  page  9? 
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Mr.  Amende.  Yes. 

The  Chairman.  But  as  far  as  what  appears  on  the  record,  thaij 
words  were  spoken?  Ip 


it' 


u 


Mr.  Amende.  Yes,  sir;  absolutely. 

The  Chairman.  And  where  there  is  a  discrepancy  it  is  somewdl 
that  you  did  not  catch? 

Mr.  Amende.  Yes,  sir. 

The  Chairman.  On  page  9  and  at  the  bottom  of  page  11. 

Mr.  Amende.  And  that  only  referred  to  the  tearing  up  of  son 
anonymous  letter  which  did  not  alter  anything.  lb 

The  Chairman.  That  is  all,  Mr.  Amende;  thank  you.  Youmifjt 
be  excused. 

We  will  have  this  statement  made  by  Admiral  Benson  to  theme* 
bers  of  the  press  November  20,  1920,  and  the  statements  iMdely|ji 
Admiral  Benson,  Col.  Gotf,  M.r.  Boiling,  and  questions  asked  Ij 
members  of  the  press,  all  of  which  was  transcribed  by  Mr.  Amend^ 
included  in  the  record: 

[Statement  read  by  Admiral  Benson  to  the  mefkibers  of  the  press  Nor.  20.  1920l] 

While  the  attitude  of  the  chairman  of  the  Shipping  Boar<l  is  to  render ««J 
possible  assistance  to  th<»  Walsh  investi^fltion  committee,  ami  to  do  everytluil 
possible  to  aid  them  in  carrying  out  the  duties  assigned  to  the  commlitw. te 
feels  that  in  view  of  th(»  serious  charges  that  have  been  made  against  ar«i» 
sible  official  of  the  Shipping  Hoard,  in  order. to  reassure  the  public  mlmlaiii* 
earliest  jxissible  <late,  he  should  make  a  statement  in  regard  thereto. 

Not  long  after  I  became  chairman  of  the  Shipping  Board  and  Mr.  BolliDP^ 
a])pointe(l  treasurer  of  the  Shipping  Board.  Mr.  Boiling  came  to  me  audtoldK 
the  whole  story  of  the  allej:e<l  charges  reported  to  have  been  made  by  one  Tuck* 
K.  Sands,  ancl  the  matter  referred  to  in  the  evidence  given  before  the  Watt 
committiv. 

His  explanation  was  perfectly  satisfactory  to  the  chairman  of  the  board,  b 
a(ldition.  after  the  same  sub.jtM:t  had  been  brought  to  my  attention  by  Mr.  )^ 
Cann.  the  matter  was  discussed  with  Col.  Goff,  our  general  counsel,  aud  tfr 
gether  we  directCMl  that  a  thorough  and  c<miplete  investigation  of  the  variow 
allegations  and  charge  against  Mr.  Boiling  be  made. 

This  investigation  was  made,  and  the  following  is  a  reiH)rt  rendered  by  the 
chief  of  (»ur  division  of  investigations: 

Septembkr  23. 1920. 
From  Division  of  Investigation. 
To  Colonel  O.  I).  Goff,  general  counsel. 
Subject:  Downey  Shipbuilding  Company  contracts. 

By  (lirection  of  the  chairman,  also  yourself,  to  conduct  an  investigation  cod- 
ceriiing  the  duuges  made  that  Mr.  U.  W.  Boiling,  now  employed  by  the  SblpplJ* 
Board,  had  iiariicipated  in  commissions  said  to  have  been  paid  by  the  Downey 
Shipbuilding  (Nunpany  to  Tucker  Sands.  I  have  the  honor  to  report  that  I  saj 
Mr.  Houston  Thon>pson.  vice  president  of  the  Federal  Trade  Connnlssion,  m 
wlio  was  for  scaiie  time,  up  to  the  latter  part  of  1919,  United  States  Assistant  At- 
torney General,  who  told  me  that  Mr.  r»olling  came  to  him  alwut  two  yearsagP 
and  reported  that  an  unsigned  connnunication  had  reached  Mr.  Tumulty.  SK^ 
retary  to  the  President,  in  which  the  writer  chargeii  that  he  had  accepted  part 
of  .S4b,(MK).  which  was  paid  by  Downey  of  the  Downey  Shipbuilding  Companr 
to  Tucker  Sands. 

Mr.  Boiling  ref|uested  Mr.  Thompson  to  make  a  very  thorough  investigaUOO 
because  of  the  fact  that  he  was  charged  with  a  serious  crime  and  if  he  ^ 
guilty  ho  should  be  punished:  if  innocent  his  innocence  should  be  estahlishw- 
The  letter,  it  seems,  was  either  misplaced  or  destroyed,  so  that  nothing  wasdoK 
at  that  time.  ^^ 

Shortly  after,  howtwer,  Mr.  Boiling  called  again  with  another  unagnw 
letter,  which  n'ilerates  practically  the  sana*  charges  which  they  believed,  «« 
from  some  one  connected  witli  Tucker  Sands  and  that  the  letter  emanated 
in  the  Sands's  family.  Shortlv  after  that  Mr.  Boiling  told  him  that  Tuck« 
Sands  had  seen  him  in  Washington  and  made  a  very  urgent  demand  that  W 
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ig)  see  the  President  and  use  his  influence  with  the  President  to  have  the 
es  of  the  Department  of  Justice  stopped  and  have  the  prosecution 
;  Sands  dropped.  Sands  at  this  time  was  under  indictment  by  a  Federal 
jury  charged  with  violations  of  the  banliing  acts.  On  advice  of  Mr. 
son,  Mr.  Boiling  wrote  a  letter  to  Sands  telling  him  that  while  he  re- 

exceedlngly  that  he  had   become  involved  with  the  Government,  he 
lot  and  would  not  approach  the  President  on  any  such  proposition. 
Boiling  again  requested  Mr.  Thompson  to  investigate  the  matter.    Mr. 
son  sent  for  Mr.  Bruce  Bielaski,  then  chief  of  the  bureau  of  investlga- 
epartment  of  Justice,  and  instructed  him  to  malce  a  thorough  investiga- 

the  charges  against  Mr.  Boiling.  Mr.  Boiling  told  Mr.  Thompson  that 
0  the  war  he  had  some  transactions  with  Tucker  Sands,  whom  he  had 

for  a  number  of  years,  and  with  whom  he  had  been  Intimately  asso- 
but  the  transactions  aggregated  not  more  than  $300.  Mr.  Boiling  gave 
ces  to  these  transactions,  produced  his  check  stubs  and  other  documents 

after  investigation,  proved  to  be  transactions  outside  of  and  prior  to 
te  on  which  Sands  charged  that  Downey  paid  over  a  sum  of  money» 
'  which  he  charged  was  given  to  Mr.  Boiling. 
Bielaski  had  expert  bank  accountants  from  the  Department  of  Justice, 

all  the  records,  trace  out  all  checks,  notes,  drafts,  etc.  that  could  pos- 
lave  any  bearing  on  the  case,  and  they  failed  to  find  anything  that 
>rated  the  statements  of  Sands,  and  in  the  belief  of  Mr.  Thompson  It 
ackmail  engineered  by  Sands  to  force  Mr.  Boiling  to  Intercede  with  the 
»nt  to  save  Sands  from  further  prosecution  by 'the  Department  of  Justice, 
ew  of  the  fact  that  this  matter  has  been  investigated  by  the  Department 
ice  and  nothing  found  Incriminating  against  Mr.  Boiling,  I  will  consider 
atter  closed  so  far  as  the  division  of  investigation  is  concerned,  unless 
Ise  instructed. 

Fbank  Burke, 
Manager,  Division  of  Investigation. 

lowing  the  reading  of  the  chairman's  statement,  including  a  statement 
by  Mr.  Frank  Burke,  manager  of  the  division  of  investigation.) 
GoFF.  Mr.  Burke,  stand  up  so  that  these  gentlemen  can  see  you.  This  is 
rke,  who  perhaps  Is  know^n  to  many  of  you,  and  he  made  this  investiga- 
ider  the  direction  of  Admiral  Benson  and  myself.  You  can  answer  any 
us  relative  to  this  report  that  these  gentlemen  might  see  fit  to  ask  you. 
s  ^Iembeb.  I  should  like  to  know,  for  curiosity,  when  it  was  that  you 
he  report  for  Admiral  Benson.  You  stated  veVy  shortly  after  you  took 
ist  March, 
iral  Benson.  I  said  shortly  after  I  became^  chairman  of  the  board  Mr. 

was  appointed  treasurer,  Mr.  Boiling  came  to  me  and  made  a  clean 
of  the  whole  thing,  which  was  perfectly  satisfactory  to  me.    It  was  one 

charges  were  reiterated  that  Mr.  McCann  and  I  think  Mr.  Fisher,  but  I 
t)er  that  Mr.  McCann  stated  that  he  had  been  to  see  the  Secretary,  and 
t  kind  of  thing.  In  discussing  it  again  with  the  general  counsel,  we 
I,  in  order  to  be  absolutely  sure,  that  we  would  order  the  division  of  in- 
tion  to  make  a  thorough  investigation  of  the  case,  which  it  did,  with  this 
Mr.  Burke  was  directed  by  me  personally,  and  also  I  remember  dis- 

my  charge  to  Mr.  Burke  and  to  Col.  Goff  at  the  same  time,  to  make  a 
jh  investigation  of  every  particular  to  be  absolutely  thorough  and 
te. 

3  Member.  What  I  am  trying  to  establish  is  the  date, 
ral  Benson.  It  was  some  time  after  I  became  chairman,  as  I  have 
n  this  paper,' and  Mr.  Boiling  came  to  me  soon  after  that — I  don't  know 
on — it  might  have  been  a  month  or  six  weeks.  I  don't  think  it  was 
Qg  after  he  became  treasurer.  My  recollection  is  that  it  was  soon  after 
appointed ;  and  he,  having  been  appointed  to  a  very  responsible  position, 
his  duty  to  tell  me  everythini!:  ret^arding  his  past  history  and  partlcu- 
rerything  that  might  come  to  me  directly  or  indirectly  that  would  dis- 
y   confidence  in   his  integrity,   etc. ;   and   after  his  submission  of  the 

me  I  dismissed  the  subject  from  my  mind.  And  it  was  only  when  it 
lied  to  me  again  with  so  much  insistence,  as  explained  by  Mr.  MrCann» 
felt  it  necessary,  in  order  to  satisfy  the  public  in  case  the  matter  ever 
[)  again  in  any  way.  that  it  should  be  thoroughly  investigated  again  by 
Ision  of  Investigation ;  and  that  was  the  reason  for  my  action — not  that 
ny  doubt  as  to  Mr.  Boiling's  innocence  in  the  matter. 
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.  Press  Mkmbkr.  Somebody  made  the  statement  yesterday  that  he  m 
yon  with  a  specific  charge  of  graft  In  the  Shipping  Board  and  that  you  (li< 
agree  with  him. 

Admiral  Benson.  Who  was  it?    I  am  not  speaking  in  generalities. 
Press  Member.  Mr.  McCann  also  sjiid  that  he  knew  of  this  thing. 
Admiral  Benson.  Which  thing? 

Press  Member.  (Hands  a  paper  to  the  cliairman  which  the  chairman  re 
himself. ) 

Admiral  Benson.  I  don*t  remember  that.  It  was  a  case  which  had  al 
b(»en  settled,  and  I  was  so  impressed  with  the  fact  that  he  was  simply  rept 
idle  gossip  that  was  harmful  to  the  character  of  certain  people,  and  a-s  I 
it  now,  it  was  a  case  that  had  been  thoroughly  looked  into  and  settled  b 
board,  that  I  felt  very  much  outraged  at  the  efforts  of  any  one  going  ai 
rei>eatiiig  gossip  about  cases  which  I  knew  to.be  not  true,  that  I  did  b< 
very  much  irritated  and  expressed  myself  very  strongly  to  Mr.  Fishor 
gard  to  it.  What  particular  case  It  was,  I  can  not  recall.  Cases  are  br 
up  every  day,  and  the  only  thing  I  can  do  is  to  handle  the  cases  a.s  they 
to  me  and  dismiss  them  from  my  mind. 

Press  Member.  I  understand  that  Mr.  Boiling  is  present,  and  I  wonder 
would  be  kind  enough  to  give  us  a  statement  of  some  kind  on  this. 

Mr.  BoLLiNG.  Admiral,  I  am  present  here  to  answer  any  questions.  I 
that  statement  of  yours  covers  the  question  fully,  but  anything  that  the  i 
would  like  to  ask  me  I  would  be  glad  to  answer. 

Admiral  Benson.  I  think  Mr.  Boiling  would  be  glad  to  answer  anyqm'if 

Col.  GoYY.  Why  would  it  not  be  better,  Mr.  Boiling,  for  you  to  state  to 

gentlemen  your  story  or  whatever  you  might  possibly  have  in  mind ;  and  i 

want  to  ask  you  questions,  you  are  free  to  answer,  and  that  will  give 

somewhat  the  angle  of  your  story? 

I*RESs  Member.  If  Mr.  Boiling  can  give  a  short  general  statement. 
Admiral  Benson.  Yes;  I  think  it  would  be  a  good  thing  for  you  here, 
presence  of  everybody,  to  make  a  statement 

Press  Member.  Mr.  Boiling  is  quoted  in  the  Evening  Star  as  saying  that 
is  not  a  grain  of  truth  in  it. 

Admiral  Benson.  Ueally,  Mr.  Boiling,  I  think  it  would  be  a  good  thin? 
them  know  everything  about  it. 

Mr.  BoLLiNG.  At  the  time  I  made  that  statement,  I  thought  the  con 
would  be  in  session  Monday  and  that  I  would  tell  the  committee  first  ar 
let  the  newspap<Ts  have  if.  I  am  very  glad  to  tell  the  story — the  wholt 
It  is  rather  a  long  story. 

I  havt»  known  Tucker  Sands  since  about  1913.  In  1910  I  built  him  a 
When  he  came  to  pay  for  tlu'  housi»  he  did  not  have  the  money  and  he  jr 
u  note. 

pRKss  Mkmhku.  What  do  you  mean — that  you  built  the  house  for  him? 
Mr.  r»oLMN(i.  I  was  at  that  time  in  the  building  business.  I  built 
liouse  and  lu'  jrave  nie  his  note,  which  I  put  my  name  to  on  the  back  a 
<(>unie(l  for  .«(>,<¥)<).  Mr.  Sands  had  always  In^n  my  banker,  and  I  h 
various  linancial  transactions  with  him.  From  time  to  time  he  curtail 
note.  In  tile  spring  of  1J)1S  ho  still  owed  about  a  little  over  $3,000 
note.  .At  that  time  Mr.  San<ls  introduced  Mr.  (Vanor  to  me,  asking  thai 
certain  pieces  of  machinery — bending  rolls  they  were — which  the  Fie 
l>oration  were  to  furni.'^h  tlie  Downey  Shipbuilding  Co.  in  connection  ^ 
<onstniction  of  vess4»ls,  and  which,  while  promised  to  them,  were  goln 
shipped  to  some  other  shipbuilding  concern.  He  asked  me  to  see  if  I  cot 
him  have  these  bending  rolls  shippe<l  to  Downey. 

Sometime  after  that  Sands  told  me  that  he  had  received  a  fee  for  pi 
thc.se  bending  rolls  from  Downey  anil  ottered  to  divide  it  wltli  me.    I  tl 
fe<»  was  .S1,(KM».     1  told  San<ls  that  under  no  conditions  would  I  accept  a 
of  it.    Sands  then  told  nie  that  as  lie  had  never  paid  me  any  profit  on  1 
the  hou.se.  I  having  waived  same,  he  w«mld  like  to  pay  me  what  I  thou 
a  fair  profit  for  the  w(n*k  which  I  had  done.     I  told  him  that  $500  I 
would  be  v«'ry  reasonable  if  he  wante<l  to  pay  it.     Even  them  he  did 
all  of  it,  giving  me  J?2<H)  then  and  $300  later.    That  is  about  the  story 
that   Sands  has  left  out  that  he  still  owes  .$000  on  the  original  note 
house.    Mr.  Sands  has  never  given  me  another  cent  of  money  except 
tallments  on  the  note,  which  is  now  discounted  in  a  Washington  tmnk, 
amount  due  Is  $900.  and  I  have  his  last  letter  saying  that  he  could  noi 
the  same. 
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him,  but  Sands  had  been  kind  to  me  In  many  ways,  so  I  waived  the  comi 
as  a  profit,  and  took  his  note  for  absolutely  what  the  house  cost  me.  &i 
that  he  never  intended  to  take  the  commission  from  me,  allowing  me  to 
it  to  him,  but  he  did  it  l)ecause  his  wife  was  exercised  because  it  hadcoti 
much. 

Tress  Member.  I  don't  see  if  he  owed  you  $3,000  and  paid  you  $501. 
balance  still  remaining  was  $900. 

Mr.  BoLLiNo.  I  meant  that  the  $500  was  paid  outside  of  that  note 
but  he  kept  up  his  payments  on  the  note  from  time  to  time. 

I*RE8s  Memher.  He  curtailed  down  to  $900. 

Mr.  Rolling.  Yes:  he  has  it  to  $900  now.    His  note  is  in  a  Washington  1 

l^REss  Member.  This  man  Cranor  who  is  in 

Mr.  lioLLiNG.  I  could  not  tell  you  a  thing  about  it.    Mr.  Sands  used  to  serf 
great  many  jieople  to  me.     I  remember  once  one  fellow  in  Pittsburgh,  a  ntl 
bank  man,  wante<l  an  airplane  to  exhibit  on  a  Liberty  loan.    Sands  sent 
here  to  inquire.     I  don't  care  what  Sands  wanted,  he  would  call  on  me  to 
him  out.     I  don't  know  Mr.  Cranor  or  his  connections  with  the  Downej 
building  Company  or  anything  about  him,  except  that  I  take  it  he  wasflR 
senting  the  ci^mpany. 

Press  Member.  Did  you  ever  hear  of  this  $40,000? 

Mr.  BoLLiNG.  No — I  have  of  course  heard  of  it  in  the  last  two  yeare-yei 

Press  Member.  Is  the  vice  president  of  this  bank  lending  the  money  QDlki| 
note? 

Mr.  BoLLiNG.  I  always  have  done  all  my  business  with  that  bank. 

Press  Member.  Did  you  ever  hear  anything  about  Lester  Sisler  being  nial 
up  in  it? 

Mr.  BoLLiXG.  Ye.s,  sir;  that  is  mentioned  in  the  first  letter,  and  I  think  ill 
in  the  one  I  have  now. 

Press  Member.  These  letters  sent  to  Mr.  McAdoo  and  Mr.  Tumulty,^ 
directed  to  bring  you  into  the  matter? 

Mr.  BoLLiNG.  Very  evidently. 

Press  Member.  Did  they  get  more  than  one  letter? 

Mr.  BoLLiNG.  No ;  they  only  got  one  each. 

Press  Member.  You  have  never  been  able  to  trace  them? 

Mr.  BoLLiNG.  I  never  tried.  I  turned  one  over  to  the  Department  of  i^ 
The  other  one.  I  saw  Mr.  Tumulty  on  it.  I  said,  "  What  would  you  do?"  It" 
it  up  and  did  not  take  it  to  the  Department  of  Justice.  They  said  thatti 
could  have  traceil  it  even  if  it  was  written  on  the  typewriter.  He  was  an' 
gray-liead(Ml  man.  but  tliey  could  not  catch  h'm  at  the  time. 

Admiral  Benson.  Are  there  any  other  points  you  would  like  to  bring ont^ 

Press  Member.  Not  for  me. 

Admiral  Benson.  I  want  to  reiterate  my  position.  I  want  it  distinctly  lui 
st(MMl.  We  are  doing  ail  this,  and  it  i.s  not  with  any  idea  of  in  any  way  critici 
or  an  iniulverting  on   the  conmiittee.     You   all  understand   that,  do  you? 

Press  Member.  Yes. 

Press  Member.  Hms  Mr.  Boiling  bt^en  subiKiMiaed  tp  appear  in  New  York 

Admiral  Benson.  Have  you,  Mr.  Boiling? 

TESTIMONY  OF  ME.  BENJAMIN  FEANKLDT  FULLEB. 

(Witness  duly  sworn  by  chairman.) 
The  Chairman.  AVhat  is  your  name,  Mr.  Fuller? 
Mr.  Fi  ll>:k.  Benjamin  Franklin  Fuller. 
The  Chairman.  What  is  your  occupation? 
Mr.  FriXKR.  I  am  a  salesman  of  food  products. 
The  Chairman.  Bv  whom  are  vou  employed? 
Mr.  Fuller.  I  am  with  Nestles  Food  Co.  now. 
The  (^HAiRMAN.  Nestles  Food  Co.? 
Mr.  FuLi^R.  Yes. 

The  Chairman.  Haye  you  at  any  time  been  employed  by  th 
partment  of  Justice? 
Mr.  Filler.  Yes,  sir. 
The  Chairman.  When? 
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.  Fuller.  This  summer  and  the  fall. 

B  Chairman.  Are  you  now  in  their  employ? 

-  Fuller.  No;  I  am  under  sort  of  waiting  orders,  they  call  on 

^^eiT  once  in  a  while  to  come  in  and  straighten  out  something. 

e  Chairman,  Are  you  an  attqrney? 

•  Fuller.  No,  sir. 

^  Chairman.  Are  you  performing  legal  work  for  them  ? 

•-  Fuixer.  No,  sir. 

^  Chairman.  What  is  the  character  of  the  work  you  are  per- 

ing  for  them  ? 

'*  Fuller.  Well,  I  was  advising — have  been  advising  with  them 

e  procuring  of  subpoenas  and  the  forming  of  those  in  respect  to 

senas  duces  tecum  in  connection  with  packer  transactions,  the 

Durs 

«  Chairman.  Oh,  the  packers? 
*.  Fuller.  Yes,  sir;  the  packers. 

e  Chairman.  You  have  been  employed  by  the  Shipping  Board? 
•.  Fuller.  No,  sir. 

le  Chairjian.  Have  you  ever  been  employed  by  any  of  the 
ers  ? 

:7.  FuliJ':r.  Yes,  sir. 
le  Chairman.  Which  one  ? 

t?.  Fuller.  I  was  with  Armour  &  Co.  for  about  y^  years  and  I 
\^ith  Wilson  &  Co.  about  8  months. 

ke  Chairman.  Have  you  been  indicted  for  any  alleged  offense? 
r.  Fuller.  Yes^  sir ;  and  I  think,  Mr.  Chairman,  if  you  will  allow 
lere,  in  fairness  to  the  committee  and  myself,  I  would  like  to 
e  a  personal  statement  also,  because  last  Saturday  there  was — : 
Fisher  made  a  statement  here  about  a  convict,  and  Mr.  Median, 
irently  right  from  this  hearing,  went  out  and  put  it  in  the  paper, 

this  investigation  was  instigated  by  a  convict;  and  I  am  per- 
y  satisfied  in  my  own  mind  that  I  am  the  one  referred  to,  and  I 
k,  in  justice  to  you  and  myself,  that  I  should  like  to  be  granted 
privilege  of  making  a  statement  in  connection  with  that  situa- 

he  Chairman.  What  we  want  to  know  is  what  you  were  indicted 

if  you  were  tried,  and  if  the  case  was  finally  disposed  of  and 

handled  it? 
r.  Fuij^ER.  Why,  I  was  indicted  on  the  19th  day  of  October,  1918, 

tried  within  the  next  two  months  on  a  charge  of  forgery  and 
ring.  The  forgery  charge  was  wiped  out  by  the  order  of  the 
t  and  was  not  presented  to  the  jury,  and  my  attorney  took  the 
1  position,  which  I  had  verified  to  me  many  times  since  was 
ect,  that  when  they  had  no  evidence  to  prove  me  guilty  of  a 
rery  they  had  to  prc^e  guilty  knowledge  of  the  forged  docu- 
ts  in  order  to  convicr  me  of  uttering.  My  attorney  took  that 
tion  that  in  view  of  the  weakness  oi  the  Government's  case  it 

not  necessary  for  us  to  put  in  any  testimony  before  the  court,  and 
;  was  the  condition  which  he  followed.    I  protested  strongly  be- 
se  I  wanted  to  go  on,  but  he  said  that  that  was  foolish, 
he  Chairman.  Never  mind  what  he  said  and  what  you  said, 
[r.  Fui.LER.  He  didn't  let  me  go  on  and  I  was  tried  and  con- 
ed.   We  made  a  motion  for  a  new  trial  at  once,  and  six  months 
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hlni,  but  Sands  had  been  kind  to  nie  In  many  waj's,  so  I  waived  the  cmm 
as  a  profit,  and  toolc  liis  note  for  absolutely  what  the  house  cost  me.  Hei 
that  he  never  intended  to  take  the  commission  from  me,  allowing  me  to 
it  10  hlin,  but  he  did  it  because  his  wife  was  exercised  because  it  had  rati 
much. 

Press  Memijer.  I  don't  .see  if  he  owed  you  $3,000  and  paid  you  ^ 
balance  still  remaining  was  $900. 

Mr.  BoLLiNG.  I  meant  that  the  $500  was  paid  outside  of  that  note 
but  he  kept  up  his  pay  men  is  on  the  note  from  time  to  time. 

Press  Memher.  He  curtailed  down  to  $900. 

Mr.  BoLLiN(i.  Yes;  he  has  it  to  $900  now.     His  note  is  in  a  Washington i 

Press  Member.  This  man  Cranor  who  is  in 

Mr.  BoLLiNG.  I  could  not  tell  you  a  thing  about  it.    Mr.  Sands  used  to  serf 
j^reat  many  people  to  me.     I  remember  once  one  fellow  in  Pittsburgh,  a  nal 
bank  man,  wante<l  an  airplane  to  exhibit  on  a  Liberty  loan.    Sands  sail 
here  to  inquire.     I  don't  care  what  Sands  wanted,  he  would  call  on  me  to 
him  out.     I  don't  know  Mr.  Cranor  or  his  connections  with  the  Downey 
building  Oimpany  ur  anything  about  him,  except  that  I  take  it  hewaswfR^ 
seiiting  the  company. 

Press  Member.  Did  you  ever  hear  of  this  $40,000? 

Mr.  Rolling.  No — I  have  of  course  heard  of  it  in  the  last  two  years-ya 

Press  Member.  Is  the  vice  president  of  this  bank  lending  the  money  oa* 
note? 

Mr.  Rolling.  I  always  have  done  all  my  business  with  that  bank. 

Press  Member.  Did  you  ever  hear  anything  about  Lester  Slsler  being 
up  in  it? 

Mr.  Rolling.  Yes,  sir;  that  is  mentioned  in  the  first  letter,  and  I  think iti 
in  the  one  I  have  now. 

Press  Member.  These  letters  sent  to  Mr.  McAdoo  and  Mr.  Tumulty,  i« 
directed  to  bring  you  into  the  matter? 

Mr.  Rolling.  Very  evidently. 

Press  Member.  Did  they  get  more  than  one  letter? 

Mr.  Rolling.  No ;  they  only  got  one  each. 

Press  Member.  You  have  never  been  able  to  trace  them? 

Mr.  Rolling.  I  never  tried.  I  turned  one  over  to  the  Department  of  Jn^ 
The  other  one,  I  saw  Mr.  Tumulty  on  it.  I  said,  **  What  would  you  dor  Itt 
it  ui)  and  did  not  take  it  to  the  Department  of  Justice.  They  said  that  tl 
could  have  traced  it  even  if  it  was  written  on  the  typewriter.  He  was  an  ( 
gray-lieaded  man,  but  tliey  could  not  catch  h"m  at  the  time. 

Admiral  Renson.  Are  there  any  other  points  you  would  like  to  bring  oot! 

Press  Member.  Not  fc>r  me. 

Admiral  Renson.  I  want  to  reiterate  my  position.  I  want  it  distinctly  nn 
stoo<l.  We  are  doing  all  this,  and  it  is  not  with  any  idea  of  in  any  way  critici 
or  jnrinadvertlng  on   the  committee.     You  all  understand   tliat,  do  you? 

Press  Member.  Yes. 

Press  Member,  ll.is  Mr.  Rolling  been  subp(enaed  t^  appear  in  New  York 

Admiral  Renson.  Have  you,  Mr.  Rolling? 

TESTIMONY  OF  ME.  BENJAMIN  FEANKXHr  FUUEE. 

(Witness  duly  sworn  by  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Fuller? 
Mr.  FiLLKiJ.  Benjamin  Franklin  F^'uller. 
The  Chairman.  What  is  your  occupation? 
Mr.  Fuller.  I  am  a  salesman  of  food  products. 
The  Chairman.  By  whom  are  you  employed? 
Mr.  Filler.  I  am  w^ith  Nestles  Food  Co.  now. 
The  Chairman.  Nestles  Food  Co.? 
Mr.  FuLi^R.  Yes. 

The  Chairman.  Have  you  at  any  time  been  employed  by  the 
partment  of  Justice? 
Mr.  Fuller.  Yes,  sir. 
The  Chairman.  When? 
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-.  Fuller.  This  summer  and  the  fall. 

^  Chairman.  Are  you  now  in  their  employ? 

•.  Fuller.  No;  I  am  under  sort  of  waiting  orders,  they  call  on 

fc^^ery  once  in  a  while  to  come  in  and  straighten  out  something. 

^  Chairman.  Are  you  an  attqrney  ? 

-.  Fuller.  No,  sir. 

-c  Chairman.  Are  you  performing  legal  work  for  them? 

-,  Fuller.  No,  sir. 

.«  Chairman.  What  is  the  character  of  the  work  you  are  per- 

ing  for  them  ? 

T.  FulIuER.  Well,  I  was  advising — ^have  been  advising  with  them 

«  procuring  of  subpoenas  and  tne  forming  of  those  in  respect  to 

zaenas  duces  tecum  in  connection  with  packer  transactions,  the 

ours 

le  Chairman.  Oh,  the  packers? 
iT".  Fuller.  Yes,  sir;  the  packers. 

le  Chairman.  You  have  been  employed  by  the  Shipping  Board? 
r*.  Fuller.  No,  sir. 

fc.e  Chair]man.   Have  you  ever  been  employed  by  any  of  the 
«rs  ? 

c.  Fuller.  Yes,  sir. 
^e  Chairman.  Which  one? 

f.  Fuller.  I  was  with  Armour  &  Co.  for  about  \^^  years  and  I 
^th  Wilson  &  Co.  about  8  months. 

^e  Chairman.  Have  you  been  indicted  for  any  alleged  offense? 
r.  Fuller.  Yes,  sir;  and  I  think,  Mr.  Chairman,  if  you  will  allow 
aere,  in  fairness  to  the  committee  and  myself,  I  would  like  to 
e  a  personal  statement  also,  because  last  Saturday  there  was—: 
Fisher  made  a  statement  here  about  a  convict,  and  Mr.  Median, 
irently  right  from  this  hearing,  went  out  and  put  it  in  the  paper, 
this  investigation  w^as  instigated  by  a  convict;  and  I  am  per- 
ly  satisfied  in  my  own  mind  that  I  am  the  one  referred  to,  and  I 
k,  in  justice  to  you  and  myself,  that  I  should  like  to  be  granted 
privilege  of  making  a  statement  in  connection  with  that  situa- 

« 

he  Chairman.  What  we  want  to  know  is  what  you  were  indicted 
if  you  were  tried,  and  if  the  case  was  finally  disposed  of  and 
>  handled  it? 

[r.  FuixER.  Why,  I  was  indicted  on  the  19th  day  of  October,  1918, 
tried  within  the  next  two  months  on  a  charge  of  forgery  and 
ring.  The  forgery  charge  was  wiped  out  by  the  order  of  the 
rt  and  was  not  presented  to  the  jury,  and  my  attorney  took  the 
A  position,  which  I  had  verified  to  me  many  times  since  was 
•ect,  that  when  they  had  no  evidence  to  prove  me  guilty  of  a 
rery  they  had  to  prcwe  guilty  knowledge  of  the  forged  docu- 
its  in  order  to  convict  me  of  uttering.  My  attorney  took  that 
ition  that  in  view  of  the  weakness  of  the  Government's  case  it 
not  necessary  for  us  to  put  in  any  testimony  before  the  court,  and 
b  was  the  condition  which  he  followed.  I  protested  strongly  be- 
se  I  wanted  to  go  on,  but  he  said  that  that  was  foolish, 
'he  Chairman.  Never  mind  what  he  said  and  what  you  said. 
Ir.  Fuller.  He  didn't  let  me  go  on  and  I  was  tried  and  con- 
ed.    We  made  a  motion  for  a  new  trial  at  once,  and  six  rcvoxviVv^ 
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and  seven  days  after  that  motion  was  filed  the  court  deckled  agiioi 
me  and  sentenced  me  to  four  years  in  jail.  That  case  is  now « 
appeal.  I^ 

The  Chairman.  Still  pending?  1^ 

Mr.  Filler.  Yes,  sir.  I!" 

The   Chairman.  By   whom   was  this   indictment   found  and  by 
whom  was  the  case  tried  ? 

Mr.  Filler.  It  was  found  by  a  grand  jury  in  the  District  of  Co- 
lumbia.   We  have  never  inspected  the  minutes  to  see 

The  (^hairman.  Well,  it  was  the  United  States  court? 

Mr.  Fitlli:r.  Oh,  yes;  Federal  court. 

The  Chairman.  AVIio  prosecuted  it,  the  United  States  attorney! 

Mr.  P^uller.  Yes,  sir ;  James  V.  Archer. 

The  Chairman.  And  you,  since  then,  have  been  employed  by  tli 
Department  of  Justice? 

Mr.  Fuller.  Yes,  sir. 

The  (Chairman.  The  United  States  attorney? 

Mr.  Fulli':r.  Ye.s,  sir;  sent  for  me  and  requested  me  to  work  for 
them. 

The  Chairman.  Now,  have  you  ever  been  present  at  any  confer- 
ence or  meeting  between  Mr.  K.  W.  Boiling  and  Mr.  Tucker  K. 
Sands  or  of  Mr.  I^ester  Sisler  and  Mr.  Tucker  K.  Sands  or  Mr.  Job 
Cranor  and  either  or  all  of  those  gentlemen? 

Mr.  Fuller.' Well,  I  have  been  in  Mr.  Sands'  room  any  nua- 
bcr  of  times  when — and  have  met  all  of  these  gentlemen  there  wilk 
the  exception  of  Mr.  Sisler. 

The  (  HAiRMAN.  Never  met  Mr.  Sisler  in  Mr.  Sands'  rooml 

^Ir.  Fuller.  No;  I  don't  recall  meeting  Mr.  Sisler. 

The  Chairman.  Have  you  ever  met  him  anywhere  else? 

Mr.  i^'uLLER.  Why,  no :  I  don't  think  i  have  an  acquaintance  wiA 
him.  I  was  told  the  other  night  that  he  was  a  school  mate  of  ini» 
back  yeai's  ago,  but  I  do  not  recall  it,  and  I  never  had  any  transi- 
tions of  any  kind  with  him. 

The  Chairman.  Well,  now,  did  vou  ever  hear  of  any  conversi- 
tion  between  Mr.  K.  W.  Boiling  and  Mr.  Sands  relative  to  contndl 
between  the  Shipping  Board  and  Providence  Engineering  Co.  or  tie 
Downey  Shipbuilding  Corporation? 

Mr.  Fuller.  I  happened — ^my  first  knowledge  of  this  situatioB 
was  in  the  late  spring  or  early  summer  of  1918,  and  Mr.  Sands  ind 
I  were  very  close  friends  and  business  associates,  and  he  stated  to  i* 
that  I  could  make  some  money  by  buying  some  very  good  notes  tW 
he  had.  He  show^ed  me  what  the  notes  were  and  he  said  that  hj 
could  use  the  money  if  he  would  be  able  to  get  cash  for  thein;»M 
I  told  him,  "  Well,  that  was  a  lot  of  money."  He  offered  to  sell  B« 
four  $10,0(X)  notes  for  $85,000,  and  I  finally  traded  with  him  a  lit* 
bit,  until  I  got  the  price  down  to  $25,000,  and  then  I  was  thinkii* 
seriously  of  trving  to  get  them  but  I  wanted  to  sleep  over  it,  and  I 
went  home  and  gave  it  some  consideration. 

The  Chairman.  Was  Mr.  Boiling  there? 

Mr.  Fuller.  No,  sir:  I  will  get  up  to  Mr.  Boiling  in  a  minute. 
Mr.  Walsh.  And  I  went — the  next  morning  I  used  my  own  office  to 
get  mercantile  reports  on  the  Downey  Shipbuildins:  Corporation, 
and  they  did  not  impress  me  favorably,  and  I  told  Mr.  Sands  I  wis 
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interested.  I  never  heard  any  more  about  them  after  that — I 
the  notes  that  night — until  I  happened  to  run  in  to  see  Mr. 
Is  one  evening  when  he  was  in  his  apartment — and  he  used  it  as 
ffice,  too,  practically,  because  we  all  used  to  hang  around  there — 
Mr.  Boiling  was  there  just  getting  ready  to  come  out,  and  Mr. 
is  handed  him  a  check ;  I  think  the  amount  was  either  $600  or 
;  and  I  said  to  Mr.  Boiling :  "  Pretty  soft  for  you !  "  "  No,"  he 
,  "  it  is  pretty  tough."  I  said  "  I  am  sorry  to  hear  that,  because  I 
i:oing  to  make  a  big  ripple  in  a  minute."  I  meant  by  that  that  I 
going  to  attempt  to  get  considerable  money  from  Mr.  Sands  that 
t.  Mr.  Boiling  got  up  then,  and  he  said  "  Good  night,"  and  went 
and  I  said  to  Mr.  Sands,  "What  was  that?"  lie  says,  "Oh," 
ays,  "  he  got  a  little  money  on  one  of  the  Downey  notes  to-day, 
he  says  '  these  fellows  know  about  it  before  I  do,'  and  he  was  in 
to  get  some  of  it." 

le  Chairman.  He  didn't  say  that  in  Mr.  Boiling's  presence, 
he? 

r.  Fuller.  No,  sir. 

le  Chairman.  Did  you  see  the  check  ? 
r.  Fuller.  I  saw  a  check  passed ;  yes,  sir. 
le  Chairman.  What  bank  was  it  on? 
r.  Fuller.  I  am  not  qualified  to  answer  that. 
16  Chairman.  Was  that  all  that  was  said  about  that  transaction 
le  time? 
r.  Fuller.  That  was  all — Mr.  Sands  and  I  discussed  it  a  little 

16  Chairman.  Did  he  tell  you  it  was  on  account  of  the  Downey 

^building  contract? 

r.  Fuller.  He  had  told  me  about  that  before. 

16  Chairman.  What  was  there  about  Mr.  Hands'  business  that  so 

y  people  were  using  his  apartment  in  the  Willard  as  an  office 

place  of  assembly? 
r.  P'uLLER.  Well,  in  my  own  case,  I  was  one  of  the  originators 

formed  the  company  that  purchased  the  property  and  built  the 
el  Washington.  And  I  was  also  interested  with  Mr.  Sands  in 
cling  the  Bowen  Anchor  AVorks  at  Morton,  Pa.,  which  had  a 
Kised  contract  with  the  Shipping  Board. 

was  with  Mr.  Sands  on  several  other  matters.  Mr.  Sands  ap- 
intly  valued  my  opinion  on  a  good  many  things,  and  would  call 
n ;  for  instance,  there  was  a  restaurant  company  there  that  got  in 
and  had  a  good  many  creditors,  and  I  had  had  some  experience 
estaurant  business,  as  I  conducted  the  Hotel  Supply  Co.  for 
lour  &  Co.,  and  he  called  me  in  along  with  another  young  man 

had  a  good  bit  of  that  experience,  and  we  worked  that  propo- 
n  out,  too.  together.  Mr.  Sands  was  what  I  termed  and  felt  and 
feel,  a  splendid  man  for  a  young  man  to  hook  up  with.  He  had 
eat  deal  of  bank  knowledge  which  I  did  not  possess  and  I  needed 
3rking  this  big  two  and  a  quarter  million  dollar  hotel  proposition, 
ew  that  we  had  to  get  the  advice  of  a  financier, 
le  Chairman.  That  was  in  the  summer  of  1918  ? 
r.  Fuller.  Yes,  sir. 

le  Chaiuman.  Is  that  the  only  time  you  ever  saw  Mr.  R.  W. 
ing  in  Mr.  Sands's  room? 
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Mr.  Fuller.  No,  no ;  I  had  seen  Mr.  Boiling  with  Mr.  Sands  off  oi 
on  for  years. 

The  Chairman.  How  many  times  before  that  had  you  ever  sea 
him  in  Mr.  Sands's  room  at  the  Willard? 

Mr.  Fuller.  Oh,  I  would  not  like  to  say  the  number  of  times,  Mt 
Chairman,  but  at  least  a  half  a  dozen. 

The  Chairman.  Were  you  ever  there  when  they  were  taUdngaW 
anything? 

Mr.  I^  uller.  I  never  heard  Mr.  Sands  and  Mr.  Boiling  disco 
that  at  any  other  time. 

The  Chairman.  Did  you  ever  hear  him  discuss  anything  at  uf 
other  time  ? 

Mr.  Fuller.  Why,  I  have  heard  them  in  discussions ;  yes,  sir.  M 
they  were  things  I  was  not  interested  in,  and  I  paid  very  little  ate 
tion  in  that. 

The'  Chairman.  You  were  not  interested  in  the  payment  of  te 
check,  were  you? 

Mr.  Fuller.  Only  in  so  far  as  it — I  was  interested  in  getting  sott 
monev  mvself,  and  when  Mr.  Boiling  said  it  was  going  to  betooglj 
why,  1—1- 

The  Chairman.  You  were  going  to  get  money  for  what? 

Mr.  Fuller.  I  don't  know  ]ust — I  think  that  night  I  was  going  tej 
get  Mr.  Sands  to  discount  a  note  for  the  Anchor  Co. 

The  Chairman.  Were  you  interested  in  the  Anchor  Co.? 

Mr.  Fuller.  Yes,  sir 

The  Chairman.  In  the  summer  of  1918  ? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Now,  did  you  ever  hear  Mr.  Boiling  and  Mt 
Sands  discuss  Mr.  Sisler,  the  Secretary  of  the  Shipping  Board,* 
his  connection  with  an  attempt  to  get  a  contract? 

Mr.  Fuller.  No,  sir. 

The  Chairman.  Did  vou  ever  see  Mr.  Downev  in  Mr.  Sand^ 
room  ? 

Mr.  Filler.  No,  sir. 

The  Chairman.  You  know  Mr.  John  Cranor? 

Mr.  Filler.  Yes,  sir. 

The  Chairman.  Did  you  ever  see  him  there? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Did  vou  ever  hear  him  and  Mr.  Sands  discus 
making  of  a  contract  with  Mr.  Downey? 

Mr.  FiTLLER.  Yes. 

The  Chairman.  You  did? 

Mr.  Fuller.  Yes. 

The  Chairman.  How  many  times?  *  ^ 

Mr.  FiTLLER.  Oh,  I  don't  know,  Mr.  Cranor  lived  in  the  WilUwj 
too,  and  he  was  in  and  out  of  there  all  the  time. 

The  Chairman.  What  did  vou  hear  Mr.  Cranor  and  Mr.  SaiA 
say  about  a  contract  with  the  Downey  Co.? 

Mr.  Fuller.  Well,  just — just  in  generalities  that — I  am  conviiww 
that  they  were  interested  in  some  other  projects  because  Mr.  Crtn* 
was — seemed  to  me  alwavs  on  Mr.  Sands's  back,  and  it  was  diScA 
for  any  of  us  other  fellows  that  had  legitimate  business  with  W 
or  transactions  with  him  to  get  much  of  his  time.    I  heard  Mr. 


>. 
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nor  tell  him  one  day — I  think  Mr.  Sands  was  a  little  bit  annoyed 

ut  the  note,  and  I  heard  Mr.  Cranor  tell  him  ''  They  are  as  good 

^•old,  they  are  all  right." 

*he  Chairman.  Did  you  ever  hear  any  discussion  between  Mr. 

ids  and  anybody  else  in  his  room  at  the  Willard,  or  anywhere 
with  reference  to  a  payment  by  the  Downey  Corporation  for 
Providence  Engineering  Corporation  for  procuring  credit  at 

banks  or  a  loan  ? 

Ir.  Fuller.  No,  sir. 

'*he  Chairman.  Never  heard  that? 

Ir.^P^uLLER.  No,  sir. 

^he  Chairman.  Did  you  ever  hear  any  discussion  either  between 

.    Boiling  and  Mr.  Sands  with  reference  to  the  procurement  of 

le  bending  plates?  ^ 

Ir.  Fuller.  No,  sir. 

"he  Chairman.  On  machinery? 

Ir.  Fuller.  No,  sir. 

]Tie  Chairman.  For  the  Downey  concern? 

Ir.  Fuller.  No,  sir. 

^he  Chairman.  Do  J'^ou  recall  any  other  talk  that  you  heard  Mr. 

ids  have  with  anybodv  else  with  reference  to  the  Downey  con- 

ct  or  the  Providence  Engineering  contract? 

'Ir.  Fuller.  No,  sir. 

""he  Chairman.  Did  you  ever  have  any  other  talk  with  Mr.  Sands 

with  Mr.  Boiling  with  reference  to  this  transaction  when  the 

ck  was  passed? 

Ir.  Fuller.  Only  as  I  outlined  to  you. 

?he  Chairman.  Now,  has  anybody  from  the  Department  of  Jus- 

t-  or  Treasury  Department  or  Federal  Trade  Commission  or  Ship- 

g  Board  or  this  committee,  outside  of  Mr.  Fisher,  been  to  see  you 

h  reference  to  your  knowledge  concerning  the  alleged  transactions 

ween  Mr.  Sanas  and  Mr.  Boiling? 

ilr.  Fuller.  No,  nobody ;  the  only  one  outside  of  those  you  named 

5  Mr.  McCann. 

The  Chairman.  Mr.  McCann? 

ilr.  Fuller.  Yes,  sir. 

The  Chairman.  Of  the  New  York  Globe? 

VIr.  Fuller.  New  York  Globe. 

The  Chairman.  When  did  he  first  see  you,  Mr.  Fuller? 

VIr.  Fuller.  It  was,  I  think,  some  time  in  April  or  May,  I  am  not 

;t  certain. 

The  Chairman.  This  year? 

VIr.  Fuller.  Yes,  sir;  there  was  a  big  advertisement  came  out  in 

5  morning  paper  over  the  signature  of  the  Downey  Shipbuilding 

»rporation  whereby  they  were  going  to  sue  the  Globe  for  $500,000 

a  $1,000,000.    I  debated  in  my  own  mind  what  to  do,  and  I  finally 

3ught  that  the  decent  thing  to  do  would  be  to  go  down  to  the 

obe  and  tell  them  I  thought  this  was  considerable  bluff,  and  that 

ly  should  not  have  much  to  worry  about ;  that  I  was  familiar  with 

ne  transactions  of  Downey's,  and  I  told  that  story  to  Mr.  McCann. 

The  Chairman.  Told  what  story? 

Vlr.  Fuller.  The  story  that  has  been  outlined  here,  as  far  as  my 

inection  with  it  is  concerned. 
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The  Chairman.  Told  him  the  story  of  tlie  passing  the  check? 

Mr.  Fuller.  Yes,  sir;  and  that  there  were  four  notes  in  existence. 

The  Chairman.  And  did  Mr.  McCann  know  anything  about  th»t 
before  you  told  him? 

Mr.  Fuller.  I  want  to  qualify  that  remark  by  saying  that  I  told 
Mr.  McCann  that  it  was  not  to  be  used  for  publicity  purposes  in  th« 
form  of  a  newspaper  story. 

The  Chairman.  Did  he  know  anything  about  it  before  you  told 
him? 

Mr.  Fuixer.  He  had  some  facts. 

The  Chairman.  Now,  what  prompted  you  to  tell  Mr.  McCan 
that?  .  • 

Mr.  Fuller.  Well,  Mr.  Chairman,  as  I  say,  I  debated  in  my  own 
mind  whether  it  was  good  policy  to  do  so  or  not,  and  I  finally  made 
up  my  mind  that  it  was  right  and  decent  that  I  should.  This  news- 
paper at  that  time  was  engaged  in  what  apparently  proved  to  be 
a  great  work ;  they  were  trying  to  stir  up  puolic  opinion  in  regard 
to  some  of  the  terrible  messes  that  had  been  allowed  to  go  on  as  an 
outcome  of  the  war,  and  to  be  sued  that  w^ay,  I  thought  was  a  little 
unjust,  and  I  figured  that  I  had  been  treated  most  unjustly  myselt 
and  if  by  any  information  I  had  would  save  some  others  from  going 
through  what  they  had  attempted  to  put  me  through,  I  was  periedlj 
willing  to  do  it. 

The  Chairman.  Well,  now,  this  liability  suit  against  the  Globe, ; 
did  it  involve  their  printing  this  very  story,  or  was  it  something 
else  ? 

Mr.  Fuller.  Oh,  no;  thev  printed  a  story  relative  to  the  pre- 
payment of,  I  think,  $2,500,000. 

The  Chairman.  To  the  Downey  Co.  ? 

Mr.  Fuller.  Yes,  to  the  Downey  Co.  by  the  Shipping  Board. 

The  Chairman.  Did  you  have  any  knowledge  as  to  that? 

Mr.  Fuller.  Well,  I  have  heard  Mr.  Cranor  and  Mr.  Sands  dis- 
cussing that  situation,  not  with  respect  to  the  amounts,  but  I  heard 
them  talking  in  a  general  way  relative  to  the  finances  of  the  Downef 
Co. 

The  Chairman.  Was  the  motive  which  prompted  you  to  inform 
Mr.  McCann  about  this  transaction  not  to  see  this  newspaper  treated 
unjustly? 

Mr.  Fui.LER.  That  is  right,  sir. 

The  Chairman.  No  other  reason? 

Mr.  Fuller.  None  whatever. 

The  Chairman.  Have  you  ever  had  any  difficulty  with  the  Downey 
Shipbuilding  Corporation? 

Mr.  Fuller.  None  whatever. 

The  Chairman.  Did  you  make  any  further  investigation  or  in- 
quire yourself  as  to  the  passing  of  this  check  from  Sands  to  BoUingf 

Mr.  Fuller.  No,  sir. 

The  Chairman.  Or  into  the  existence  or  payment  of  the  notes! 

Mr.  Fuller.  No,  sir.  Mr.  Sands  told  me  that  the  matter  had  been 
closed  up,  and  he  had  accepted  $25,000  and  called  it  square. 

The  Chairman.  "WTien  did  he  tell  you  that? 

Mr.  Fuller.  Oh,  that  was — well,  I  do  not  know;  that  was  some 
time  probably  in  the  late  fall  of  1918,  or  maybe — ^I  do  not  knoWt 
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aybe  1919;  I  am  not  just  certain  as  to  that,  but  Mr.  Sands  told 
e  that. 
The  Chairman.  Do  you  know  from  anything  Mr.  Sands  told  you 

•  from  anything  you  have  heard  either  him  or  Mr.  Boiling  say, 
hat  Mr.  Sands  aid  toward  procuring  a  contract  for  the  Downey  Co. 
ith  the  Shipping  Board  ? 

Mr.  Fuller.  No,  sir;  I  never  heard  that  discussed. 
The  Chairman.  Did  you  ask  Mr.  Sands,  when  he  told  you  of  your 
pportunity  to  make  some  money  on  these  notes,  how  he  happened 

•  have  them  ? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  What  did  he  say  ?  • 

Mr.  Fuller.  Well,  he  told  me  that  he  had  done  some  work  for 

owney  and  he  had  been  paid  in  notes,  which  was  a  great  surprise  to 

m,  as  he  expected  the  cash,  and  he  told  me  it  was  to  be  cut  up  four 

ays  between  himself,  Cranor.  and  Boiling,  and  Sisler. 

The  Chairman.  He  told  you  that  ? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  What  work  did  he  tell  you  that  he  had  done  ? 

Mr.  Fuller.  Well,  I  did  not  discuss  that  with  him. 

The  Chairman.  Do  you  know  whether  it  was  with  relation  to  pro- 

iring  a  contract  or  procuring  credit,  or  a  loan  ? 

Mr.  Fuller.  I  do  not  know ;  I  would  not  want  to  say  that. 

The  Chairman.  He  just  said  he  had  done  some  work  for  Downey? 

Mr.  Fuller.  That  he  had  just  done  some  work  for  Downey,  and 

is  was  the  fee. 

The  Chairman.  Have  you  ever  met  Mr.  Downey  ? 

Mr.  Fulij^.r.  No.  sir. 

The  Chairman.  I  think  vou  never  saw  him  there  at  Mr.  Sands' 

ire^ 

Mr.  FixiXR.  I  never  did,  to  the  best  of  my  recollection. 

Mr.  Kellet.  What  time  of  day  was  it  when  this  check  was  passed  ? 

Mr.  Fuller.  Why,  it  was  probably  8.30  or  9  o'clock. 

Mr.  Keixey.  In  the  morning? 

Mr.  Fuller.  In  the  evening. 

Mr.  Kelley.  At  the  Willard  Hotel  ? 

Mr.  FuujER.  Yes,  sir. 

Mr.  Kelley.  What  was  the  number  of  the  room  ? 

Mr.  FuT.LER.  I  could  not  tell  you  that ;  it  went  in  off  the  F  Street 

trance,  and  walked  up  a  little  flight,  and  there  was  an  alcove,  and 

couple  of  rooms,  and  Mr.  Sands  had  a  couple  of  rooms;  Mr.  Sands 

d  that. 

Mr.  Kelley.  How  do  you  know  whether  it  was  for  $400  or  $600  or 

00? 

Mr.  Fuller.  I  remember  there  was  an  amount  stated  there,  and  I 

Id  them  it  was  chicken  feed ;  that  I  was  going  to  make  a  big  riflBe. 

Mr.  Kelley.  And  not  for 

Mr.  Fuller  (interposing).  Six  or  eight — the  expression  was  either 

:  or  eight  hundred  dollars :  the  amount  was  stated  there. 

Mr.  Kelley.  Stated  where? 

Mr.  Fuller.  Right  in  the  room ;  Mr.  Sands  either  said  it  or  Mr. 

>lling  said  it. 
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Mr.  Kelley.  You  did  not  see  it  written  in  the  check  ? 

Mr.  Fuller.  No,  sir :  I  did  not. 

Mr.  Kelley.  What  did  he  mean  by  ''it  was  just  chicken  feed"! 

Mr.  Fuller.  He  did  not  mean  it  at  all — I  said  that,  Mr.  Kelln 
I  think  I  had  a  note  for  either  $5,000  or  $10,000  that  I  wantdi 
hav^  discounted  next  day,  and  I  spoke  of  it  as  "  chicken  feed "  jiK 
in  a  jocular  manner. 

Mr.  Kelley.  You  were  dealing  with  Mr.  Sands  as  a  banker? 

Mr.  Fuli^r.  Yes,  sir;  but  I  used  to  oro  over  and  take  those  raattfl 
up  with  him  the  night  before,  because  his  committee  would  haret 
sit  and  pass  on  the  thin^,  of  those  amounts,  and  he  was  always  s 
busy — they  were  in  vefy  cramped  quarters,  and  Mr.  Sands  was  tl 
active  officer;  it  was  difficult  to  get  to  him  in  the  da>i:ime. 

Mr.  Kelley.  There  was  not  anything  said  by  Sir.  Boiling,  or  l 
Mr.  Sands  in  Mr.  Boiling's  presence,  to  indicate  what  this  mow 
was  for? 

Mr.  Fuller.  This  check? 

Mr.  Kelley.  Yes. 

Mr.  Fulij:r.  No,  sir;  not  in  his  presence. 

Mr.  Kelley.  And  Mr.  Boiling  never  indicated  to  you? 

Mr.  Fuller.  No,  sir ;  we  did  not  discuss  that  at  all. 

Mr.  Kelley.  What  it  was  for  ? 

Mr.  Fuller.  No,  sir. 

Mr.  Kelley.  Are  you  well  acquainted  with  Mr.  Boiling? 

Mr.  FuLiiER.  I  know  him  fairly  well,  sir. 

Mr.  Kelley.  Did  you  ever  have  any  business  transactions  vi 
him? 

Mr.  Fuller.  Yes,  sir. 

Mr.  Kelley.  Before  this  time  or  since? 

Mr.  Fuller.  Yes,  sir;  I  had  some. 

Mr.  Kelldy.  I  say,  before  this  time  or  since? 

Mr.  Fuller.  Before. 

Mr.  Kelley.  Before  this  time  ? 

Mr.  Fuller.  Yes,  sir. 

Mr.  Kelley.  Since,  too? 

Mr.  Fuixer.  I  do  not  think  I  have  had  anything  to  do  with  hi 
since;  in  fact,  I  came  away  from  Washington  in  March  of  1919. 

Mr.  Kelij:y.  Would  you  not  think  it  was  rather  strange  that  J 
experienced  banker  would  tell  another  customer  that  he  had  brih 
a  Government  official? 

Mr.  Fulij:r.  He  did  not  tell  me  that  he  had  "  bribed  a  Govenuwi 
official." 

Mr.  Kelley.  Was  not  that  what  you  understood  from  the  conve 
sation,  that  he  was  oretting  his  part  of  this  fee? 

Mr.  Fuller.  I  tell  you,  Mr.  Kelley,  there  was  so  much  of  thatkii 
of  stuff  going  on  in  Washington  of  which  I  was  well  aware  mysd 
that  I  paid  little  attention  to  it. 

Mr.  Kelley.  You  mean  that  you  knew  of  other  cases  where  Go 
ernment  officials  have  been  bribed? 

Mr.  Fut.ler.  Yes,  sir. 

Mr.  Kelley.  Have  you  got  documentary  proof  of  it? 

Mr.  Fuller.  Well,  sir,  I  can  give  you  some. 
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Mr.  Kklley.  Evenings  that  was,  during  the  evening? 

Mr.  Fuix,ER.  Yes,  sir.  Well,  yes,  it  was  in  the  evenings,  becsaa 
Mr.  Sands  does  not  leave  the  bank  until  5  o'clock. 

Mr.  Kellky.  Were  they  talking  about  this  contract  with  tk 
Downevs  during  those  evenings  that  you  were  in  there? 

Mr.  t'lTLT.ER.  I  could  not  answer  that,  Mr  Kelley.  I  never  heui 
Mr.  Boiling  and  Mr.  Sands  talk  about  the  contract;  I  have  bed 
Mr.  Cranor  and  Mr.  Sands  talk  of  the  contract. 

Mr.  Kelley.  But  you  never  heard  Mr.  Boiling  say  anything  abort 
the  contract  at  all  i 

Mr.  P\:ixER.  No,  sir. 

Mr.  Kelley.  And  at  such  times  at  the  room  in  the  hotel  occupied 
by  Mr.  Sands  tliere  was  no  conversation  in  the  presence  of  Mr.  Bol 
ing  about  this  contract  ? 

Mr.  F1JIJ.ER.  No,  sir ;  not  that  I  was  ever  present  at. 

Mr.  Kelley.  Were  you  present  at  any  time  when  Mr.  Sands  lal 
Mr.  Cranor  were  discussing  the  finances  of  the  Downey  people? 

Mr.  Fuller.  Yes.  sir. 

Mr.  Kelley.  And  what  was  the  general  gist  of  the  conversationJ 

ilr.  Fuller.  Well,  it  was — they  were  about  ready  to  finish  it  whei 
I  got  in  there,  and  I  just  heard  them  say — I  heard  Cranor  say  thit 
the  notes  were  good.  *'  good  as  gold,"  and  "  Downey  was  all  rigbl 
and  ''  no  question  for  an  argument  about  that  paper." 

Mr.  Kelley.  That  was  in  May  some  time? 

Mr.  FiTLLER.  Yes,  sir. 

Mr.  Keij^y.  But  back  in  February,  did  you  hear  anything,  anj 
discussion,  about  the  Downey  companies  at  all  then? 

Mr.  Fuller.  No,  sir ;  T  did  not. 

Mr.  Kelley.  I  thought  you  said  in  answer  to  a  question  of  Mr. 
Walsh  that  you  <lid  hear'  a  good  deal  of  conversation  about  tta 
Downev  company? 

Mr.  Fuller,  ftut  I  did  not  say  in  February. 

Mr.  Kelley.  It  was  after 

Mr.  Fuller  (interposing).  Well,  I  would  not  want  tot^lacetb 
date.  It  was  in  the  early  part  of  that  year  and  these  things  aw  n< 
indelibly  impressed  on  my  mind  as  to  the  dates  that  way;  I  after- 
wards got  into  it  mvself. 

Mr.  Kelley.  Your  impression  is  that  Mr.  Sands  was  a  little  W 
skeptical  about  these  notes  as  to  their  value? 

Mr.  Fuller.  I  tliink  Mr.  Sands  had  gotten  a  little  timid  as  to  then 
being  worth  $40,00(),  but  I  do  not  mean  by  that  that  he  tried  to 
euchre  me  or  put  anything  over  on  me ;  it  was  a  straight,  dean  busi- 
ness transaction,  and  if  I  was  stupid  enough  to  buy  them,  it  WMfflT 

hard  luck.  ,         ^  .  ,  ^  .  ^ 

Mr.  Kelley.  He  had  told  you  all  about  how  they  were  obtained 

3ind  it  was  your  lookout? 
ATr   FuLiiER.  Yes. 
Mr.  Kelley.  But  you  did  not  think  they  were  worth  then  tta 

$25,000? 

Mr.  FuLi^R.  I  have  to  admit  I  did  not. 

Mr.  Kelley.  Why  not?  j.    ^     ^ 

Mr.  Full>:r.  The  information  that  I  go  through  our  credit  depart- 
ment, from  the  mercantile  agencies,  would  lead  me  to  believe  tW 
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lie  wanted  to  know  why  tlie  haste — wliat  it  was  all  about — I  was  an 
arch  criminal  and  had  to  go. 

Mr.  Kelj.ey.  You  are  out  on  bail,  under  appeal? 

Mr.  Fuller.  Yes,  sir. 

Mr.  Kelley.  And  the  Department  of  Justice  in  the  meantime  k 
utilizing  your  services  ? 

Mr.  Fuller.  That  is  right ;  yes,  sir.  And,  incidentally,  I  will  ay 
in  connection  with  my  work,  that  one  concern  or  its  officers  have  beea 
indicted  under  137  counts  by  a  Federal  grand  jury 

Mr.  Kelley  (interposing).  Perhaps  that  has  nothing  to  do  with 
this  particular  transaction? 

Mr.  Fuller.  No,  sir. 

Mr.  Kelley.  Just  strike  that  out.  You  have  got  the  idea  that  this 
check  was  for  $600  or  $800  ? 

Mr.  Fuller.  Yes,  sir. 

Mr.  Kelley.  From  conversations  between  Sands  and  Boiling! 

Mr.  Fuller.  Yes,  sir. 

Mr.  Kelley.  You  are  sure  it  was  not  $500? 

Mr.  Fuller.  Well,  I  am  practically  certain  it  was  not.  ' 

Mr.  Kelley.  Well,  how  certain  would  that  be? 

Mr.  Fuller.  I  am  just  as  certain  as  I  could  be  of  anjrthing^  in  the 
world  that  the  figures  were  either  $600  or  $800,  and  I  believe!  hetri 
you  ask  Mr.  Sands  to  bring  his  checks,  and  they  will  disclose  what  it 
was. 

Mr.  Kelley.  Do  you  know  it  was  not  February  ? 

Mr.  Fuller.  I  know  it  was  not  February ;  I  know  there  was  not 
any  conversation  about  $500. 

Mr.  Kelley.  The  conversation  about  $600  or  $800 

Mr.  Fuller  (interposing).  ,$600  or  $800  check. 

The  Chairman.  Mr.  Fuller,  would  you  look  at  the  record  and  see 
if  that  is  the  record  of  your  indictment  and  trial  and  appeal? 
[Handing  paper  to  witness.] 

Mr.  Fuller.  I  think  that  is,  Mr.  Chairman. 

The  Chairman.  We  will  have  that  inserted  in  the  record. 

(The  record  referred  to  is  here  printed  in  full  as  follows:) 

SUPREME  COURT  OF  THE  DISTRICT  OF  COLUMBIA UNITED  STATES,    PLAINTIFF, 

V. 
BENJAMIN   FULLER,   DEFENDANT. 
[No.  35637.     Criminal.] 

I,  Morgjm  H.  Beach,  clerk  of  the  Supreme  Court  of  the  District  of  Columbi«» 
do  hereby  certify  the  annexed  to  be  a  true  copy  of  the  original  entries  of  pro- 
ceedings in  the  above-entitled  cause  as  the  same  appear  upon  the  criminal  docket 
of  said  supreme  court. 

In  testimony  whereof,  I  hereunto  subscribe  my  name  and  affix  the  seal  (rf 
said  court,  at  tlie  city  of  Washington,  this  24th  day  of  November,  A.  D.  1920. 

[ttKAL.J  Morgan  H.  Beach,  C/crJIc. 

Hy   AlF.  G.  BUHKMAN, 

Axsiitant  Clerk. 
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PREME  COURT  OF  THE  DISTRICT  OF  COLUMBIA— CRIMINAL 

COURT. 

30037.     Parties,  United   States  v,  Benjamin  F.   Fuller,  alias  B.   Frank 

r.     Charge,   Forgery  and   uttering.     Attorneys,   for   prosecution   ; 

efendant,  H.  E.  Davis. 


0 


3 

0 

0 


Proceedings. 


Prescaitraciit  and  indictment  filed 

Arrairoied:  plea  'not  guilty" 

T3ail  fixed  at  13.000 

Rect^n[iizance,  $3,000;  George  W.  Ray,  surety 

Motion  to  postpone  hearing  filed 

Motion  f-Tantea  and  t  ial  set  f  jr  Dec.  17,  1919 

Impanelini;  of  Jurv  l>ogun;  panel  exhausted;  50 

names  ordered  draiwi. 

Jury  sworn:  respited 

Court  directs  a  verdict  o  S"not  gui.ty  "  on  the  first 

count;  again  respited. 

Verdict  J  guilty  on  second  count 

Motion  in  arrest  of  judgment 

Motion  for  new  trial  filed 

Defendant's  prayers 


Time  to  nubmit  motion  for  new  trial  and  in  arrest 
of  judgment  continued  to  Jan.  10, 1920. 

Time  to  submit  motion  for  new  trial  continued  to 
Jan.  17, 1920. 

Time  to  submit  motion  for  new  trial  and  in  arrest 
of  judgment  continued  to  Jan.  24, 1920. 

Memorandum  of  defendant's  attorney  on  same. . . 

Motion  for  new  trial  and  motion  in  arrest  of  judg- 
ment overruled;  exceptions. 

Sentence  to  penitentiary  for  period  of  4  years,  to 
take  elfeet  from  and  including  the  date  of  arrival. 
Appeal.  Bond,  SIOO.  Recognizance,  S3,000; 
(Jeo.  W.  Ray,  surety. 

Bond  for  costs  approved;  filed 

Time  to  submit  bill  of  exceptions  extended  to  and 
including  Sept.  11, 1920. 

Bill  of  exceptions  submitted 


United  States's 
w^itnesses. 


Thomas  P.  Hickman. 

Paul  F.  Cain 

Phillip  D.  Armour... 

William  E.  Day 

Harvey  Given 

Thomas  O.  Lee 


Defendant's 
witnesses. 


David  Carasho. 
Ada  C.  Fuller. 


ive  you  any  personal  knowledge,  Mr.  Fuller,  of  stewards  or  other 

rs  of  the  JShipping  Board's  ships  receiving  or  accepting  commis- 

5,  gifts,  gratuities,  or  bonuses  on  account  of  purchases  made  for 

lies,  material,  or  repairs? 

r.  Fuller.  Yes,  sir. 

le  Chairman.  Where  did  these  things  occur? 

r.  Fuller.  Here  in  New  York. 

le  Chairman.  Do  you  recall  the  names  of  the  ships? 

r.  Fltller.  Well,  I  have  a  list  of  some  vessels,  and  I  believe  I 

'  them  to  Mr.  Fisher.    I  am  not  certain  whether  he  has  them  or 

but  if  thev  are  not,  they  are  in  my  files,  and  I  will  be  able  to 

:e  them,    'the  reason  for  that,  Mr.  Chairman — I  sublet  my  apart- 

t,  and  just  got  into  it  day  before  Thanksgiving  again,  and  I  am 

t. 

le  Chairman.  Do  you  know  whether — I  wish  you  would  answer 

yes  or  no,  Mr.  Fuller,  if  you  can — or  not  it  is  or  has  been  a 

mi  or  practice  for  stewards,  engineers,  or  other  officers  of  ships 

:ccpt  gifts,  bonuses,  commissions,  or  presents  from  parties  fur- 

ing  supplies  or  material  or  doing  repairs  to  the  ships? 

r.  FuixER.  Yes, 
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The  Chairman.  And  wliether  or  not  that  practice  prevailed  vitk 
reference  to  the  Shipping  Board  ships  in  this  particular  locality! 

Mr.  Fuller.  Yes. 

Mr.  Kelley.  You  mean  lie  does  or  that  it  does  prevail? 

The  Chairman.  You  know  it  has  prevailed? 

Mr.  Fuller.  I  know  it  does — I  know  that  it  did  up  to  the  timelpt 
out  of  it. 

The  CiLMRMAN.  As  1  understood  you,  the  assistance  you  havebw 
renderin^r  the  Department  of  Justice  has  been4n  connection  with  the 
so-called  packers'  cases? 

Mr.  Fuller.  That  is  right,  sir. 

Tlie  Chairman.  In  which  some  indictments  have  been  foundl 

Mr.  Fi'LLER.  Yes,  sir. 

The  Chairman.  And  the  information  and  assistance  you  have wn- 
der(Ml  has  been  concerning  the  packers,  by  whom  you  were  previodj 
employed? 

Mr.  Fi:ller.  Not  wholly. 

The  Chairman.  Some? 

Mr.  Fuller.  Yes,  sir ;  the  others  w^ere  included. 

The  CiL\TRMAN.  Do  vou  know  Mr.  T.  Edward  New? 

Mr.  Fuller.  No,  sir:  not  to  my  knowledge. 

The  Chairman.  Do  you  know  the  credit  manager  of  the  Emcr 
gency  Fleet  Corporation? 

Mr.  Fuller.  No,  sir. 

The  Chairman.  Did  you  ever  have  any  transactions  with  him! 

Mr.  Fuller.  Not  to  my  best  knowledge  and  belief. 

The  C'liAiRMAN.  You  said,  in  response  to  a  question  by  Mr.  Kellev. 
that  "  we  looked  up  the  mercantile  records  of  the  Downey  concern." 
AVho  did  you  mean  by  "  we  ■'  ? 

Mr.  Fui.LER.  I  w^as  the  president  and  manager  of  the  Colunibit 
Hotel  Supply  Co.,  and  I  instructed  my  cashier  to  get  me  a  report  on 
the  Downey  Shipbuilding  Corporation,  and  he  got  that  report  am! 
j)ut  it  in  my  office  and  laid  it  on  my  desk. 

The  Chairman.  You  were  connected  with  the  Columbia  Hot?' 
Su])ply  Co.  ? 

Mr.  Fuller.  Yes,  sir. 

The  CiLviRMAN.  That  is  a  Washington  concern,  is  it? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  And  w4ien  you  were  offered  these  notes  you  looke( 
into  the  financial  standing  of  the  Downey  concerns? 

Mr.  Fi^LLER.  That  is  right. 

The  Chairman.  Did  that  include  a  statement  as  to  the  Provideno 
Engineering  Co.? 

Mr.  Fuller.  My  best  recollection  of  that  is  very  vague,  Mr.  Chair 
man.  I  do  not  recall  just  what  the  statement  showed  then.  I  knoi 
that  it  did  not  shoAv  enough  to  warrant  me  buying  the  notes. 

The  Chairman.  Did  the  statement  show  that  they  had  a  large  con 
tract  for  10  or  more  steel  cargo  ships  which  had  been  awarded  then 
in  April,  1917,  or  early  in  1917? 

Mr.  Fuller.  Mv  best  recollection  is  that  it  did. 

The  Chairman.  And  did  it  show,  also,  that  they  had  got  thiscoo 
tract  for  10  steel  ocean-going  tugs  ? 
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R.  Mv  best  recollection  is  that  it  did  not  show — I  do  not 
I  think  the  report  stated  that  it  was  a  report  of  March 

iMAN.  Oh,  yes;  that  is  before  the  tugboat  contract  was 

K.  I  do  not  know  which  one,  but  there  was  one  contract 

1. 

t.MAX.  But  this  was  in  May  that  you  had  looked  them 

R.  Yes,  sir. 

{MAX.  And  your  investigator  only  brought  it  down  to 

8? 

R.  It  was  a  regular  mercantile  report.    I  am  not  certain 

r  we  got  it  from. 

{MAN.  There  is  March,  there  is  April,  there  is  May — 

lys.     These  mercantile  reports  are  brought  down  nearer 

hey  not,  Mr.  Fuller? 

R.  A^^len  you  ask  for  a  special  report ;  yes,  sir. 

{MAN.  Were  you  not  interested  enough  to  get  a  special 

R.  Well,  no,  sir.    After  I  had  read  over  this  situation  and 
to  be  bound  up  in  a  dependent  Government  work  I  got 

^MAN.  Mr.  Sands  was  a  pretty  busy  man  during  these 
ihiiyrton,  was  he  ?  ^ 

R.  It  seemed  so. 

RMAN.  Connected  with  lots^of  various  enterprises  and 
apparently? 

:r.  Yes,  sir;  he  was,  as  I  say,  the  active  officer  of  what 
largest  bank  there. 

IMAN.  The  Commercial  National  Bank? 
R.  Yes,  sir. 

{MAN.  And  during  the  evenings  he  met  parties  and  had 
at  his  rooms  or  apartment  at  the  Willard  Hotel? 
R.  Yes.  sir. 

RMAN.  Did  you  ever  talk  with  Mr.  Boiling  about  this 
:tion  ? 

;r.  No,  sir ;  only  just  as  I  outlined  it  to  you  before. 
:man.  Weil,  that  was  at  the  time — but  since  then? 
R.  Oh,  no. 

:man.  Did  you  ever  tell  him  or  anybody  else  that  you  had 
^Jann  about  it  ? 

:r.  I  do  not  recall  telling  anyone  but  Mr.  Fisher — ^I  be- 
ll Mr.  Riley,  who  was  Assistant  Attorney  General. 
{MAN.  The  man  who  engaged  you  to  assist  in  the  packer 

iR.  Yes^ir. 

jMAN.  Did  it  occur  to  you  that  what  you  had  seen  with 

this  check  transaction,  not  having  heard  any  of  the  con- 

at  preceded  the  delivery  of  the  check,  that  you  knew 

lx)ut  it  to  make  a  statement  which  practically  resulted  in 

linst  one  of  the  officers  of  the  Shipping  Board  of  having 

•ibe? 
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Mr.  FuiXER.  I  think,  Mr.  Chairman,  you  are  probably  misinformed 
on  that.  Mr.  Fisher  stated  here  that  he  had  heard  of  "that  situation 
months  before  McCann 

The  Chairman.  No  ;  1  am  talldng  with  reference  to  your  convena- 
tion  with  Mr.  McCann. 

Mr.  Fri.LKR.  Well,  that  had  been  noised  around,  as  Mr.  Fisher tef 
of  it  months  before  Mr.  McCann. 

The  Chairman.  Yes. 

Mr.  Fi  LLER.  Mr.  McCann  apparently  did  not  know  of  it,  because 
he  was  very  grateful  for  tiie  information. 

The  Chairman.  1  see.    Well,  had  you  talked  with  Mr.  Fisher  before 
you  talked  with  Mr.  McCann? 

Mr.  Fuller.  No,  sir;  I  never  saw  Mr.  Fisher  until  July. 

The  Chairman.  You  said  it  was  noised  around  before  that 

Mr.  Fuller.  Well,  that  is  what 

The  Chairman.  Had  you  heard  it  before? 

Mr.  Fuller.  Oh,  yes. 

The  Chairman,  trom  whom? 

xMr.  Fuller.  From  Mr.  Sands. 

The  Chairman.  Well,  from  anybody  else? 

Mr.  Fuller.  Why,  no. 

The  Chairman.  How  do  you  know  it  was  rumored  aroum 
noised  around? 

^Ir.  Fuller.  Well.  I  only  know  that  Mr.  Fisher  made  that  s^^i^W 
Aient  here,  and  I  was  trying  to  correct  it.  The  impression  see^^^/,^ 
to  have  gotten  out  that  I  stirred  this  thing  up,  and  it  is  not  thetn^ 

The  Chairman.  How  do  j^u  know  it  is  riot  the  truth?  r 

Mr.  Fuller.  W^ell,  if  Mr.  Fisher  is  telling  4;he  truth,  then  one  ^ 
us  is  not;  that  is  all.    I  accept  my  portion , 

The  Chairman.  You  say  you  only  know  that  this  story  wasnoisP^ 
around  before  you  told  Mr.  McCann  from  Mr.  Fisher? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Did  you  hear  it  from  anybody  else? 

Mr.  Fuller.  No,  sir. 

The  Chairman.  Well,  then,  aside  from  what  you  heard  Mr.  Fishtf 
testify,  how  do  you  know  that  the  story  was  gomg  the  rounds  befoie 
you  told  it  to  Mr.  McCann? 

Mr.  Fuller.  I  had  no  knowledge  of  it. 

The  Chairman.  I  see.  So  you  are  relying  upon  what  Mr.  Fisher 
said  when  he  had  his  interview  with  Admiral  Benson? 

Mr.  Fuller.  Yes,  sir;  but  Mr.  Fisher  tol3  me  the  first  day  that  he 
met  me 

The  Chairman.  Yes ;  I  say  you  are  relying  upon  what  Mr.  Fisher 
said? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Did  you  have  yourself,  or  any  concern  with  which 
you  w^ere  connected,  any  contract  with  the  Emergency  Fleet  Corpon- 
tion  for  shipbuilding  or  equipment? 

Mr.  Fuller.  I  was  the  president  of  the  Bowen  Anchor  Co.,  which 
was  later  reorganized  and  named  the  Morton  Steel  Casting  Co.,  and 
we  had  a  tentative  contract  for  anchors.  We  were  instructed  to  go 
ahead  and  build  a  plant  and  start  in  to  manufacture  anchors,  first 
making  some  and  having  them  handed  over  to  Lloyds  and  the  Aineri- 
C2kn  Bureau  of  Shipping  for  tests. 


i; 
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^^  Chairman.  Well,  you  did  have  a  contract? 

^*  PcxLER.  Yes,  sir.     Well,  it  was  tentative,  though,  Mi*.  Chair- 

0  subject  to  this  test.     That  was  the  joker. 

/^  Chairman.  Well,  was  it  a  signed  contract? 

p'-  iHiXER.  Uh,  yes,  sir. 

^^  Chairman.  You  had  a  signed  contract,  but  it  was  conditional 

J^  Some  terms  or  requirements? 

>.^'  Fuller.  That  is  it ;  yes,  sir. 

f^^  Chairman.  And  was  that  contract  fulfilled? 

^'  ^^  iJLLER.  Xo,  sir.     We  were  instructed  to  make  sample  anchors, 

^\^  did,  and  submitted  them  to  Lloyds  and  the  American  Bureau 

'^Pping;  and  my  best  recollection  of  this  is  that  Lloyds  gave  us 

'^  ^>ill  of  health  and  passed  our  anchor.    The  American  bureau 

Pr>ing  passed  it  and  then  withdrew  their  official 

Ofiairman.  Approval? 
-f^^xrr.LER.  Approval;  yes,  sir. 
^^hairman.  When  did  this  happen? 

'^  XTi^LER.  Well,  this  was  around  in  1918,  in  the  summer,  the 
^^xid  summer,  some  place  along  in  there.     There  are  records 
l^t,  Mr.  Walsh. 

^H AIRMAN.  Was  Mr.  Sands  connected  with  that  concern,  too? 
*p^TJLLER.  Yes,  sir ;  Mr.  Sands  was  in  that  with  me* 
^hairman.  Was  he  treasurer  of  the  concern? 
*^  Xjller.  I  do  not  think  so. 
^HAiRMAN.  Or  just  a  stockholder? 
^TILLER.  No,  sir;  he  was  just  one  of  the  directors. 
^    Chairman.  One  of  the  directors.    Do  you  know  why  the 
^"^'al  was  withdrawn?     Have  you  any  facts  or  information  on 

^-  FuijLER.  Well,  there  were  very  peculiar  circumstances  to  that. 

<^ompany 

^^e  Chairman.  Well,  do  you  know,  Mr.  Fuller? 

r.  Fuller.  Well,  yes,  sir;  but  I  would  have  to  qualify  it. 

he  Chair^ian.  What  was  the  reason  ? 

T.  Fuller.  Well,  a  fellow  approached  me  and  wanted  me  to 

3  across. 

le  Chair^i AN.  A  fellow  ? 

r.  Fulj^er.  Yes;  a  man  who  represented  himself  as  an  agent  of 

Sharp,  of  the  American  Bureau  of  Shipping. 

le  Chairman.  Well,  did  you;  did  you  come  across? 

r.  Fuller.  No,  sir. 

le  Chairman.  And  you  never  furnished  the  anchors? 

r.  Fuller.  No,  sir. 

le  Chairman.  Have  you  any  questions,  Mr.  Kelley? 

r.  Kelley.  How  long  have  you  known  Mr.  Sands  ? 

r.  Fuller.  Why,  since  1912  or  1913,  I  think.     Maj'be  it  does 

ro  back  quite  that  far,  but  that  is  my  best  recollection. 

r.  Kelley.  Do  you  consider  him  a  very  reliable  and  trustworthy 

? 

r.  Fuller.  "Why,  yes,  sir,  Mr.  Sands ;  certainly.    He  was  always 

le  level  with  me. 

r.  KellI':y.  Do  you  think  you  would  testify  that  he  is  just  the 

of  man  that  a  young  man  ought  to  get  connected  with  ? 
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"Mr.  FuiJj^R.  I  felt  that  way ;  yes,  sir. 

Mr.  Kelley.  Do  you  still  feel  that  way? 

Mr.  FrT.LER.  Well,  I  don't  think — of  course,  a  situation  has  arisa 
which  might  put  a  different  feeling  in  one's  mind;  but  as  farasSr. 
Sands  is  concerned,  I  trust  him  implicitly,  and  think  he  is  a  very 
hiffh  type  of  gentleman. 

Mr.  Kei.ley.  Do  you  think  a  man  who  would  pay  an  employee  rf 
the  KShipping  Boar  J,  two  employees  of  the  Shipping  Board,  to  assis 
in  obtaining  a  contract,  would  be  a  high-class  gentleman? 

Mr.  FuTiLER.  That  was  wrong,  dead  wrong,  and  a  very  gross  error: 
but  I  have  not  gotten  to  a  place  in  my  life  where  I  want  to  throw  of 
a  friendship  because  a  man  made  a  mistake. 

Mr.  Kelley.  You  do  not  approve  of  that  transaction? 

Mr.  Fulij=:r.  No,  sir. 

Mr.  Kelley.  Well,  the  only  evidence  you  have  that  Mr.  Bolliiig 
was  in  any  way  connected  with  it  is  what  Mr.  Sands  told  at  the  time 
you  talkecl  about  purchasing  these  notes,  and  at  the  time  one  of 
was  cashed  ? 

Mr.  Fuller.  That  is  right,  sir. 

Mr.  Kelley.  And  that  was  what  Mr.  Sands  said  in  each  case! 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  That  is  all,  Mr.  Fuller. 

Mr.  Meehan. 

TESTIMONY  OF  MR.  JOHN  T.  MEEHAN— Becalled. 

The  Chairman.  Mr.  Meehan,  did  you  have  occasion  to  make  in 
investigation  of  the  alleged  transaction  between  the  Downey  Ship- 
building Corporation,  Mr.  Sands,  and  Mr.  Cranor  involving  it- 
Boiling  and  Mr.  Sisler? 

Mr.  Mekiian.  Yes,  sir. 

The  CuAHiMAN.  When  did  you  first  start  that  inquiry? 

Mr.  Meehan.  I  first  heard  statements  reflecting  upon  Mr.  Bollin?  j 
from  i[r.  Fisher  at  the  time  that  I  was  stationed  at  Philadelplu*- 
At  that  time  we  had  no 

The  Chairman.  AVoll,  now,  when  was  it;  when,  I  say? 

Mr.  Meehan.  I  should  say  perhaps  in  January,  1920,  or  prior  to 
that  time.  At  that  time,  ilr.  Chairman,  our  department  had  no 
supervision,  as  I  explained  the  other  day,  .over  matters  affecting  tk 
Shipping  T^oard  and  the  Division  of  Operations,  and  it  was  not  until 
after  1  went  to  Washington  about  the  15th  of  Fel>ruary,  I  believe, 
that  we  took  up  those  matters. 

The  Chairman.  In  Februarv  did  vou  undertake  an  inve^tiffationl 

Mr.  Meehan.  T  did.  In  Februarv,  after  I  went  to  Washington,! 
had  been  some  weeks,  when  T  went  to  see  Mr.  Tweedale,  at  that  tiiw 
Treasurer  of  the  United  States  Shipping  Board,  and  told  him  that 
I  had  heard  some  things  reflecting  upon  Mr.  Boiling.  Up  to  thai 
time  we  had  not  the  details,  as  they  were  later  brought  out  in  thi 
conference  between  McCann,  Schwarzkopf,  and  Sands,  but  more  o: 
less  rumors  that  Boiling  had  gotten  some  money  somewhere  or  othe 
through  Tucker  K.  Sands.  That  was  about  the  extent  of  our  infor 
mation.  Mr.  Tweedale  told  me  that  he  had  talked  the  matter  o^t 
with  Fisher,  that  he  had  investigated  it  thoroughly,  and  that  as  ; 
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□a.SLt;ter  of  fact  Boiling  had  come  to  him  and  told  him  about  these 
stories,  and  that  he  was  satisfied  that  there  was  no  basis  to  them. 

'owney's  name  was  not  connected  with  it  at  first — just  that  Boll- 
had  gotten  some  money  through  Tucker  K.  Sands.     I  had  an 
i-Dapression  that  perhaps  it  had  something  to  do  with  the  matters  that 
under  investigation  at  the  time  of  the  so-called  "  leak  "  inquiry ; 
Boiling's  partner,  Robertson,  after  they  had  dissolved  that  brok- 
_;e  copartnership,  had  gone  into  the  shipbuliding  business  and  was 
I>r^esident  of  the  White  Haven  Shipbuilding  Co.  in  Maryland.    There 
5  a  man  associated  with  him  by  the  name  of  Beckerly,  who  formerly 
with  the  American  Bridge  Co.  at  Kansas  City,  and  during  a  great 
of  the  war  was  district  supervisor  of  the  Emergency  Fleet  Cor- 
poration- in  Baltimore  in  charge  of  wood-ship  construction  in  that 
o.istrict.    I  had  had  occasion  to  investigate  Beckerly,  and  Beckerly 
^ad   come  to  me  several  times  after  he  got  out  of  the  Shipping 
^oard — he  was  discharged  rather  peremptorily — to  inquire  what  1 
^a,d  on  him ;  and  after  I  was  in  Washington,  knowing  that  Beckerly 
**a<l  ^ne  with  Robertson,  I  thought  if  Boiling  had  gotten  any  money 
Ml  any  way  that  probably  Robertson,  who  was  a  partner  of  his  in  the 
■^I'okerage  business,  would  know  about  it,  and  inasmuch  as  Beckerly 
'^^as  anxious  to  know  what  I  had  on  him,  why,  I  decided  it  would  be 
^  Rood  thing  to  play  Beckerly. 

So  I  arranged  to  meet  Beckerly  and  talked  with  him  on  several 
^^^^^casions,  and  eventually  went  into  the  question  confidentially  and 
^sked  him  if  I  could  talk  to  him  confidentially,  and  he  gave  me  his 
^'ord  of  honor  that  he  would  never  mention  it.  And  then  I  told 
'^^ixi  that  reports  had  reached  me  that  Wilmer  Boiling  had  gotten 
^^nie  money  from  Tucker  K.  Sands  in  some  way  or  other,  and 
^hat  Tucker  Sands  had  handled  some  notes  in  wliich  Boiling  and 
^tJxer  i)eople  were  interested. 

,  He  told  me  then  about  his  relation  with  Robertson  and  the 
V^okerage  concern,  and  agreed  to  go  over  to  his  place  of  business 
^^  Maryland  and  look  over  the  papers  and  come  back  and  give  me 
^^^  full  inside  story  of  it.  He  came  back,  and  I  had  another  con- 
^^rence  with  him,  and  he  assured  me  that  Boiling  got  nothing  out 
^f  it. 

The  Chairman.  Out  of  what? 

Mr.  Meeiian.  Out  of  any  of  those  notes;  and  lie  explained  to 
^e — at  that  time,  of  course,  we  had  not  heard  this  later  story,  and 
X  thought  it  all  grew  out  of  the  old  brokerage  transaction — lie  ex- 

l:)lainea  to  me  that  Sands  was 

The  Chairman.  Beckerly  was  doingthis  explaining  now  ? 
Mr.  Meehan.  Beckerly  was;  and  Beckerly  told  me  that  Sands 
liad  been  a  dummy  for  Boiling  and  Robertson  and  the  other  partner 
in  the  brokerage  deal  in  order  to  not  let  it  become  known  just  what 
thev  were  doing;  and,  as  I  understood  it,  they  bought  a  membership 
Sn  'the  Stock  Exchange  or  the  Consolidated  Exchange  or  some- 
thing  

The  Chairman.  That  has  got  nothing  to  do  with  these  notes  or 

the  Downey  transaction. 

Mr.  Meehan.  Anyhow,  from  that  transaction  I  believe  Beckerly 
told  me  the  truth ;  I  was  satisfied  Boiling  had  nothing  to  do  with  it. 
And  later  I  heard  the  story  again. 
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Tlie  Chairman.  Mr.  Meehan,  was  that  partnership  in  existow 
at  that  time — this  brokerage  partnership? 

Mr.  Mkkiiax.  Well,  it  has  not  been  settled;  but  Boiling  was oi 
of  it,  I  was  informed  by  Beckerly. 

The  Chairman.  All  ri<i;ht. 

Mr.  Meehan.  Later  the  matter  came  up  a<jain,  and  I  had  anotte 
talk  with  Tweedale,  and  I  think  I  talked  with  Mr.  (fillen  about  it 
Anyway,  I  went  down  and  had  a  talk  with  Boiling;  sent  fc 
Boiling  and  asked  him  to  come  down  to  my  office.  There  was  sob 
Ian  at  that  time  to  name  Tweedale  comptroller,  and  I  heard  tli 
Ir.  Tweedale  was  going  to  name  Boiling  treasurer. 

I  went  back  to  Mr.  Tweedale  in  his  office,  in  the  night,  and  toll 
him  I  thought  I  would  like  to  go  into  that  a  little  further,  bectia 
if  there  was  any  truth  in  it  I  thought  it  would  be  a  very  bad  idea  to 
make  Boiling  treasurer  of  the  Shipping  Board,  that  the  matter  «•■ 
tinually  came  up.  Tweedale  again  assured  me  that  he  had  gone  into 
it  and  the  matter  had  been  investigated  by  the  Department  of  Justiai^ 
at  the  time,  some  year  before,  and  that  he  regarded  it  as  a  bli4-|* 
mailing  scheme  on  the  part  of  Sands.  I' 

The  Chairman.  AVhen  was  this  he  told  you  this?  1^ 

Mr.  Meehan.  This  was  about  April  or  May,  this  year.  Myntji 
it  was  just  a  few  davs  before  Tweedale  was  made  comptroller  of  ik 
Shipping  Board.  liut  I  sent  for  Boiling,  had  him  come  downtoBf 
office,  and  I  told  him  that  it  was  a  rather  delicate  matter;  but  thai 
stories  had  reached  me  from  various  sources  and  I  wanted  to  ^o  into 
it.  Boiling  said  he  was  very  glad  I  had  brought  it  up  and  saidthti 
the  matter  had  ailready  been  investigated  by  the  Department  of  Jus- 
tice. I  said,  "  AVell,  have  you  any  objection  to  snowing  me  yoor 
Ijooks  and  papers  i  "  He  said,  "  Not  a  bit."  I  said,  "  Well,  we  thB 
go  right  up  to  your  office  now.  Have  you  got  them  here,  your  priTste 
records^  "    And  he  said, ''  Yes;  I  have." 

And  I  went  up,  and  he  called  a  young  man — I  believe  his  nameii 
Fitzgerald — and  said,  "I  wish  you  would  open  the  safe  andletllr- 
Meehan  get  these  j)apers."  1  got  some  papers  out  of  the  safe  tfJ 
went  into  Boiling's  office,  and  among  the  papers  in  the  safe  w«3i 
letter  addressed  to  William  (ir.  McAdoo,  an  anonymous  commimki- 
tion,  on  the  letterhead  of  the  McAlpin  Hotel  in  ?few  Y5rk.  I  think 
it  was  sent  some  time  in  November,  1918,  in  which  the  statement  wtf 
made  that  Boiling  was  mixed  up  with  some  commission  deal  invok- 
ing the  Downey  Shipbuilding  Corporation. 

Boiling  told  me  that  previous  to  the  receipt  of  that  letter  by  Mr. 
McAdoo  ho  had  received  an  anonvmous  commimication,  or  that  Mr 
Tumulty  had  received  one,  and  called  him  over  and  spoke  to  n* 
about  it.  It  was  along  the  same  lines.  And  he  told  Tumulty  attk 
time  that  he  thought  that  the  thing  to  do  was  to  turn  it  over  to  tk 
Department  of  Justice  and  have  an  investigation.  And  Tumnto 
explained  to  him  that  he  had  destroyed  the  letter,  and  said, ''K^ 
wei-e  you  I  would  not  l)()ther  with  it."  He  said  he  explained » 
Tumulty  at  that  time  that  Tucker  K.  Sands  had  been  trying  toblai* 
mail  him,  in  order  to  force  him  to  use  his  influence,  Boiling's  ij* 
fluence,  with  his  brother-in-law,  the  President,  and  have  the  Pw?" 
dent  (lirect  the  Attorney  General  to  drop  a  prosecution  of  Sands  i» 
the  District  of  Columbia. 
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5  Chairman.  At  what  time? 

Meehan.  In  1918,  at  the  time  Tumulty  had  receii 
And  the  letter  that  was  in  his  safe,  addressed  to  Mci 
ned  me  had  been  taken  over  by  him  to  the  Attorney  G 
and  the  Attorney  General  at  that  time  assigned  Mr.  1 
pson,  a  special  Assistant  Attorney  General,  and  tl 
pson  had  called  in  Mr.  Bielaski,'who  was  Director  of  th 
)n  Bureau  of  the  Department  of  Justice,  and  that  later 
s  returned  to  him  by  Mr.  Thompson,  who  stated  that  tl 
>n  had  developed,  to  the  satisfaction  of  the  Department 
lat  there  was  no  truth  in  it,  and  that  they  were  of  the 

was  a  blackmailing  scheme, 
ling  then  went  over  with  me 

Chairman.  Well,  did  you  find  anything  else  in  his 
s  this  anonymous  letter? 

Meehan.  Yes;  he  went  over  his  papers  there  in  coi 
his  house  that  he  built  for  Sands,  and  showed  me  vari< 
notes,  etc.,  there,  and  communications,  showing  that 
Nations  with  Sands  for  some  number  of  years  before 
he  Fleet  Corporation,  explaining  this  house  transacti 
lat  the  only  money  he  ever  got  from  Sands  at  all  in  a 
L  coni;ection  with  the  payment  Sands  had  made  on  ac( 
use. 

Chairman.  Just  there,  he  showed  you  the  papers  in 
ith  the  house  transaction  ? 
Meehan.  Yes. 

Chairman.  And  explained  what  that  transaction  was' 
Meehan.  Yes,  sir. 

Chairman.  And  showed  you  canceled  notes  that  Mi 
lid? 

Meehan.  Well,  no ;  I  don't  know  that  he  showed  me  < 
but  he  had  an  account  there. 

Chairman.  Oh,  he  showed  you  entries  on  the  accouni 
Meehan.  That  there  had  been  renewals  of  notes — that 
—and  he  had  the  dates  showing  the  various  times. 

originally  gave  him  a  note  for  $6,000,  made  a  paymei 
en  that  note  was  renewed,  and  at  this  time,  as  I  recal 
educed  to  something  like  $1,500,  or  somewhere  arounc 
at  Sands  still  owed  him  money  on  that  note. 

then,  among  the  other  papers  in  his  safe  was  a  carbon 
r  addressed  by  him  to  Tucker  Sands  along  about  th 
ir,  1918,  in  which  he  declined  to  intercede  in  Mr.  Sands 

Chairman.  See  if  that  might  have  been  the  origina 
jrhich  you  saw  [showing  witness  letter]  ?      .   . 
Meehan.  I  should  say  that  that  is  the  original.     An 
ry  much  similar. 

Chairman.  That  is  the  letter  identified  by  Mr.  banc 

lation  Saturday.  ,_     ^.    . 

Meehan.  Yes.    What  is  the  date  of  that,  Mr.  Chairmi 
Chairman.  The  18th  of  October. 
Meehan.  1918? 
Chairman.  Yes,  sir. 
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Mr.  Meehax.  Well.  I  talked  the  matter  over  then  with  AdDinl|*i 
Benson.  Admiral  I^nson  explained  to  me  that  Mr.  BoUin^yl^ 
voluntarily  come  to  him  before  accepting  the  appointment  of  tn» I*] 
unr,  told  him  these  stories,  and  the  admiral  was  satistieil  withtlttl-i 
I  told  the  admiral,  even  after  talking  with  Bulling,  that  it  Appnnil{ 
\Qvy  much  to  me  as  if  there  was  an  attempt  to  threaten  Boiling  vilk|j; 
exposure  unless  he  used  his  inflifence  with  the  President  to  ha\'eSi&]i 
relieved  from  prosecution,  and  it  hapi)ened  that  among  the  tm 
first  investigations  conducted  by  our  aepartment,  which  was  » 
ducted  by  Mr.  Richardson,  in  April,  1918,  I  jgot  a  verv  definite* 
pression  from  that  investigation  that  Mr.  Tucker  K.  Sands  11 
crooked,  and  that  was  in  connection  with  the  Atlantic  Life  BoatCa 

As  a  result  of  the  investigation,  we  ivc^ommended  that  thecontnd 
Ik?  *cancele<l,  and  I  l)elieve  it  was  canceled.  Sands  at  that  time li 
doing  business  with  a  man,  I  believe,  by  the  name  of  Mickey.nl 
on  account  of  the  information,  the  impression  that  I  had  obt^ 
from  that  investigation  in  April,  1918,  of  Tucker  K.  Sands,  plusli 
later  indictment  for  violation  ol  the  national  banking  laws,  I  rt 
not  inclined  to  go  further  with  an  invi^tigation,  inasmuch  as  Sink 
was,  1  thought,  not  a  nuin  to  be  trusted. 

Later  Mr.  Schwarzkopf  and  Alfred  W.  McCann.  of  the  New  Yak 
Globe,  came  to  see  me — oh,  just  before  that,  I  heard  that  Mr.  McCm. 
who  was  then  publishing  a  series  of  articles  on  the  Shipping  Boiii 
was  going  to  i)ul)lish — 1  rememl)er  that  was  in  May — an  article baai 
upon  these  rumors  involving  Mr.  Boiling,  and  I  heard  that  his  a- 
f  ormant  was  one  Frank  Fuller,  a  man  whom  up  to  that  time  I W 
not  heard  of.  I  made  some  inauiry,  however,  and  found  thatFriik 
Fuller  had  been  convicted  on  a  cnarge  of  forgery,  I  believe^  orutteriM 
forged  instruments,  in  Washington,  D.  C,  in  December,  1919,  ua 
my  informant  stated  that  Fuller,  in  telling  his  story^to  McCann,l»il 
backed  it  up  with  this  statement,  that  he  could  substantiate  it  I? 
Sands  himself. 

I  talked  this  matter  over  with  Mr.  Fisher,  and  finally  decided  t» 
send  one  of  the  men  in  my  office  to  Mr.  McCann,  to  tell  him  thatii 
he  had  an}^  infonnation  that  w^as  susceptible  of  corroboration  I  wonB 
be  glad  to  have  it,  but  that  I  was  informed  that  his  informant  intffl 
case  was  one  Frank  Fuller,  and  that  I  wanted  Lieut.  Hart,  wb 
went  to  him,  to  tell  him  that  Fuller  had  been  convicted. 

Mr.  McCann,  according  to  the  story  brought  back  to  me  by  Jfr- 
Hart,  had  some  very  uncomplimentary  things  to  say  about  me.  ^ 
the  time  he  rather  got  the  impression  that  I  was  part  of  the  M 
down  there  and  was  up  to  covering  Mr.  Boiling  up.  Mr.  Hart  trijl 
him  that  he  had  known  me  for  15  or  "20  years  and  tuat  he  thoujhtte 
impressions  were  wrong.  Mr.  McCann  stated  that  it  was  a  Iw^ 
Fuller  had  been  convicted,  that  he  luul  talked  the  matter  overwift 
Fuller,  and  Fuller  had  not  been  ccmvicted,  but  had  assured  him  tW 
he  had  been  acijuitted  in  Washingtim. 

The  CiiAiKMAN.  That  is  what  he  told  Hart.  Now,  what  have?* 
that  was  told  you? 

Mr.  Meehax.  Well,  when  McCann  came  to  see  me  he  also  repeiw 
to  me  what  Hart  told  me  he  told  him  to  the  effect  that  I  was  ww< 
in  saying  Mr.  Fuller  had  l)een  convicted.  I  called  for  my  file  and  W 
a  certified  transcript  of  the  court  record,  and  I  told  McCann,  I •■? 
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1,1  "did  not  go  over  and  make  this  transcript  myself,  but  I 
'^  it  to  be  true.  I  sent  a  very  reliable  man  over."  And  he  said, 
!•  you  are  all  wrong,  because  Fuller  was  acquitted."  I  said, 
1,  the  record  does  not  show  it,"  and  I  said,  "  Here  is  the  record, 
l^e  courthouse  is  but  a  very  few  blocks  from  here,  and  I  would 
St  you  go  over  and  see  it. 

.  McCann  talked  with  me  a  while  and  pulled  a  letter  out.  He 
[Tiite  a  lot  of  photostats  of  things  that  Fuller  had  turned  over  to 
according  to  his  statement,  largely  dealing  with  Fuller's  rela- 

with  P.  D.  Armour,  ir.,  and  the  questions  that  led  up  to  his 
oution.  And  among  the  other  things  he  pulled  a  letter  out  on 
[>ing  Board  paper  addressed  to  Mr.  Fuller  and  signed  R.  W. 
ng.  McCann  asked  me  if  I  recognized  that  signature,  and  I 
bim  I  was  satisfied  that  was  Mr.  Boiling's  signature,  and  in  the 
" — it  was  a  rather  friendly  letter  addressed  by  Mr.  Boiling  to 
Puller,  and  I  think  it  referred  to  the  fact  tnat  he  and  Mrs. 
ng  had  been  out  of  the  city  and  on  returning  had  found  a  gift 

Mr.  Fuller  and  thanked  him  for  a  box  of  soap,  etc. 
iCann  said,. "Well,  does  that  prove  that  Boiling  is  a  crook?" 
d,  "  I  don't  think  so,  Mf.  McCann."  I  said,  "  From  what  I  have 
1  about  that  man  Fuller — he  represented  this  Columbia  Hotel 
Ay  Co. — I  have  an  idea  that  he  sent  boxes  like  that  to  a  good 
r  people  around  here,  including  officials."  "Well,"  he  said, 
shan,  you  are  an  old  newspaper  man  and  you  have  got  sense 
gh  to  read  between  the  lines.''    He  said,  "You  see  more  than 

in  it;  you  see  enough  to  show  you  that  Wilmer  Boiling  is  a 
c."  I  said,  "No;  I  don't  see  it."  He  said,  "Well  read  it  over 
1,"  and  I  did.  He  said,  "  Now  you  confess  that  you  don't  see 
aing?  "  I  said,  "No;  I  think  Boiling  perhaps  was  indiscreet  in 
ng  that  letter."  He  said,  "  Well,  what  do  you  think  he  meant 
ind  so  forth,'  where  he  thanks  Fuller  for  a  box  of  soap,  etc.  ?  '^ 
11,"  I  said,  "  does  Fuller  state  that '  and  so  forth  '  indicated  some- 
r  else  ?  "    And  McCann  declined  to  say. 

;  and  Schwarzkopf  then  conferred  for  a  few  minutes,  and 
aim  wanted  to  know  of  Schwarzkopf  whether  he  thought  it  was 
h  while  going  any  further  with  me,  as  if  he  rather  had  the  im- 
;ion  that  I  was  rather  trying  to  shield  Mr.  Boiling.  However, 
d  Mr.  McCann  that  I  would  go  further  in  an  investigation  of 
Boiling  than  perhaps  any  other  man  whose  name  had  been 
^ht  into  our  division,  because  of  his  relation  and  his  position, 
.  did  not  feel  like  pursuing  the  thing  further  on  the  uncorrobo-^ 
1  testimony  of  men  that  I  regarded  as  incredible. 
;Cann  then  pulled  from  his  grip  what  purported  to  be  an  affi- 
:  signed  by  Tucker  K.  Sands,  sitting  some  distance  from  me,  and 
ad  it.  When  he  read  it  I  said,  " Is  that  signed?"  And  he  said, 
;  but  Mr.  Sands  is  to  sign  it.    We  are  going  right  back  to  his 

now,  and  he  is  going  to  sign  it."  "  Well,"  I  said,  "  bring  it  in 
I  he  signs  it."  I  said,  "  If  Sands  signs  that,  if  you  are  telling 
;ie  truth  and  Sands  signs  that,  I  think  we  will  go  further  with 
tnatter." 

»11,  I  saw  Mr.  Schwarzkopf  and  Mr.  McCann  at  their  hotel,  the 
yettc,  the  following  morning,  and  Sands  had  not  signed  it,  but 
were  going  back,  they  claimed  that  they  had  not  seen  him,  that 
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he  was  not  in  his  office,  that  they  were  going  back  over.  And  I  wal 
3ver  to  the  Department  of  Justice,  and  later  they  showed  up  in  m 
office  with  the  unsigned  affidavit,  and  I  asked  permission  to  photfr  I  ec 
Stat  it,  which  was  done;  and  later  they  went  back  to  Sands, I belinii 1 0 
and  left  tlie  original  with  him.  And  they  then  made  an  affidiTi^li 
the  two  of  them,  John  Schwarzkopf  and  Alfred  W.  McCann,totli|k 
effect  that  the  contents  of  this  affidavit  as  drawn  up  and  notsigMd,|i< 
were  based  upon  information  given  to  them  in  Sands's  office.  lasUlij 
Mr.  McCann  what  lie  proposed  to  do  about  it.  He  said  thathe4d|i 
not  know  just  what  he  would  do,  that  he  would  probably  make  it 
public;  when  the  Downey  suit  against  the  New  York  Globe  came  10 
trial. 

And  after  that  matter  came  up  I  called  Mr.  Boiling  down  in  mj 
office  again,  had  another  talk  with  Admiral  Benson,  and  called  Mr. 
Boiling  down  in  my  office,  and  told  him  that  Sands  had  madei 
statement  of  this  kind.  I  went  up  to  Boiling's  office  with  him,  and 
read  over  the  statement.  Boiling  again  w^ent  over  with  me  all  tk 
facts  that  he  had  previously  gone  over,  and  I  was  still  of  the  opinioi 
that  Boiling  was  the  victim  of  attempted  blackmail.  Boiling  hn 
the  appearance  of  being  a  much  younger  man  than  they  tell  me  In 
is;  I  heard  some  one  say  the  other  day  that  he  was  40  ye^rsof  ap. 
He  does  not  look  that,  and   does  not  appear  to  be  Uiat. 

I  went  back  and  talked  to  the  Admiral  about  it  afterwards. 

The  (^iiAiRMAN.  When  was  this? 

Mr.  Meeiian.  This  was  in,  I  should  say,  some  time  around  the  1st 
of  June.  • 

The  Chairman.  This  year? 

Mr.  Mekhax.  Yes;  and  1  got  in  touch  again  with  this — I  talkedit 
over  with  Mr.  Fisher;  and  we  both  were  a  little  bit  puzzled  about tb 
two  sets  of  notes,  the  Downey  notes  and  the  so-called — the  notes  tW 
arose  in  connection  with  Kobertson  and  Boiling 

The  Chairman.  Stock  brokerage? 

Mr.  Meehan.  Stock  brokerage  business;  so  I  sent  for  this  IM> 
Beckeily.  I  told  Beckerly  that  I  was  not  thoroughly  satisfied  wiA 
this  thing  and  I  wanted  him  to  deliver  to  me — Beckeflv  told  inethrf 
in  order  to — that  Sands  had  threatened  exposure  of  Boiling  ani 
Rol)erts(>n  unless  they  paid  him  $25,()00  fee  for  acting  for  them  in 4* 
brokerage  business. 

The  Chaihmax.  We  will  stop  for  a  few  minutes  and  take  a 
recess. 

A  short  recess  was  here  taken.) 

he  Chaihman.  Now,  if  you  will  proceed,  Mr.  Meehan. 

Mr.  Meeitan.  Where  was  I? 

(Last  sentence  read  by  reporter.) 

Mr.  Meeiian.  As  I  explained,  Beckerly  told  me  that  Sands  W 
threatened  ex])()sure  of  Boiling  and  Robertson's  dealings  in  4* 
brokerage  business  unless  he  was  paid  a  fee  or  commission  of  $25^ 
and  in  order  to  avoid  the  payment  thereof  and  to  conceal  from  Stf* 
certain  assets  of  the  coinpa'nv,  that  Bobertson  and  his  partner  W 
entered  into  a  contract  with  l^eckerly  and  had  turned  over  to  Brf' 
erly  as  a  dummy  all  of  the  assets  of  that  old  organization;  anil 
told  them  T  would  be  very  glad  to  see  all  the  papers,  and  there  wtf» 
some  things  in  question  with  them,  just  what  they  were  all  I  w^ 
could  get  the  straight  of  it;  and  he  agreed  to  send  them  to  me. 


■ii 
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3  Chairmak.  Who— Beckerly  did  ? 

Meehan.  Beckerly.    And  after  Beckerly  left  my  oflSce,  I  shad- 

him — had  him  shadowed.  He  asrreed  to  say  nothing  to  Rob- 
i,  Boiling,  or  anyone  else.  But  he  left  my  office  and  went  to 
ig's  office.  He  was  in  Boiling's  office  for  perhaps  a  couple  of 
.  About  three  or  four  days  later  he  wrote  me  a  most  unusual 
,  something  to  the  effect  that  the  matter  I  was  investigating, 
ing  Mr.  Robertson,  etc.,  why,  he  had  no  further  information, 
)n  it.    I  rather  felt  that  Beckerly  had  no  right  to  write  me  a 

like  that  in  connection  with  an  investigation  of  men  occupying 
^h  a  position  as  Mr.  Boiling  occupied  at  the  time, 
other  step  I  took  after  talking  with — and  I  have  never  seen 
?rly  since. 

other  step  I  took  after  talking  with  McCann  and  Schwarzkopf — 
inn,  in  his  statement  to  me,  appeared  to  be  so  certain  that  this 
Fuller  had  been  framed,  as  he  put  it,  in  the  trial  at /Washington, 
hat  he  was  not  a  crook;  that  he  was  painted.  I  made  an  effort 
to  investigate  Fuller  independently,  to  see  if  there  was  any  truth 
?Cann's  theory,  and  if  Fuller  was  a  man  any  credence  could  be 
d  in.  I  was  informed  that  Fuller  at  one  time  was  a  director  of 
Washington  Hotel  Co.  I  knew  Mr.  RobeiirDowns,  the  president 
e  company,  very  well,  and  have  known  him  for  a  number  of 
,  when  he  was  manager  of  the  Shoreham  Hotel,  and  I  went  over 
r.  Downs's  hotel,  the  Washington,  and  spent  about  six  hours 
him.  and  Downs — from  what  Downs  told  me,  I  had  my  previous 
on  of  FullcTr  fully  emphasized.  Downs  told  me  that  Fuller  had 
ver  one  of  those  so-called  P.  D.  Armour,  jr.,  notes  on  him,  and 
in<lei)endent  of  the  matter  that  Fuller  was  tried  on  in  court  he 

prove  that — he  thought  that  note  was  a  forgery;  anyhow,  he 
o  pay  it ;  P.  D.  Armour  denied  it  and  Fuller  said  he  paid  $2,000 
.  And  so  after  talking  with  Downs  I  talked  the  matter  over 
Mr.  Fisher,  and  I  am  of  the  opinion  that  I  would  hardly  be 
intetl  in  going  much  further  with  the  investigation  or  state- 
3  made  by  two  men  who  I  could  not  put  any  credence  in. 
e  Chairman.  Xow,  if  this  charge  was  true  did  you  expect  Mr. 
ng  to  tell  you  "  Yes,  I  did  this,"  and  "  I  shared  in  the  proceeds," 

you  went  to  see  him  ? 

.  Meehan.  No  ;  but  you  can  tell  as  a  rule,  Mr.  Walsh,  I  think, 
aling  with  people  of  that  kind,  when  they  are  talking  to  you, 
ler  they  tell  you  the  truth ;  you  get  an  impression. 
e  Chairman!  Mr.  Boiling  did  tell  you  that  all  the  money  that 

er  received  from  Mr.  Sands 

.  Meehan.  Was  in  connection  with  his  house. 
e  Chairman.  In  connection  with  his  house? 
.  Meehan.  Yes;  but  I  would  like  to  say  here  that  the  statement 
ined  in  the  newspapers  Sunday  morning  as  emanating  from  Mr. 
Qg,  in  which,  if  he  was  correctly  quoted,  he  stated  that  Sands 
to  him  and  told  him  he  had  made  ^1,000  commission  in  connec- 
with  bending  machines  for  the  Downey  Co.,  and  offered  him 
and  that  later  he  took  $500  from  Sands  as  a  profit  on  the  house ; 
Mr.  Boiling  in  all  of  his  talks  to  me  made  no  reference  to  any- 

of  that  kind. 
B  Chairman.  That  is  the  first  time  you  ever  heard  of  it  ? 
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Mr.  Meehax.  The  first  I  ever  heard  of  it. 

The  Chairman.  Now,  did  you  talk  with  Mr.  Sisler? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Did  you  ever  hear  that  he  was  involved  in  tf 
note  transaction? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  But  you  never  talked  with  him? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Did  you  ever  talk  with  Mr.  Sands? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Did  you  ever  talk  with  Mr.  Fuller? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Did  you  ever  talk  with  a  Mr.  Musher? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Did  you  ever  confer  with  or  tal£  with  anv  oS 
of  the  Title  &  Trust  Co!  of  Connellsville,  Pa.  ? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Or  the  Takoma  Park  Bank,  Washin^on? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Or  of  the  Hanover  Bank,  New  York? 

Mr.  Meehan.  No,  sir. 

The  (^H AIRMAN.  Or  of  the  Com  Exchange  Bank,  New  York? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Or  Mr.  E.  E.  Gayno? 

Mr.  Meehan.  Not  about  this  matter. 

The  Chairman.  Not  about  this  matter? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  He  was  an  officer  of  the  Shipping  Board? 

Mr.  Meehan.  At  one  time  he  was  resident  auditor,  I  believe,  ( 
Downev  plant. 

The  Chairman.  Where?    At  the  Downey  plant? 

Mr.  Meehan.  Yes. 

The  Chairman.  Or  to  Mr.  J.  F.  Overend,  of  Baltimore? 

Mr.  Meehan.  I  have  talked  with  Mr.  Overend  a  good  deal. 

The  Chairman.  About  this  matter? 

Mr.  Meehan.  Not  about  this  matter,  because  I  never  heard  1 
that  Overend,  or  Gayno  either,  knew  anything  about  the  a 
note  transaction. 

The  Chairman.  You  have  never  heard  that  these  two  memb 
the  auditinnr  force  had  questioned  some  item  on  the  books  < 
corporation? 

Mr.  Meehan.  Well,  I  knew — yes;  I  knew  that  they  had;  th 
very  common  practice  for  the  resident  auditors  to  question 
items. 

The  Chairman.  You  knew  they  had  in  this  instance? 

^Ir.  Meehan.  Yes,  sir.^ 

The  Chairman.  Of  the  Downey? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  that  it  totaled  $40,000? 

Mr.  Meehan.  No:  I  knew  nothing  about  this  amount. 

The  Chairman.  But  you  have  talked  with  Mr.  Murtaugh 
this  matter,  and  Mr.  John  Cranor? 

Mr.  Meehan.  No;  I  didn't  know  that  Mr.  Murtaugh  ha 
knowledge  of  this  at  all  until  his  name  was  mentioned  here. 
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Chairman.  Or  any  officer  or  investigator  of  the  Department 
dee? 

Meehan.  Except  Mr.  Burke. 
Chairman.  Mr.  Burke? 
Meehan.  Who  is  now  with  us. 
Chairman.  Who  is  your  superior? 
Meehan.  Yes,  sir. 

Chairman.  Was  he  the  gentleman  who  made  the  investiga- 
)r  the  Department  of  Justice  ? 

Meehan.  No;  when  Burke  came  from  the  Department  of 
?  into  our  department,  I  took  this  matter  "iip  with  him  because 
r  really  considered  the  investigation  closed,  it  is  not  so  marked 
records. 

Chairmaj^  I  see. 

Meehan.  It  is  not  an  easy  investigation,  for  a  good  many  rea- 
nd  I  took  it  up  with  Mr.  Burke  and  he  had  no  recollection  of 
le  Department  of  Justice  and  stated  that  he  would  look  it  up ; 
did  and  later  informed  me  that  a  very  thorough  investigation 
en  made,  and  that,  under  the  direction  of  Mr.  Huston  Thomp- 
1  Mr.  Boiling  had  informed  me,  Mr.  Thompson  informed  him 
p  reached  the  conclusion  that  it  was  an  attempt  to  blackmail 
part  of  Sands,  or  Sands  and  Fuller,  or  one  of  them,  or  someone 
I  to  those  transactions. 
Chairman.  Now.  as  a  matter  of  fact,  you  haven't  made  any 

fation  yourself  oi  this  matter  at  all,  have  you,  Mr.  Meehan  ? 
Ieehan.  No  more  than  what  I  told  you. 
Chairman.  You  don't  call  that  an  investigation? 
Meehan.  Well,  if  I  had  allegations  made  against  a  man  of 
anding  at  all,  and  the  allegations  came  from  crooks,  or  men 
ave  been — or  are  under  indictment  for  violation  of  Federal 
s,  or  have  been  convicted,  why,  I  would  not  be  inclined  to  go 
with  an  investigation  of  that  Kind. 
Chairman.  I  know,  my  question  is,  you  have  not  made  any 

fation  as  such  ? 
Ieehan.  Well,  it  has  not  been  a  thorough  investigation,  per- 

Chairman.  Well,  it  was  investigating  a  crooked  transaction, 

it? 

Meehan.  Yes ;  alleged  crooked  transaction. 

Chairman.  You  would  expect  crooks  to  be  connected  with  it, 

I't  you  ? 

Meehan.  Yes,  sir. 

Chairman.  And  yet  the  existence  of  these  notes  was  stated, 

u  have  never  even  seen  them. 

Meehan.  No.  sir. 

Chairman.  Or  seen  records  of  them  ? 

Meehan.  No;  I  would  like  to  say  right  in  that  connection, 

lairman,  that  Mr.  Fisher  has  known  Alonzo  Tweedale  for  a 

nany  years  longer  than  I  have  known  him,  and  Mr.  Fisher 

e  that  Admiral  Benson  agreed,  that  he  felt  that  Mr.  Boiling 

t  guilty  of  anything,  but  was  the  victim  of  attempted  black- 

e  tnought ;  I  talked  over  with  Mr.  Fisher  just  what  I  told  you 

id  what  I  told  McCann  and  Schwarzkopf,  and  that  unless  they 
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had  some  corroborative  evidence  of  what  they  got  from  Fuller 
Sands,  on  account  of  the  character  of  those  men,  that  I  thoog 
would  very  likely  be  an  injustice  to  go  any  further  with  the  m 
because  a  Federal  investigator  going  around  inquiring  about 
person  has  a  tendency  to  reflect  upon  him,  and  I  didn't  feel  i 
justice  to  do  so  without  some  definite  information  from  a  pers 
some  reliability. 

The  Chairman.  Well,  it  is  a  very  serious  charge  going  the  r 
or  rumors  of  it  in  the  air 

Mr.  Meeiian.  Yes. 

The  Chairman.  That  a  member  of  the  Shipping  Board  ha 
ticipated  in  the  division  of  commissions  for  the  awarding  of 
tract,  particularly  when  one  of  the  individuals  involved  nap] 
be  a  brother-ill-law  of  the  Chief  Executive  of  the  Nation. 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  if  a  thorough  investigation  is  made 
Shipping  Board  or  the  Department  of  Justice,  don't  you  beli 
person  against  whom  the  chargas  have  been  made,  or  concernini 
these  statements  have  been  circulated,  is  entitled  to  have  not  c 
utmost  publicity  to  the  effect  that  the  investigation  is  going 
when  it  is  considered  that  if  he  is  innocent  that  he  should  b 
the  findings  of  the  investigators,  which  should  also  be  given  pii 

Mr.  Meehan.  Yes ;  I  do  not  think — I  think  it  is  a  very  goc 
that  the  matter  has  come  out. 

The  Chairman.  Now,  Mr.  Meehan,  you  have  been  condu 
great  many  investigations  for  this  Shipping  Board  and  Fit 
po  ration  ? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Haven't  you  ? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  known  a  great  many  chu 
statements  made  by  responsible  people  to  be  lacking  informa 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  ascertained,  as  a  result  of  yoi 
that  many  charges  made  by  people  on  hearsay  could  never 
stantiatea? 

Mr.  Meehan..  Yes,  sir. 

The  Chairman.  And,  on  the  other  hand,  you  have  foun 
charges  and  statements  made,  perhaps,  on  hearsay  to  have  h 
founded? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  brought  to  book  many  ii 
transactions? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  In  the  Shipping  Board  ? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Do  you  consider  that  this  investigation, 
has  been  made  by  the  Department  of  Justice,  by  Mr.  Huston 
son,  the  interview  you  have  had  with  Mr.  Boiling  himself, 
that  an  indictment  is  pending  against  Mr.  Sands,  ttiat  Mr.  Fi 
been  found  guilty  of  uttering  some  forged  documents,  and  tl 
of  these  other  parties,  so  far  as  you  ^ow,  have  been  seen 
department,  wno  might  have  knowledge  of  the  transacti< 
sumcient  investigation  for  youl 
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HAN.  I  was  infonned,  Mr.  Walsh,  though,  that  a  special 
Lttorney  General  and  the  Department  of  Justice  had  made 
investigation,  and  at  the  time  I  knew  that  the  Depart- 
stice — Mr.  Bishop  so  informed  me — had  bank  examiners 
charge  of  the  records ;  and  I  thought,  with  my  impression, 
h  Boiling,  and  the  fact  that  these  statements  came  from 
len,  plus  the  fact  that  a  special  Assistant  Attorney  Gen- 
nducted  an  investigation,  that  plus  the  fact  that  ftolling 
reatened  in  these  letters,  anonymous  communications  sent, 
lid  be  an  injustice  to 'go  further  with  the  investigation 
e  got  some  corroborative  evidence. 

[RMAN.  Well,  you  heard  rumors  about  this  matter  from 
Mr.  P'isher  and  Admiral  Benson  and  Mr.  Tweedale  and 
,  didn't  you? 

IAN.  Well,  particularly  from  Mr.  Fisher;  I  heard  them 
isher. 

RMAN.  But  you  did  hear  them  from  others,  didn't  you? 
[AN.  After  I  went  to  Washington ;  yes,  sir. 
RMAN.  It  was  a  kind  of  a  vague  rumor  in  the  air? 
IAN.  No ;  it  did  not  come — I  did  not  think  it  was  gen- 
n  around  the  Shipping  Board. 

RMAN.   No. 

IAN.  And,  for  instance,  in  talking  with  the  admiral,  I 
the  admiral  had  already  been  advised  by  Mr.  Boiling, 
a  talk  with — I  am  not  sure,  but  I  talked  with  Judge 
:  it,  I  think  I  talked  with  Mr.  Gillen. 
RMAN.  You  did  talk  with  Gillen? 

[AN.  I  did  talk  with  Gillen — I  am  sure  I  did;  Gillen  in- 
hat  Boiling  had  talked  the  matter  over  with  him  and  he 
e  impression,  it  was  a  blackmail  scheme. 
RMAN.  And  so  far  as  the  files  of  the  Shipping  Board 
ir  department  at  least,  there  is  no  record  or  report  of  the 
1  that  was  made,  of  the  conclusions  that  were  reached,  is 

AN.  Well,  there  is  a  record  showing  that  the  Department 

according  to  statements  made  by  Mr.  Huston  Thomp- 

ide  a  thorough  investigation,  under  his  direction,  and 

baseless ;  and  at  the  time  they  had  bank  examiners  in 

e  records,  and  I  considered  that  was  thorough,  at  least 

borough,  without  the  matter  being  brought  up  by  such 

Is  and  Fuller. 

RMAN.  This  Department  of  Justice  investigation  was 

[  months  ago? 

AN.  More  than  a  year  ago. 

{MAN.  More  than  a  year  ago  ? 

AN.  Yes. 

tMAN.  And  a  few  months  ago  you  undertook  to  look  into 

AN.  Yes,  sir ;  and  found  that  the  Department  of  Justice 
lis  investigation,  and  had  turned  back  to  Boiling  this 
communication  which  was  addressed  to  McAdoo. 
iMAN.  Now,  did  the  papers  in  this  Department  of  Jus- 
Eition  show  who  they  saw  or  what  they  found,  or  what 
? 
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had  some  corroborative  evidence  of  what  they  got  from  Fuller  and 
Sands,  on  accoimt  of  the  character  of  those  men,  that  I  thought  4  i 
would  very  likely  be  an  injustice  to  go  any  further  with  the  matter 
because  a  Federal  investigator  going  around  inquiring  about  uj 
person  has  a  tendency  to  reflect  upon  him,  and  I  didn't  feel  it  wy 
justice  to  do  so  without  some  definite  information  from  a  person  of 
some  reliability. 

The  Chairman.  Well,  it  is  a  very  serious  charge  going  the  rounds, 
or  rumors  of  it  in  the  air 

Mr.  Meeiian.  Yes. 

The  Chairman.  That  a  member  of  the  Shipping  Board  had  par- 
ticipated in  the  division  of  commissions  for  the  awarding  of  a  con- 
tract, particularly  when  one  of  the  individuals  involved  happens  to 
be  a  brothei-in-law  of  the  Chief  Executive  of  the  Nation. 

Mr.  Meeiian.  Yes,  sir. 

The  Chairman.  And  if  a  thorough  investigation  is  made  by  the 
Shipping  Board  or  the  Department  of  Justice,  don't  you  believe  th« 
person  against  whom  the  charges  have  been  made,  or  concerning  whom 
these  statements  have  been  circulated,  is  entitled  to  have  not  only  the 
utmost  publicity  to  the  effect  that  the  investigation  is  going  on,  but 
when  it  is  considered  that  if  he  is  innocent  that  he  should  be  given 
the  findings  of  the  investigators,  which  should  also  be  given  publicity! 

Mr.  Meehan.  Yes ;  I  do  not  think — I  think  it  is  a  very  good  thinj 
that  the  matter  has  come  out. 

The  Chairman.  Now,  Mr.  Meehan,  you  have  been  conducting* 
great  many  investigations  for  this  Shipping  Board  and  Fleet  lor- 
poration  ? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Haven't  you? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  known  a  great  many  charges  or 
statements  made  by  responsible  people  to  be  lacking  information! 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  ascertained,  as  a  result  of  your  work, 
that  many  charges  made  by  people  on  hearsay  could  never  be  sub- 
stantiated? 

Mr.  Meehan..  Yes,  sir. 

The  Chairman.  And,  on  the  other  hand,  you  have  found  m***^, 
charges  and  statements  made,  perhaps,  on  hearsay  to  have  been  w«ii 
founded? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  you  have  brought  to  book  many  impro] 
transactions? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  In  the  Shipping  Board? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Do  you  consider  that  this  investigation,  m 
has  been  made  by  the  Department  of  Justice,  by  Mr.  Huston  Tho 
son,  the  interview  you  have  had  with  Mr.  Boiling  himself,  the 
that  an  indictment  is  pending  against  Mr.  Sands,  ttiat  Mr.  Fullei 
been  found  guilty  of  uttering  some  forged  documents,  and  that 
of  these  other  parties,  so  far  as  you  Imow,  have  been  seen^  by 
department,  wno  might  have  knowledge  of  the  transactiony 
sufficient  investigation  for  you? 
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]Mr.  Meehan.  I  was  informed,  Mr.  Walsh,  though,  that  a  special 
ssistant  Attorney  General  and  the  Department  of  Justice  had  made 

thorough  invesngation,  and  at  the  time  I  knew  that  the  Depart- 
.^nt  of  Justice — Mr.  Bishop  so  informed  me — had  bank  examiners 
L  there  in  charge  of  the  records ;  and  I  thought,  with  my  impression, 
. Iking  with  Boiling,  and  the  fact  that  these  statements  came  from 
i^se  two  men,  plus  the  fact  that  a  special  Assistant  Attorney  Gen- 
*^1  had  conducted  an  investigation,  that  plus  the  fact  that  Boiling 
xd  been  threatened  in  these  letters,  anonymous  communications  sent, 
i«t  it  would  be  an  injustice  to* go  further  with  the  investigation 
riless  you've  got  some  corroborative  evidence. 

The  Chairman.  Well,  you  heard  rumors  about  this  matter  from 
liers  than  Mr.  Fisher  and  Admiral  Benson  and  Mr.  Tweedale  and 

r*.  Boiling,  didn't  you? 

IMr.  Meehan.  Well,  particularly  from  Mr.  Fisher;  I  heard  them 
'om  Mr.  Fisher. 

The  Chairman.  But  you  did  hear  them  from  others,  didn't  you? 

Mr.  Meehan.  After  1  went  to  Washington ;  yes,  sir. 

The  Chairman.  It  wad  a  kind  of  a  vague  rumor  in  the  air? 

Mr.  Meehan.  No  ;  it  did  not  come — I  did  not  think  it  was  gen- 
ially known  around  the  Shipping  Board. 

The  Chairman.  No. 

Mr.  Meehan.. And,  for  instance,  in  talking  with  the  admiral,  I 
>und  that  the  admiral  had  already  been  advised  by  Mr.  Boiling, 
nd  he  had  a  talk  with — I  am  not  sure,  but  I  talked  with  Judge 
'ayne  about  it,  I  think  I  talked  with  Mr.  Gillen. 

'the  Chairman.  You  did  talk  with  Gillen  ? 

Mr.  Meehan.  I  did  talk  with  Gillen — I  am  sure  I  did ;  Gillen  in- 
ormed  me  that  Boiling  had  talked  the  matter  over  with  him  and  he 
Lad  the  same  impression,  it  was  a  blackmail  scheme. 

The  Chairman.  And  so  far  as  the  files  of  the  Shipping  Board 
show,  in  your  department  at  least,  there  is  no  record  or  report  of  the 
investigation  that  was  made,  of  the  conclusions  that  were  reached,  is 
there? 

Mr.  Meehan.  Well,  there  is  a  record  showing  that  the  Department 
'^  Justice,  according  to  statements  made  by  Mr.  Huston  Thomp- 
^^>  had  made  a  thorough  investigation,  under  his  direction,  and 
^^d  them  baseless;  and  at  the  time  they  had  bank  examiners  in 
*^<gne  of  the  records,  and  I  considered  that  was  thorough,  at  least 
'<?ieiitly  thorough,  without  the  matter  being  brought  up  by  such 

^^   Sands  and  Fuller. 
^®     Chairman.  This  Department  of  Justice  investigation   was 

^^Areral  months  ago  ? 
•    -*^'4eehan.  More  than  a  year  ago. 
^    C^HAiRMAN.  More  than  a  year  ago  ? 

-N^eehan.  Yes. 
'    ^^HAiRMAN.  And  a  few  months  ago  you  undertook  to  look  into 
"^^^elf? 

SEHAN.  Yes,  sir ;  and  found  that  the  Department  of  Justice 

this  investigation,  and  had  turned  back  to  Boiling  this 

ous  communication  which  was  addressed  to  McAdoo. 

^^HAiRMAN.  Now,  did  the  papers  in  this  Department  of  Jus- 

^stigation  show  who  they  saw  or  what  they  found,  or  what 

'^port? 
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Mr.  Mkehax.  Just  the  repoi-t  ? 

The  Chairman.  That  he  looked  into  this  matter,  made  a  thorou(4 
investigation,  and  concluded  that  those  charges  were  baseless;  thitit 
was  an  attempt  to  blackmail  Mr.  Boiling,  but  there  is  nothing  in  tb 
reooil? 

3lr.  Meehan.  Yes,  sir. 

The  Chairman.  That  is  about  all  that  the  Department  of  Justw 
rcDort  said? 

Mr.  Meehan.  Yes. 

The  Chairman.  Well,  you  have  l>ad  experience  with  Department dl 
Justice  investigations  in  Shipping  Board  matters  before,  hr^\ 
you,  Mr.  Meehan? 

Mr.  Meehan.  Yes. 

The  Chairman.  You  have  investigated  some  matters  that  werepn- 
viously  investigated  by  the  Department  of  Justice,  haven't  you! 

Mr.  Meehan.  Yes,  sir. 

The  V  hairman.  You  found  that  the  Department  of  Justice  inv» 
tigation  was  not  as  thorough  as  it  might  have  been  in  some  instancat 

Mr.  Meehan.  As  afFectin|;j  the  Shipping  Board  in  some  cases;  J8, 
sir;  but  I  think  that  is  easily  explained,  because  certain  things w 
have  the  records  of  and  they  have  not. 

The  Chairman.  Yes.    In  this  case  you  have  the  records. 

Mr.  Meehan.  No,  no;  they  have  the  records  in  this  case. 

The  Chairman.  What  is  that? 

Mr.  Meehan.  They  had  the  records  in  this  case. 

The  Chairman.  They  had  the  contracts  and  the  auditors'  reports! 

Mr.  Meehan.  Yes;  we  had  the  contracts. 

The  Chairman.  The  Shipping  Board  had  those,  didn't  theyi 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  The  auditors  report? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Mr.  Boiling's  personal  file? 

Mr.  Meehan.  There  was  nothing  in  that. 

The  Chairman.  No:  but  they  had  it? 

Mr.  Meehan.  Yes. 

The  Chairman.  And  vou  had  the  file  of  Mr.  Sisler,  the  secretair! 

Mr.  Meehan.  Yes. 

The  Chairman.  In  the  employ  of  the  Shipping  Board? 

irir  TriFFir  VN     1.  es 

The  Chairman.  And  Mr.  E.  E.  Gayno  and  Mr.  John  F.  0\-er&i 
were  the  auditors^ 

Mr.  ilEEHAN.  As  I  say,  T  had  no  knowledge  at  all  imtil  tojoajr 
that  thiMv  was  any  claim  inade  that  they  knew  anything  about  this- 

The  Chairman.  All  this  involved  a  corporation  building  ships W 
the  Shipping  Board? 

Mr.  Meehan.  Yes.  ^ 

The  Chairman.  You  knew  tliat  the  Shipping  Board  presumiW 
was  paving  them  money? 

Mr.  Meehan.  Yes.  .  . 

The  Chairman.  And  that  the  corporation's  account  was  suW 
to  audit,  insofar  as  the  ship  construction  went,  by  Shipping  Boiw 
officials? 

Mr.  Meehan.  Yes. 
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he  Chairman.  And  vou,  in  spite  of  all  this,  considered  that  after 
had  talked  with  Mi^.  Boiling,  Mr.  Tweedale,  Mr.  Fisher,  and 
niral  Benson,  and  had  seen  the  report  of  the  Department  oi  Jus- 
,  that  nothing  further  was  necessary  by  way  of  investigation  ? 
ir.  Meehan.  Well,  I  told  you  that  I  never  considered  the  matter 
irely  closed, 
'he  Chairman.  I  see. 

Ir.  Meehan.  It  is  not  so  marked.  It  is  not  an  easy  investigation, 
I  while  I  believe  that  Boiling  was  the  victim  of  attempted  black- 
il,  I  am  not  overready  to  give  a  clean  bill  of  health  to  any  man. 
fact,  it  is  much  easier  to  convict  a  man  that  it  is  to  give  him  a  clean 
of  health ;  but  we  have  on  more  than  one  occasion,  and  other  de- 
tments  of  the  Government  that  had  investigation  work  to  do, 
1  severely  criticized  because  an  investigator  will  naturally  bring 
ie  attention  of  a  man's  neighbors,  or  his  bankers,  and  others  asso- 
ed  with  him,  the  very  fact  that  he  is  under  investigation,  and  it 
matter  that  is  calculated  to  reflect  very  seriously  upon  him,  and 
lout  more  definite  information,  and  information  from  people  that 
lieve  could  be  relied  upon,  I  did  not  feel  that  it  was  the  proper 

f:  to  go  any  further.  As  I  said,  one  of  the  first  investigations 
led  in  our  department  affected  Mr.  Sands,  in  connection  with 
Atlantic  Life  Boat  Co.  I  have  never  seen  Sands,  and  I  got  a 
"  definite  impression  that  time  of  the  character  of  the  man  I  nave 
^inced  myself  that  Sands  is. 

he  Chairman.  Well,  now,  do  you  think  that,  from  what  you  knew 
Ir.  Sands,  with  reference  to  the  Atlantic  Life  Boat  Co.  transac- 
,  he  might  perhaps  be  the  kind  of  a  man  who  would  try  to  bribe 
lipping  Board  official  for  the  purpose  of  getting  a  co^trdct? 
T.  Meehax.  Yes,  sir;  that  is. 

he  Chairman.  And  he  also  might  be  the  kind  of  a  man  that  would 
that  he  tried  to  bribe  him  and  hold  him  up  for  blackmail? 
r.  Meehan.  Yes,  sir. 

he  Chairman.  He  being  that  sort  of  a  man  that  might  try  to 
me  or  the  other  of  those  two  things,  from  what  knowledge  you 
e  able  to  glean  from  the  matter  you  formed  the  opinion  that  he 

not  try  to  bribe  any  Shipping  Board  officer  and  that*  he  was 
ng  to  hold  Mr.  Boiling  up  for  blackmail  ? 

[r.  Meehax.  That  was  largely  based  on  these  anonymous  coni- 
lications. 

he  Chairman.  Do  you  pay  much  attention  to  anonymous  com- 
lications,  Mr.  Meehan? 

[r.  Meehan.  In  a  case  of  this  kind,  Mr.  Chairman,  Fuller  had 
1  convicted,  Sands  was  under  indictment,  here  was  the  letter  that 
ling  had  written  Sands  declining  to  intercede  for  him,  and  this 
;r— this  anonymous  communication  that  I  have — was  addressed 
to  the  Attorney  General  as  an  honest  man  might  have  addressed 
it  was  his  purpose  to  advise  the  Government,  but  it  was  addressed 

man  whom  the  writer  had  every  reason  to  suspect  would  bring 

the  attention  of  Mr.  Boiling ;  it  was  addressed  to  Mr.  McAdoo, 

was  related  by  marriage  to  Mr.  Boiling, 
le  Chairman.  Well,  now,  when  was  this? 

r.  Meehan.  That  was  some  time  in  1918  or  1919;  the  McAdoo 
r  I  don't  remember,  but  I  can  get  the  letter  for  you ;  and  Tum- 


2748  SHIPPING  BOABD  OPEBATIONS. 

The  Chairman.  Can  not  you  state  which  year  it  was!    Fix 
year? 

Mr.  Meehan.  It  was  eitlier  in  the  winter  of  1918  or  early  in  191 
I  would  like  to  be  more  definite. 

The  (hiAiRMAN.  Don't  you  know,  as  a  matter  of  fact,  that 
Fuller  had  not  been  indicted  at  that  time  at  all? 

Mr.  Meehan.  Mr.  Fuller  was  indicted,  I  believe,  in  October,  191>-j 
no ;  1919,  I  guess  it  was. 

The  Chairman.  So  he  had  not  been  indicted  at  all  at  that  time! 

Mr.  Meehan.  No;  that  is  right. 

The  CiL\iRMAN.  So  this  matter 

Mr.  Meehan.  Mr.  Fuller  was — what  I  was  driving  at  tliere— Mil 
Fuller  was  the  informant  in  this  so  far  as  McCann  was  concerMl,] 
and  Fuller  and  Sands  had  had  relations,  and  Mr.  Fuller  had  triedi 
give  McCann  the  impression,  according  to  McCann's  statement 
me,  that  he  had  given  Boiling  something  himself — the  report,  etc. 

The  Chairman.  The  '*  etc.''  might  have  been  a  can  of  tak 
powder  or  other  little  toilet  accessories  that  are  put  in  these 
plimentary  packages:  you  know  that? 

Mr.  Meehan.  It  might  have  been.     What  is  Mr.  Fullers 
about  it?    I  didn't  hear  all  of  his  testimony. 

The  Chairman.  He  did  not  testify  as  to  that  at  all,  as  I  recall ilj 
As  a  matter  of  fact,  Mr.  Fuller  was  acquitted  on  the  charfrerfj 
forgerv  and  was  found  guilty  cm  the  count  of  uttering,  wasnt" 
Mr.  M^eehan  ? 

Mr.  Meehan.  I  am  not  sure,  Mr.  Chairman,  just  which  corat;| 
but  I  know 

The  Chahjman.  AVell,  we  put  that  record  in ;  that  shows  in  M 
certified  record  of  the  District  Court  of  the  District  of  Columbii 
The  matter  was  not  undertaken  by  you  until  this  year,  was  it? 

Mr.  Meehan.  Xo:  about  April,  1920. 

The  Chairman.  The  transactions  are  alleged  to  have  occurred  in; 
1918? 

Mr.  Meehan.  1918;  originallv  in  1917  we  heard. 

The  CiiAraMAN.^  In  1917  ? 

Mr.  Me*:han.  Yes,  sir. 

The  Chairman.  Now,  I  think  that  that  is  all  for  the  presfli 
Mr.  Kelley,  have  you  some  questions? 

Mr.  Km.LEY.  Mr.  Meehan,  when  did  you  first  come  into  possessioi 
of  tlie  information  that  there  were  four  $10,000  notes  involved  it 
this  transaction? 

Mr.  Meehan.  That  was  the  day  that  McCann  and  Schwarzkorf 
had  talked  with  Sands  in  Washington.  I  heard  perhaps  two  w«b 
or  three  weeks  before  that  that  Fuller,  in  his  statement  to  McCini! 
made  a  week  before,  had  made  some  reference  to  three  or  foff 
notes.  •  But  I  had  no  definite  information  until  the  dav  tW 
McCann  and  Schwarzkopf  came  in. 

Mr.  Keixey.  On  what  theory,  as  a  profession^  man  in  your  capp 
ity,  would  the  Downey  peo])le  jrive  four  notes  of  $10,000  each  wwk. 
would  ffet  in  the  hands  of  Mr.  Sands? 

Mr.  SIeehan.  Well,  I  expressed  my  opinion  to  the  general  coram 
of  tlie  Shippinor  Board  to  the  effect  that  my  impression  was  tW 
Downey  had  given  the  notes  to  Sands  for  the  purpose  of  havioK 
Sands  camouflage  the  standing  of  Downey's  Providence  concHt 
and  thereby  mislead  the  Emerorenoy  Fleet  into  believing  that  tW 
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Mr.  Mkehax.  Well,  we  have  iiulei>endent • 

Air.  Kelley.  As  bearing,  you  understand- 


V: 


i: 


Mr.  Meehax.  Well,  independent  of  this  question 

Mr.  Kelley.  Just  a  moment;  as  l)earing  upon  the  question isk 
whether  or  not  anvbodv  had  received  $40,000? 

Mr.  Meehax.  AVell,  if  Sands  received  $40,000,  it  would  notbettfl^ 
funeral  of  the  Fleet  Corporation  if  Boiling  did  not  get  any  of  it  Dl , 
he  did  not  turn  around  and  charge  it  back  up  to  us,  and  thatmitta 
was  taken  up  with  the  district  comptroller  here,  and  the  geneni 
auditor's  office,  and 

Mr.  KEiiLJ':Y.  You  would  not  w^ant  the  situation  to  arise,  would  jw,] 
where  it  would  be  necessary  for  anybody  to  spend  $4O,OU0  toptij 
contract  from  the  Fleet  Corporation? 

Mr.  Meehax.  Xo;  but,  Mr.  Kelley,  that  is 

Mr.  Kelley.  Now,  there  must  have  been  some  reason  why  tta 
could  not  get  a  contract,  if  they  paid  $40,000  to  get  one;  isthatii 
true  ? 

Mr.  Meehax.  Well,  there  is  no  allegation  that  Mr.  Downey  pd 
anything  to  get  his  $15,(MK),(X)0  contract,  the  first  one. 

Mr.  Kelley.  No. 

Mr.  Meehax.  But  there  are  a  great  many  shipbuilding  corpcn- 
tions  who  had  lawyers  and  other  representatives  in  Washington  to 
whom  they  paid  money  for  looking  out  for  their  interests  there. 

Mr.  Kelley.  But  after  Mr.  Downey  had  taken  one  contract  fni 
the  (lovernment  he  did  not  need  this? 

,  Mr.  Meeil\x.  No  ;  that  is  the  reason  I  do  not  believe  he  paid  Stfi 
$4<),0(M)  for  procuring  a  contract. 

Mr.  KelixEY.  Well,  here  is  evidence  here,  is  there  not,  that  these 
notes  w^ere  paid  ? 

Mr.  Meehax.  Well,  Sands  is  not  very  definite  as  to  whether  itf« 
altogether  for  procuring  the  contract. 

Air.  Kelley.  W^ell,  you  knew  it  was  paid  by  Downey  for  sone 
thing  i 

Mr.  Meehax.  Yes. 

Mr.  Kelij':y.  And  Downey  was  a  shipbuilder? 

Mr.  Meehax.  Yes. 

Mr.  Kelley.  And  Sands  was  a  crooked  banker  in  Washington! 

Mr.  Meeilvx.  Yes. 

Mr.  Kelley.  You  knew  all  that? 

Mr.  Meehax.  Yes. 

Mr.  Kelley.  And  still  you  did  not  inquire,  although  Mr.  Siw* 
report  to  the  board,  to  the  credit  man,  was  made  upon  the  daytW 
this  contract  was  granted,  or  was  signed? 

Mr.  Meehax.  Well,  I  did  not  know. 

Mr.  Kelij^:y.  You  could  have  found  that  out  if  you  consulted  tli 
files,  could  you  not,  of  the  credit  department? 

Mr.  Meehax.  Yes;  but  I  never  heard  until  to-day  that  Sands W 
written  any  such  letter.  •  . 

Mr.  Kelley.  Wliy  did  you  not  go  to  the  credit  department  tf" 
see  what  was  the  matter  w  ith  this  contract  of  the  Downey  people' 

Mr.  Meehax.  Well,  I  didn't 

Mr.  Kelli-:y.  Then  you  would  have  found  Sands'  letter  therti 
would  you  not  ? 
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Meehan.  I  had  no  reason  to  think  there  was  anything  wrong 
he  letting  of  a  contract  to  Downey,  therefore  I  did  not  go  to 

jdit  department,  because 

Kelley.  Although  you  knew  that  Downey  had  paid  Sands,  a 
•  on  the  outside,  ^,000  in  notes  ? 

Meehan.  Well,  I  knew  that  the  allegation  was  made  to  that 
yes. 
Kelley.  Well,  that  was  the  basis  of  all  this  discussion,  was 

Meehan.  Yes. 

Kelley.  You  knew  that  was  a  fact  ? 
Meehan.  I  knew  that  the  charge  was  made. 
Kelley.  Well,  did  you  not  know  these  notes  were  in  ex- 

Meehan.  Yes;  I  knew  that — I  believed  they  were  in  exist- 

Kelley.  At  least  you  could  easily  have  found  that  out  from 
isher,  could  you  not? 

Meehan.  Yes;  I  did  not  doubt  that  at  all.  I  believed  they 
n  existence,  but  unless  that  was  charged  up  to  us  it  would  not 
the  Fleet  Corporation  at  all. 

Kelley.  Well,  it  would  make  a  great  difference  whether  the 

man  in  your  Fleet  Corporation  was  requiring  Mr.  Sands  to 
h  a  letter  on  the  day  the  contract  was  written  ? 
Meehan.  But  I  dia  not  know  that  until  to-day. 

Kelley.  That  is  what  I  am  getting  at.    Why  did  you  not  go 

credit  department  to  find  out  what  was  the  matter  with  this 
ct? 

Meehan.  Well,  but,  Mr.  Kelley,  it  was  not  customary  to  do 

Kelley.  This  was  a  different  sort  of  a  case. 

Meehan.  There  were  hundreds  of  contracts  let  to  people  who 

0  money,  people  who  had  no  credit  at  all.  If  they  were  struc- 
iron  contractors  and  could  get  together  an  organization  that 
leet  Corporation  though  might  tuild  ships,  why,  they  got  the 

LCt. 

Kelley.  I  do  not  know  as  we  quite  come  together  on  this,  Mr. 
m,  because  you  are  an  experienced  man  in  this  line  and  1  am 
ce  at  it. 

Meehan.  I  know  what  you  are  driving  at,  and  here  is  the 
:  If  it  had  been  customarv  to  let  no  contract  until  after  the 

department  had  been  satisfied  of  the  financial  standing  or  the 
vho  desired  a  contract,  then  it  mi^ht  have  been  an  easy  and  a 
sil  thing  for  me  to  go  to  the  credit  department;  but  that  was 
e  ordinary  procedure.  Contracts  were  let  to  people  who  had  no 
ial  standing,  and  I  do  not  think  I  went  to  the  credit  depart- 
very  often  on  anything. 

Kelley.  Well,,  suppose  these  reports  in  the  credit  department 
all   favorable  to  the  Downey  people;   then   on  what  theory 

1  Mr.  Downey  pay  $40,000  to  Mr.  Sands  to  help  him  get  the 
lets  or  help  him  bolster  up  his  credit? 

Meehan.  Well,  my  theory  is  that  the  $40,000  was  paid  to 
J  for  giving  him  that  stanciing  in  his  bank,  letting  him  have 
KX)  apparently  on  deposit  when  he  did  not  have  it. 


2752  SHIPPINi;   BOARD  OPERATIONS. 

Mr.  Keixey.  Did  you  inquire  at  the  bank  to  find  out  when  tb 
credit  was  placed  tliere  to  the  credit  of  the  Downey  people! 
Mr.  Meeiian.  Yes,  sir. 
Mr.  Kelley.  When  was  that? 
Mr.  Meehan.  About  the  time  the  contract  was  let. 
Mr.  Kelley.  Did  you  not  hear  Mr.  Sands  testify  here  to-day  thi 
it  was  in  July  ? 
Mr.  Meehan.  Something  like  that 

Mr.  Kelley.  And  this  contract  was  let  on  the  14th  of  March) 
Mr.  Meehan.  Yes. 

Mr.  Kelley.  Well,  how  do  you  explain  that? 
Mr'  Meehan.  Well,  he  had  agreed  to  go  into  the  deal  with  hii, 
and  when  the  notes  were  given,  I  do  not  think — the  notes  were  dalil 
in  March. 
Mr.  Kelley.  March  15  ? 
Mr.  Meehan.  March  15. 

Mr.  Kelley.  The  day  after  the  contract  was  awarded? 
Mr.  Meehan.  Yes.    Well,  Sands  had  not  collected  the  money  < 
that  time,  and  it  takes  some  little  time  to  put  a  deal  through.  Of 
course,  I  am  testifying  here  to  a  lot  of  opinion. 

Mr.  Kelley.  A\  hat  1  am  getting  at  is,  why  you  did  not  inquire  uto 
this  thing  from  the  very  source  of  the  trouble? 

Mr.  Meehan.  The  credit  department — I  have  tried  to  explain ti 
you  that  we  practically  had  no  credit  department,  Mr.  Kelley,  and— 
Mr.  Kelley.  Well,  here  are  reports,  Mr.  Meehan. 
Mr.  Meehan.  Yes;  I  know. 

Mr.  Kelley.  Here  are  reports  that  they  sent  out.    Mr.  Radford  mi 
at  the  head  of  the  contract  division,  was  he  not,  at  that  time?   Dojw 
renu»nib(*r  Mr.  Radfonn 
Mr.  Meehan.  No. 

Mr.  Kelley.  Ynu  do  not  know  him  at  all  ( 
Mr.  Meeiian.  No. 

Mr.  Kei.ley.   You  do  not  know  where  he  is  now? 
^Ir.  Meehan.  No.    He  was  tjie  head  of  the  contract  departmenti 
Mr.  Kelley.  He  was  at  the  head  of  the  contract  department. 
Mr.  Meehan.  Of  the  Shipping  Board  or  the  Fleet  Corporation! 
Mr.  Kklley.  Well,  whoever  let  the  contract. 
Mr.  Meehan.  The  Shipping  Board,  I  guess.    It  was  let  in  Wash- 
ington.   Not  the  head  of  our  contract  department;  I  was  withtb 
Heet  C()ri)oration  at  Philadelphia  until  1920. 

Mr.  Kelley.  No;  this  was  the  Fleet  Corporation;  he  was  withthl 
Fleet  (\)r})oratioii. 

Mr.  Meeiian.  A  man  named  Ferris  was  head  of  the  contract  de- 


partment of  the  Fleet  Corporation. 
Tlie  Chaikman.  Mr.  Kelley,  will 


you  permit  a  question  here? 

Mr.  Keluiy.  Yes. 

The  Chaikman.  ^'ou  say  that  contracts  were  awarded  to  m«a  *b 
had  no  money,  no  financial  resources? 

Mr.  Meehan.  Yes,  sir. 

Tlie  Chairman.  And  also  to  men  who  had  no  money,  no.  financiil 
resources,  and  no  shipyards,  no  plants? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  And  in  such  cases  the  Fleet  Corporation  finance 
the  operation'i 


SriIPPING  BOARD  OPERATIONS.  2753 

'.  Merhan.  Yes,  sir;  in  nearly  all  cases.  Nearly  all  the  ship- 
ing  operations  were  financed  by  the  Fleet  Corporation.  Even 
orations  that  have  money,  that  have  financial  standing,  they 
^  had  their  shipbuilding  operations  financed  directly  by  the 
Corporation. 

e  Chairman.  Well,  it  was  necessary  owing  to  the  emergency, 
t  not  i 

.  Meehan.  I  think  so ;  yes,  sir. 

e  Chairman.  There  perhaps  might  have  been  a  little  more  dis- 
»n  used,  in  your  judgment?  x 

.  Meehan.  In  peace  times  I  am  sure  there  would  have  been, 
he  cry  then  was  for  ships.  A  man  who  had  a  reputation  for 
ing  big  buildings  in  Baltimore,  for  instance,  we  would  give  a 
act  for  building  wood  ships;  and  take  a  structural-steel  man, 
Bctor  in  Chicago,  he  could  get  a  contract  for  building  steel  ships, 
se  we  had  very  few  shipbuilders  in  those  days.  But  I  know  we 
cores  of  contractors  who  had  no  finances  at  all. 
e  Chairman.  There  is  just  one  further  question.  Do  you  know 
y  contract  that  was  let  m  1918  that  was  not  first  investigated  by 
•edit  department  of  the  Shipping  Board? 

.  Meehan.  I  could  not  say,  because  I  had  no  connection  with 
hipping  Board  in  1918. 

e  Chairman.  Well,  the  credit  department  of  the  Fleet  Corpora- 
n  1918;  do  you  know  of  a  single  contract  that  was  made  during 
fear,  or  since,  that  was  not  first  looked  into  by  the  credit  depart- 
of  the  Fleet  Corporation  or  the  Shipping  Board  ? 
.  Meehan.  Well,  I  was  not  in  Washin^n  in  1918.  I  do  not 
what  the  Shipping  Board  did. 

e  Chairman.  Well,  then,  confine  it  to  the  Fleet  Corporation? 
.  Meehan.  But  my  impression,  Mr.  Chairman,  is  that  undoubt- 
they  did  not  make  such  investigations,  because  if  a  contract 
not  let  unless  a  man  applying  for  the  contract  had  certain 
:ial  standing,  there  would  have  been  a  good  many  of  them 
would  have  gotten  contracts. 
e  Chairman.  I  mean  since  1918,  Mr.  Meehan  ? 
.  Meehan.  Well,  in  1919  and  other  years;  yes. 
e  Chairman.  You  do  not  think  they  were  first  investigated  by 
-edit  department  ? 

.  Meehan.  I  do  not  think  so.    In  some  cases  I  know  they  were, 
Chairman.    We  conducted  some  investigations,  and  I  know  that 
r  reports  some  contractors  wese  turned  down. 
e  Chairman.  Just  a  further  question.    Do  you  not  know  that 
are  instances  of  concerns  that  were  financially  able,  properly 
lized  and  equipped  to  build  ships  and  engines  that  were  unable 
ure  contracts  with  the  Shipping  Board? 
.  Meehan.  Charges  have  been  made  to  that  effect ;  yes,  sir. 
e  Chairman.  You  do  not  know,  you  have  never  investigated  that 
d  out  if  that  is  so  ? 

.  Meehan.  Well,  I  never  investigated  them  where  they  did  not 
contract,  no ;  unless  the  Shipping  Board  referred  it  to  me,  and 
ade  an  investigation,  and  then  they  would  turn  them  down  on 
ivestigation. 
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The  Chairman.  That  is  all,  Mr.  Kelley.  Have  you  anytl 
further  ? 

Mr.  Kelley.  Here  is  a  telegram  dated  the  12th  of  February,  1 
signed  by  Radford,  sent  from  Washin^n,  D.  C,  addressed  to  ( 
Bookwalter,  115  Broadway,  New  York: 

Home  office  Is  in  receipt  of  proposal  from  Providence  Engineering  Cor 
tion  of  Providence,  R.  L.  coverinj;  construction  of  six  ocean-going  steel 
150  feet  in  length,  the  hulls  to  be  built  at  the  Kyle  &  Purdy  plant  at  City  h 
New  York,  the  engines  in  their  own  plant.  Please  investigate  both  the<e  \ 
and  report  by  wire  (»f  equlpnien  ,  organization,  etc.,  with  recommendation 
their  ability  to  carry  out  the  proposed  work. 

Had{i 

That  was  on  the  12th  of  February? 
Mr.  Meehax.  Yes. 

Mr.  Kelley.  And  I  quote  this  paragraph,  which  is  the  gist  o 
answer : 

The  Providence  Engineering  Corporation  Is  admirably  situated,  ui 
doubt  will  be  equii)piMl  to  do  the  class  of  work  that  wUl  be  required  i 
receive  the  contracts,  and  the  writer  believes  that  they  will  be  In  a  p« 
to  make  excellent  deliveries,  and  that  their  tools  and  equipment  Is  far 
the  average.  The  shipping  facilities  are  excellent.  They  have  as  before 
a  siding  of  the  New  Haven  Road,  and  there  are  three  steamship  lines  r 
to  New  Y©rk.  which  leaves  their  docks  near  this  plant.  There  is  no  rt( 
the  mind  of  the  writer  that  if  they  receive  the  contracts,  they  will  be ; 
give  them  prompt  attention,  and  that  they  wiU  give  satisfoctory  perfomw 

Now,  after  receiving  that,  what  was  the  necessity,  in  your 
ment,  of  Mr.  Downey  paying  $40,000  to  anybody  to  get  a  co 
for  those  tugs? 

Mr.  Meehan.  I  do  not  believe  there  was  any  necessity,  am 
not  believe  yet  tliat  it  was  done  for  that  purpose. 

Mr.  Kelley.  Did  you  see  Mr.  Downey  and  find  out  what 
notes  were  given  fori 

Mr.  Meehan.  No,  sir. 

Mr.  Kelley.  Really,  Mr.  Meehan,  you  have  not  investigati 
case  at  all,  have  you? 

Mr.  Meehan.  Well,  I  have  told  you  exactly  what  I  did. 

Mr.  Kelley.  I  know ;  you  have  told  me  what  you  have  do 
really  now,  to  be  frank  with  the  committee 

Mr.  Meehan.  It  is  up  to  you,  Mr.  Kellejr,  to  express  your  o 
1  have  told  you  what  1  have  done.  I  am  informed  the  Depa 
of  Justice  made  a  thorough  investigation  of  it  and  reached 
elusion  which  jibed  with  the  conclusion  that  I  had  reached,  ki 
something  about  Mr.  Sands  and  something  about  Mr.  Fulle 
the  records. 

Mr.  Kelley.  Did  jou  inquire  into  the  question  of  loans  fn 
Sands  by  Mr.  Boiling;  wnether  Mr.  Boiling  made  any  lo 
called,  from  Mr.  Sands? 

Mr.  Meehan.  That  Sands  loaned  Boiling  money  ? 

Mr.  Kelley.  Yes. 

Mr.  Meehan.  No.  I  told  you  what  Boiling  told  me.  Tl 
money  that  Boiling,  pardon  me,  stated  to  me  that  he  ever  got 
Sands  is  in  connection  with  the  payments  on  his  house.  I  thin 
ing  did  say  that  he  had  from  time  to  time  borrowed  small  sun 
Sands,  said  that  he  had  known  Sands  for  years,  they  lived  ne 
other. 
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Kelley.  That  was  outside  of  the  Question  of  the  house? 

MixHAN.  I  think  he  said  that  he  nad  borrowed  small  sums  at 

s  times. 

Ej:ulet.  Mr.  Boiling  told  you  that? 

Meehan.  I  think  so.    I  am  quite  sure  he  did ;  yes.    The  only 

in  Boiling's  statement  that  he  had  not  told  me  was  the  $500 

lition. 

Kelley.  Well,  now,  why  did  you  not  go  over  to  Mr.  Sands's 

md  ask  to  see  his  book,  to  see  how  much  those  loans  were  and 

:hey  were  made? 

Meehan.  Well,  I  told  you  awhile  ago  that  my  reasons 

Kelley.  If  you  really  wanted  to  connect  this  up  closely,  Mr. 
n,  that  is  what  vou  ought  to  have  done,  is  it  not? 
Meehan.  Well,  I  told  you  of  a  case  the  other  day  where  we 
!riticized  by  Congressmen  because  we  investigated  a  man  in 
I. 

Kelley.  Well,  we  criticized  both  ways,  I  admit  that. 
Meehan.  Yes ;  I  believe  you  are  right  on  that. 
Kelley.  But  you  were  there,  of  course,  to  perform  your  duty, 
btedly,  to  the  best  of  your  ability  ? 

Meehan.  Well,  I  felt,  with  the  character  of  the  men  making 
legations,  that  I  went  quite  as  far  as  you  or  anyone  else  in  a 
)n  similar  to  Boiling  would  feel  that  a  public  investigator  had 
t  to  go. 

Kelley.  Well,  now,  did  you  inquire  into  the  personal  relations 
»n  this  very  desperate  man  that  you  speak  of  as  Mr.  Sands,  and 
very  estimable  man,  Mr.  Boiling;  whether  they  were  great 
s  or  not? 

Meehan.  I  was  so  informed  by  Mr.  Boiling  that  they  had  been 
■riends  until  Sands  had  tried  to  get  him  to  go  to  the  President 
ive  the  Attorney  General  call  off  the  indictment,  and  that  after 
lev  were  not  so  cordial.  " 

K.ELLEY.  Well,  now,  having  been  ^eat  friends,  these  two  men, 
le  of  them  a  crooked  man,  would  it  not  have  been  the  part  of 
Qce,  don't  you  think,  on  your  part,  to  have  checked  over  these 
that  Mr.  Soiling  admitted  having  made  from  Mr.  Sands,  to 
liat  they  were,  and  when  they  were  made,  and  whether  tney 
landed  with  the  dates  of  the  cashing  of  these  notes? 
Meehan.  Well,  I  may  not  be  as  good  a  judge  of  human  nature 
irself  and  others,  but  I  rather  felt,  as  I  said  befoi-e — Admiral 
n,  Mr.  Gillen,  and,  I  think,  Judge  Payne,  too,  felt— that  these 
5  were  unfounded;  and  I  think  those  men  are  men  of  very 

judgment.    I  think 

Kelley.  Really,  what  your  investigation  was,  then,  was  this, 
!^r.  Boiling  is  a  high-type  man  and  Mr.  Sands  is  a  man  of 
onable  prooity? 

Meehan.  No;  that  is  not  the  fact. 

Kelley.  And  therefore  we  believe  that  Mr.  Boiling  had  noth- 
.  do   with  this  matter  ? 
Meehan.  No  ;  I  have  not  said  that  at  all.    I  told  you  that  as 


Kelley.  And  Admiral  Benson  felt  the  same  way? 
Meehan.  Admiral  Benson  felt,  and  so  told  me,  that  he  telt 
At.  Boiling  was  the  victim  of  attempted  blackmail. 
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Mr.  Kelley.  Well,  now,  he  got  that  probably  from  you,di4he 

Mr.  Meehan.  No. 

Mr.  Keijj=:y.  Where  did  he  get  that? 

Mr.  Meeiian.  Mr.  Boiling,  he  said,  went  to  him  when  he  wmI 
named  chairman  of  the  board  and  voluntarily  told  him  the 
thing. 

Mr.  Kelley.  Then  he  got  it  from  Mr.  Boiling,  which  woddl 
one  step  nearer  the  source  of  information.    That  would  not  be 
sufficient,  would  it,  to  form  an  opinion  upon? 

Mr.  Meehan.  Well 

Mr.  Keliji:y.  One  mi^ht  have  that  view,  and  it  may  be  the 
rect  view ;  I  am  not  saying  that  it  is  not. 

Mr.  Meehan.  It  may  be. 

Mr.  Kelley.  But  I  am  just  wondering  if  you  really  did  apjij 
yourself  real  diligently,  with  all  the  avenues  that  are  open  to  j 
to  find  out  whether  your  opinion  was  well  founded  ? 

Mr.  Meehan.  Well,  I  can  only  have  my  opinion,  Mr.  Kelley.  It 
hjid  a  good  many  other  things  besides  the  Boiling  matter  to  \d 
into.  1 

Mr.  Keijj2y.  Oh,  yes,  no  doubt  of  that? 

Mr.  Meehan.  And  even  if  this  allegation  is  true,  I  think  sow 
worse  crooks 

Mr.  Keli^ey.  Oh,  yes, 

Mr.  Meehan.  Ana  other  matters  to  go  into- 


Mr.  Kelley.  It  very  often  happens  that  way — ^that  the  least  fli 
the  offending  gets  the  hardest  treatment. 

Mr.  Meehan.  Yes. 

Mr.  Kelley.  And  I  presume  you  might  be  in  a  position  to  verift 
that,  even  still  more  than  the  committ^. 

Mr.  Meehan.  I  believe  that  is  true. 

Mr.  Kelusy.  So  you  did  not  attempt  £6  check  up  the  question  til 
the  loans,  to  see  how  much  they  were,  to  Mr.  Boiling? 

Mr.  Meehan.  No. 

Mr.  Kelley.  And  you  do  not  know  now  whether  it  is  the  amoB 
that  Mr.  Sands  says,' $1,800,  or  not? 

Mr.  Mekhax.  T  do  not. 

Mr.  Kelley.  You  heard  Mr.  Sands's  testimony^  that  this  WM  4 
method  of  liandling  this  account :  He  credited  it  up  to  Mr.  Bolli< 
and  then  the  amounts  paid  out  was  in  the  nature  of  a  loan! 

Mr.  Meehan.  ^"es,  sir. 

Mr.  Kelley.  But  charged  against  the  proceeds  of  these  notes! 

Mr.  Meehan.  Yes,  sir. 

Mr.  Kelley.  You  did  not  ask  Mr.  Boiling  how  much  the  aggnp* 
of  the  loans  was? 

Mr.  Meehan.  T  do  not  recall.  ^  ,  . 

Mr.  Kelley.  Then,  from  anything  that  you  might  have  obtii«j 
f loni  Mr.  Boiling,  even,  the  charges  of  Mr.  Sands — the  statementj 
Mr.  Sands — might  be  true,  that  the  amounts  that  he  did  pay  ontti 
division  were  in  the  nature  of  loans,  Mr.  Boiling  having  admi** 
that  he  did  receive  loans?  - 

Mr.  Meehan.  Yes;  it  is  perfectly  plausible  that  Sands  may  be  W* 
ing  the  truth  and  Boiling  a  lie. 

Mr.  Kelley.  Well,  Boiling  told  you  the  same  thing,  did  he  not! 
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EHAN.  Well,  no.    Boiling  told  me — he  denied  that  he  ever 

alk  or  conversation  with  Sands  about  the  getting  of  the 

ontract. 

:xEY.  Oh,  yes. 

SHAN.  And  I  think  he  told  me  at  that  time  his  relations  were 

uely  cordial  or  intimate  with  Mr.  Sisler,  and  that  he  had 

lids  for  years,  he  built  a  house  for  him,  and  that  Sands  gave 

€  for  it,  and  the  note  was  still  in  the  bank  there,  I  think, 

thing  over  $1,000  due.  and  that  Sands  had  from  time  to  time, 

as  in  the  Shipping  tioard  and  before  that,  made  payments 

es,  and  during  the  period  of  years  that  he  had  known  Sands 

oni  time  to  time  borrowed  money  from  Sands ;  that  he  had 

me  business,  or  for  a  number  of  years,  with  that  bank.    . 

LLEY.  You  did  not  inquire  from  Mr.  Boiling  whether  these 

been  paid  back  ? 

EHAN.  Yes;  Boiling — I  imagine  that  Boiling  said  there  was 

utstanding  account  between  them,  I  think  something  over 

le  by  Sands,  which  I  think  Sanas  admits;  that  is,  to  the 

$900. 

Li^Y.  Well,  that  is  a  note. 

[AIRMAN.  That  is  on  the  house. 

:ehan.  That  is  on  the  house  matter ;  yes. 

:lley.  That  is  not  due  now  until  next  December. 

EEHAN.  For  instance,  I  imagine  that  if  Boiling  borrowed 

m  a  payment  of  like  amoimt  came  due  on  the  note  it  would 

ral  thing,  if  Boiling  did  not  pay  it  back,  to  credit  it  on  the 

on't  know. 

CLLEY.  Did  Boiling  tell  you  what  you  are  saying  now  ? 

:ehan.  No. 

:lley.  You  are  just  saying  what  might  have  happened? 

EEHAN.  Yes;  but  I  say  that  he  borrowed  money  at  various 

elley.  As  to  the  Secretary  of  the  Shipping  Board,  Mr. 

len  did  he  leave  the  Shipping  Board  ? 

SEHAN.  About  a  year  beiore  I  went  to  Washington. 

JLLEY.  What  was  that  date  ? 

EEHAN.  I  went  to  Washington  in  February,  1920,  and  I 

left  there  in  the  spring  of  1919.  . 

ELLEY.  Yes.    Now,  of  course,  as  an  investigator  of  the  sit- 

ou  have  thoroughly  looked  up  all  the  papers  in  the  depart- 

iring  in  any  way  upon  Mr.  Sisler's  leaving  the  board  and 

he  service  of  the  board? 

BEHAN.  No ;  I  have  not. 

ELLEY.  You  do  not  know  whether  he  was  discharged  or  not  ? 

EEHAN.  No. 

ELLEY.  Well,  I  should  have  thought  you  would  have  done 
Meehan. 

EEHAN.  Well,  the  same  thing  applies  to  that  as  to  what  I 
applied  to  Boiling.    I  had  no  information— — 
ELLEY.  You  do  not  know  but  what  he  was  discharged  ? 
[eehan.  I  had  no  information   alleging  anything  against 
n  except  from  men  that  I  considered  to  be  crooks,  and  I 
I  had  gone  as  far  as  a  man  was  justified  in  going. 
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Mr.  Kelley.  But  I  sav,  you  do  not  know  but  what  you  conU 
found  in  the  records  of  the  Shipping  Board  evidence  thatbekl  L' 
been  dis<'har^ed,  maybe  for  some  offense;  you  never  looked  up  todlfe 

Mr.  Meeiian.  I  rather  think  if  he  was  1  would  have  heard  it  1^'^ 

Mr.  Kelij^t.  But  you  did  not  look  it  up  to  see?  Ifc- 

Mr.  Meeiian.  No  ;  he  was  out  a  long  time  before  I  got  there.    Mis. 

Mr.  Kelley.  And  do  you  know  whether  he  resigned  voluntiiilT«ic: 
not?  1 1 

Mr.  Meeiiax.  I  do  not ;  no,  sir.  It 

Mr.  Keij.ey.  Never  inquired  into  that?  I' 

Mr.  Meeiian.  No,  sir. 

Mr.  Kelley.  Well,  as  to  Mr.  Sisler  you  did  not  make  any  inniil  T. 
gat  ion  at  all  i  1^'- 

Mr.  Meehan.  No,  sir.  1  i' 

Mr.  Kelley.  I  was  just  trying  to  pet  into  the  i-ecord  who  amj  T 
this  rejxirt  that  I  read  from.    This  ls  a  cop}%  and  itdoesnStJt 
the  signature:  hut  the  initials  in  the  comer  are  "A.  C.  W.."ini 
title  is  "Assistant  district  officer." 

Mr.  Meeiiax.  That  was  Mr.  A.  C.  Wilkie. 

The  Chairman.  Mr.  Meehan,  do  I  underetand  you  to  say 
Judge  Payne  seemed  to  be  satisfied  that  no  furthei^-^ 

Mr.  Meeiian.  No:  I  said  that  I  rather  thought  Judge  P».vw! 
been  advised  of  this,  but  I  talked  with  Gillen  about  it,  IB^' 
Admiral  Benson. 

The  CiiAiuMAN.  Well,  I  am  asking  about  Judge  Payne  no^. 
you  ever  talk  with  him  about  it  ? 

Mr.  Meeiian.  I  am  not  sure,  Mr.  Chairman.  . 

The  Chairman.  Did  you  talk  with  Mr.  fiillen  while  he  visJ"?] 
Payne's  assistant? 

Mr.  Meeiian.  Yes,  sir.  . 

The  Chairman.  And  did  you  get  the  impression,  from  vl^t »l 
Gillen  said,  that  there  was  no  necessitj'^  of  making  any  furtto*] 
vestigation?  . 

Mr.  Meeiian.  Well,  I  would  not  want  to  give  the  idea  that  Ski 
Gillen  would  have  me  lay  off  the  investigation,  because  Mr.  G3I* 
is  not  that  ty|)e:  but  I  got  the  iini)re'^sion 

The  Chairman.  AVell,  when  you  talked  to  him,  what  was  it? 

Mr.  Meeiian.  I  got  the  impression  that  Gillen  was  satisfied  tlu 
Boiling  was  straight. 

The  Chairman.  Well,  now,  did  you  get  any  suggestion  or  direciio 
from  Mr.  (iillen  not  to  proceed  with  the  investigation? 

Mr.  Meehan.  No,  sir;  I  did  not. 

T\w  Chairman.  Hut  you  gained  the  impression  from  Mr.  Gil 
that  Mr.  Boiling  was  all  right,  so  far  as  this  transaction  went! 

Mr.  Meeiian.  Ves;  that  he  had  gone  over  it. 

The  Chairman.  Nothing  to  it? 

Mr.  Meeiian.  Yes. 

The  Chairman.  That  he  had  gone  over  the  Department  of  Jiri 
reports? 

Mr.  Meeiian.  No;  ho  did  not  say  that;  that  he  had  gone  into 
matter. 

The  (^iiAiRMAN.  He  had  gone  into  it? 

Mr.  Meehan.  And  believed  Boiling  was  straight. 
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Chairman.  Boiling  was  all  riffhtf 

AInEHAN.  But  I  would  like  to  nave  it  appear  on  the  record,  if 
£  an^  criticismi  oiPaccount  of  the  failure,  any  failure  to  in- 
Lte  tnis  thing  as  the  committee  feels  it  should  have  been  inves- 
l,  it  is  not  bSjause  of  any  direction  or  intimation  or  suggestion 
Line  from  anybody,  him  up  or  anywhere,  that  we  lay  off  the 
^  because  we  never  haa  that. 

Chairman.  All  right,  that  is  very  magnaminous  of  you  Mr. 
CI ;  but  we  will  ask  the  questions  and  make  up  our  conclusions, 
rse. 
I^eehan.  Well,  I  wanted  that  to  so  in  the  record. 

Chairman.  Mr.  Gillen  had  a  talk  with  you  about  this  story, 
bhe  investigation  that  was  made,  did  he  not? 

Meehan.  1  es,  sir. 

Chairman.  And  he  knew  that  the  Department  of  Justice  had 
-ffated  it,  did  he  not? 

Meehan.  He  had  been  informed ;  yes,  sir. 

Chairman.  Now,  did  Admiral  Benson  know  that  the  Depart- 
Df  Justice  had  investigated  it? 

Meehan.  He  had  been  informed  of  it ;  yes,  sir. 

Chairman.  By  whom? 

Meehan.  I  do  not  know,  but 

Chairman.  Did  you  tell  him  so? 

Meehan.  No  ;  he  knew  it. 
!  Chairman.  Well,  he  told  you  that  he  had  information  ? 

Meehan.  Yes. 

I  Chairman.  Now,  did  he  suggest  that  no  further  investigation 
ecessary  ? 

Meehan.  No,  sir. 

Chairman.  Did  he  state  to  you  that  he  was  satisfied  that  Mr. 
g  was  all  right? 

Meehan.  Yes,  sir. 

Chairman.  Now,  when  you  first  looked  into  this  matter  Mr. 
•  had  not  beei]^  indicted,  had  he  ? 

Meehan.  Oh^es.  I  never  looked  into  it  at  all  until  March, 
and  I  believe  Fuller 

Chairman.  Never? 

Meehan.  No  ;  I  did  not  go  to  Washington  until  it  was  either 
ary  or  March,  1920,  and  I  oelieve  Fuller  was  convicted  in  1919. 
*r  heard  of  Fuller,  as  I  testified  here,  until  the  matter  came  to 
tention  of  McCann's  preparations  to  print  this  story  on  Boiling 
ormation  furnished  by  a  man  named  Fuller.  I  had  never  heard 
•'s  name  mentioned  up  to  that  time. 

Chairman.  Oh,  I  see.  Well,  now,  at  the  time  these  transactions 
lUegjed  to  have  taken  place  neither  Mr.  Fuller  nor  Mr.  Sands 
»en  indicted,  had  they? 

Meehan.  No,  sir. 

Chairman.  Have  you  had  any  talk  with  Commander  Clements 
this  matter? 

Meehan.  Yes,  sir. 

Chairman.  Was  there  any  suggestion  on  his  part  that  further 
Lg:ation  was  unnecessary? 

Meehan.  No  ;  I  do  not  think  anything  Commander  Clements 
^ould  be  interpreted  that  way. 
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The  Chairman.  Have  you  had  any  talk  with  Mr.  Bailey? 

Mr.  Meehan.  No  j  we  do  not  take  matters  up  with  Mr.  Bailey. 
go  direct  to  the  chairman  or  the  executive  Assistant  to  the  chairn 

The  Chairman.  You  have  not  talked  with  Mr.  Bailey  about 
matter? 

Mr.  Meehan.  I  do  not  think  I  have.  If  I  have  ever  talke< 
Bailey  about  it,  it  would  only  be  incidentally  and  because  Bj 
spoke  to  me  about  it ;  but  we  never  make  reports  to  Mr.  Baile 
these  investigations. 

The  Chairman.  Well,  have  you  had  any  talk  with  Mr.  Bo 
about  this  matter  since  the  committee  began  its  inquiry? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  Have  you  had  any  talk  with  Mr.  Boiling  a 
anv  matter  since  the  committee  began  this  inquiry? 

Mr.  Meehan.  No,  sir ;  I  have  not  seen  Mr.  Boiling. 

The  Chairman.  Did  you  have  a  talk  over  the  telephone  with 
Shipping  Board  official  recently  from  Washington  and  give  oi 
interview  ? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  With  whom  ? 

Mr.  Meehan.  Col.  (joff. 

The  Chairman.  Col.  Goff? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  Did  you  understand  you  were  talking  for 
lication  ? 

Mr.  Meehan.  Well,  I  talked  five  or  six  times  with  Washii 
and  I  knew  that  the  colonel  was  g:oing  to  get  out  a  statemei 
that  a  statement  was  going  to  be  given  out  m  Washington,  a 
wanted  information  from  me  because  I  was  at  tiiis  ena  of  tiie 
and  he  said  he  was  getting  some  information  from  Mr.  Burke, 
so  I  told  him  in  a  general  way  what  I  had  done  on  it  and  tl: 
pressions  that  I  gained,  etc. 

The  Chairman.  Did  you  understand  that  you  were  taUdn 
publication? 

Mr.  Meehan.  Yes,  sir ;  that  it  would  be  used  ill  a  statement 
given  out  in  Washington. 

The  Chairman.  Now,  did  you  state  that  Mr.  Fisher  had  m 
false  statement? 

Mr.  Meehan.  Yes,  sir. 

The  Chairman.  What  do  you  consider  as  false  that  Mr.  1 
has  stated? 

Mr.  Meehan.  Well,  in  Mr.  Fisher's — in  that  book,  that  wai 
part  you  quoted  the  other  dajr,  you  asked  Mr.  Fisher  what  h 
to  support  that.  Mr.  Fisher  first  referred  to  the  Lake  Elkwo(h 
as  a  matter  that  had  not  been  investigated.  Mr.  Fisher  ha 
access  to  our  files 

The  Chairman  (interposing).  I  am  asking  you  now  what  i 
Fisher's — what  Mr.  Fisher  has  said  that  was  raise? 

Mr.  Meehan.  That  statement  was  not  true — ^yes — ^that  w( 
not  investigated  the  Lake  Elhwood  case  and  that  we  had  not  in 
gated  this  matter  at  all. 

The  Chairman.  Then,  with  reference  to  this  case,  you  war 
committee  to  understand  that  you  have  investigated  the  B< 
matter,  do  you  ? 
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:han.  I  have  investigated  it  to  some  extent ;  yes. 
iiRiiAN.  Oh,  to  some  extent  ? 

BHAN.  Yes,  sir;  and  to  an  extent  that  satisfied  me  and 
•,  according  to  a  statement  Mr.  Fisher  made  to  Mr.  Twee- 
ilso  made  to  Admiral  Benson  and  Mr.  Clements  in  my 

viRMAN.  Yes. 

BHAN.  That  he  was  satisfied  that  Boiling  was  straight, 

that  Mr.  Fisher,  in  bringijng  this  matter  up,  should  have 

at  much  and  not  given  the  mipression,  as  1  felt  that  his 

was  intended  to,  that  we  had  not  investigated  Boiling  be- 

oUing's  connections. 

viRMAN.  Did  you  hear  Mr.  Fisher  make  any  statemejnt  to 

ittee  that  this  investigation  had  not  been  made  by  the 

Board  because  Mr.  Boiling  was  a  brother-in-law  of  the 

HAN.  No,  sir. 

AIRMAN.  Did  you  hear  him  make  any  statement  that  car- 
nplication  ? 

;han.  I  said  no ;  he  did  not  make  the  statement  nor  did  I 
way. 

AIRMAN.  Now,  this  transaction  took  place  from  March  to 
September,  1918? 
;han.  Yes,  sir. 

AIRMAN.  Do  you  kinow  of  a  single  investigation  that  was 
le  Shipping  feoard  prior  to  192(?— by  the  Shipping  Board, 

JHAN.  No ;  I  do  not. 

AIRMAN.  Do  you  know  of  any  investigation  that  was  made 

partment  of  Justice  prior  to  the  fall  of  1919? 

SHAN.  I  do  not  know  the  date  of  the  Department  of  Jus- 

jtigation,  but  I  think  it  was  the  latter  part  of  1918  or  1919, 

irt  of  1919. 

AIRMAN.  Did  the  Department  of  Justice  investigate  this? 

KHAN.  Yes,  sir,  I  think  so ;  that  is  the  statement  made  by 

on  Thompson. 

AIRMAN.  He  is  now  a  member  of  the  Federal  Trade  Com- 

EHAN.  Federal  Trade  Commission;  yes,  sir. 

AIRMAN.  Have  you  got  a  copy  of  his  report  in  your  files? 

SHAN.  No,  sir. 

AIRMAN,  where  is  his  report? 

EHAN.  In  the  Department  of  Justice,  I  imagine. 

[AIRMAN.  Did  you  not  say  he  reported  to  the  Shipping 

EHAN.  No.  The  report  was  signed  by  Mr.  Burke.  Mr. 
jrviewed  Mr.  Thompson,  and  went  over  to  the  Department 
and  made  a  report  of  the  results  of  the  investigation  based 
statements  made  to  him  by  Mr.  Thompson. 
AIRMAN.  Mr.  Meehan,  it  is  a  fact,  is  it  not,  that  the  investi- 
1  made  in  this  case  stopped  with  what  the  Department  of 
xl  found  and  with  your  interview  with  Mr.  Tweedale  and 
ig? 
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Mr.  M EEHAN.  And  the  admiral ;  yes,  sir. 

Tlie  Chairman.  The  admiral  was  not  concerned  in  this,  was 

Mr.  Mfehan.  I  mean,  I  reported  to  the  admiral  all  the  same. 

Tlie  (^HAiRMAN.  Well,  it  stopped  then. 

Mr.  Meehan.  I  told  you  it  was  not  closed,  because  it  has  only  l«i 
recently  that  I  tried  to  get  this  additional  information  out  of  tki 
man  Beckerly. 

The  Chairman.  And  Mr.  Beckerly,  so  far  as  you  know,  has  Ml 
any  more  to  do  with  this  transaction  than  the  man  in  the  moft 
has  he  ? 

Mr.  Meehan.  Mr.  Beckerly  is  very  friendly  with  Mr.  Boiling. 

The  Chairman.  Yes. 

Mr.  Meehan.  And  with  Mr.  Robertson. 

The  Chairman.  And  Mr.  Boiling  has  probably  got  a  dozen  odw 
men  who  are  very  friendly  with  him,  but  they  do  not  know  anythisfi 
about  this  tran.saction,  and  Beckerly  does  not,  does  he? 

Mr.  Meehan.  I  do  not  know. 

The  Chairman.  He  has  never  given  you  any  information  abort  i 
has  he? 

Mr.  Meehan.  I  got  the  information  from  Beckerly  that  thf 
trusted  him  to  the  extent.  Boiling's  own  partner,  Robertson,  of  tun- 
ing over  the  a.ssets  of  his  brokerage  concern  to  him,  that  hes« 
Beckerly  in  Boiling's  office  a  number  of  times,  and  Beckerly  haslxi 
to  me  to  find  out  what  I  had  on  him,  and  I  thought  that  if  Boflaf, 
were  wrong  that  his  partner,  Robertson,  might  know  it:  andw 
if  his  partner  Robertson  did  know  it,  that  fieckerly  might  be  ilh 
to  get  the  information  and  give  it  to  me. 

The  Chairman.  Do  vou  consider  Mr.  Beckerlv  in  the  samedii 
with  these  other  «:entlemen  ? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  You  do  not? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  But  these  things  you  are  now  stating  arecondi- 
sions  that  you  reaclie<l  in  figuring  out  how  you  were  going  toget^* 
this  thinir? 

Mr.  Meehax.  You  have  to  do  that  in  all  these  cases. 

The  Chairman.  Sir? 

Mr.  Meehan.  You  have  to  do  that  in  all  these  cases. 

The  Chahjman.  You  have? 

Mr.  Meehan.  Yes. 

The  (^HAiRMAN.  Inquire  as  to  a  man  that  does  not  know  nnythinf 
about  the  transaction  at  all? 

Mr.  Meehan.  He  is  very  close  to  Mr.  Boiling  and  close  to  M^- 
Robertson. 

The  Chahlman.  That  is  all  right.     Now,  what  about  it?    iHdl* 
know  anything  about  this  transaction? 

Mr.  Meehan.  I  believe  he  does,  perhaps;  but  I  have  not  goi^f 
thing  out  of  him  yet. 

The  Chairman.  You  think  Mr.  Beckerly  knows  something  abort 
it? 

Mr.  Meehan.  I  would  not  be  surprised  if  he  does. 

The  (!'hairman.  Do  you  know  where  he  lives? 

Mr.  Meehan.  He  is  connected  now  with  the  White  Haven  Ship 
building  Co.,  I  believe. 
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^'he  Chairman.  Where  is  that  ? 

Ir.  Meehan.  Somewhere  in  Maryland ;  I  have  forgotten  the  ad- 


;*he  Chairman.  What  are  his  initials? 

Ir.  Meehan.  George  W^^I  believe. 

^he  Chairman.  George  W.  Beckerly? 

Ir.  Meehan.  Mr.  Fisher  has  his  name. 

?he  Chairman.  You  say  the  Lake  Elkwood  matter  was  investi- 

ed  by  the  Shipping  Board? 

ilr.  Meehan.   x  es,  sir. 

The  Chairman.  By  whom? 

dr.  Meehan.  Several  men  in  our  department. 

[Tie  Chairman.  When? 

bdr.  Meehan.  Immediately  after  we  got  the  first  report  from 

enos  Aires  through  the  iState  Department;  and  the  matter  was 

led  to  Admiral  Benson's  attention  and  Mr.  Foley's  attention,  and 

had  every  reason  up  to  that  time  to'  regard  Mr.  Haeberle,  the 
Dierican  consul  there,  as  a  high-type  man.  Mr.  Haeberle  has  as- 
Led  me  in  several  investigations,  but  we  have  had  various  com- 
L  ints  of  this  kind  down  there.  And  very  shortly  thereafter  Capt. 
rden,  of  the  United  States  Coast  Survey  service,  was  sent  down  to 
>resent  the  Shipping  Board,  and  other  representatives  were  sent 
IRio  and  all  those  ports  down  there ;  and  I  think  the  admiral  has 
cen  all  steps  possible  to  correct  the  things  complained  of  by  Capt. 
ambliss,  if  Capt.  Chambliss  was  telling  the  truth  about  it,  although 
5  captain's  story  varies  considerably  from  the  story  that  came  to 
"i  State  Department. 

The  Chairman.  Do  you  know  that  the  State  Department  made-  an 
•rcstigation  of  the  conditions  down  there  in  Rio  and  practically 
bstantiated  every  charge  that  was  made  as  to  the  collusion  and 
ilcting  of  the  Shipping  Board  for  repairs  and  supplies? 
Mr.  Meehan.  It  did  not  substantiate  Capt.  Chambliss's  story, 
lere  is  quite  a  divergence  there  between  Haeberle,  the  consul,  and 
lambliss  on  that. 

The  Chairman.  Did  it  substantiate  the  story  of  Capt.  Elliott,  who 
IS  put  into  jail  for  five  days? 
Mr.  Meehan.  I  do  not  recall,  offhand,  that  story. 
The  Chairman.  Did  the  Shipping  Board  investigate  that? 
Mr.  Meehan.  I  do  not  recall  that,  Mr.  Walsh. 
The  Chairman.  No. 

Mr.  Meehan.  We  have  investigated  a  good  many  of  those  thinj 
wn  there,  and  I  believe  we  are  straightening  it  out.    I  do  not  thii 
ybody  denies  we  were  just  pretty  generally  robbed  down  there  for 
my,  many  months. 

The  Chairman.  Did  you  make  some  other  statements  with  refer- 
ee to  this  investigation  to  Col.  Goff  ? 
Mr.  Meehan.  Yes,  sir. 
The  Chairman.  What  did  you  say? 

Mr.  Meehan.  Well,  I  said,  among  other  thing^,  that  one  of  the 
Lsons  that  I  had  not  gone  any  further  on  this  thing  was  because  of 
J  connection  of  John  Schwarzkopf  with  him,  and  that  Schwarz- 
pf — I  explained  to  the  colonel  when  I  first  met  Schwarzkopf,  and 

came  into  my  office  in  Washington  and  represented  himself  e^a 
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Mr.  Meehan.  And  the  admiral ;  yes,  sir. 

The  Chairman.  The  admiral  was  not  concerned  in  this,  wis  be! 

Mr.  Mf.ehan.  I  mean,  I  reported  to  the  admiral  all  the  same. 

The  Chairman.  Well,  it  stopped  then. 

Mr.  Meehan.  I  told  yoii  it  was  not  closed,  because  it  has  only  bee 
recently  that  I  tried  to  get  this  additional  information  out  of  tte 
man  Beckerly. 

The  (^hairman.  And  Mr.  Beckerly,  so  far  as  you  know,  has  not 
any  more  to  do  with  this  transaction  than  the  man  in  the  mooi 
has  he  ? 

Mr.  Meehan.  Mr.  Beckerly  is  very  friendly  with  Mr.  Bollinf:. 

The  Chairman.  Yes. 

Mr.  Meehan.  And  with  Mr.  Robertson. 

The  Chairman.  And  Mr.  Boiling  has  probably  got  a  dozen  otte 
men  who  are  very  friendly  with  him,  but  they  do  not  know  anythiiif 
about  this  transaction,  and  Beckerlv  does  not,  does  he? 

Mr.  Meehan.  I  do  not  know. 

The  Chairman.  He  has  never  given  you  any  information  about  ii. 
has  he  ? 

ifr.  Meehan.  I  got  the  information  from  Beckerly  that  ihj 
trusted  him  to  the  extent.  Boiling's  own  partner,  Robertson,  of  tun- 
ing over  the  assets  of  his  brokerage  concern  to  him,  that  he  SB* 
Beckerly  in  Boiling's  office  a  number  of  times,  and  Beckerly  has  be* 
to  me  to  find  out  what  I  had  on  him,  and  I  thought  that  if  BoIli< 
were  wrong  that  his  partner,  Robertson,  might  know  it:  andff« 
if  his  partner  Robertson  did  know  it,  that  Beckerly  might  be  ilk 
to  get  the  information  and  give  it  to  me. 

The  Chairman.  Do  you  consider  Mr.  Beckerly  in  the  samecltf 
with  these  other  gentlemen  ? 

Mr.  Meehan.  No,  sir. 

The  Chairman.  You  do  not? 

Mr.  Meehan.  No,  sir. 

Tlie  Chairman.  But  these  things  you  are  now  stating  areoowli- 
sions  that  you  readied  in  figuring  out  how  you  were  going  to  ge**^ 
this  thinir? 

Mr.  Meehan.  You  have  to  do  that  in  all  these  cases. 

The  Chahjman.  Sir? 

Mr.  Meehan.  You  have  to  do  that  in  all  these  cases. 

The  Chairman.  You  have? 

Mr.  Meehan.  Yes. 

The  Chairman.  Inquire  as  to  a  man  that  does  not  know  anythiBf 
about  the  transnction  at  all? 

Mr.  Meehan.  He  is  very  close  to  Mr.  Boiling  and  close  to  » 
Robertson. 

The  Chairman.  That  is  all  right.  Now,  what  about  it?  M* 
know  anything  al)out  this  transaction? 

Mr.  Meehan.  I  believe  he  does,  perhaps;  but  I  have  not  got tf?' 
thing  out  of  him  yet.  ^ 

Tlie  Chairman.  You  think  Mr.  Beckerly  knows  something  «W» 

it? 

Mr.  Meehan.  I  would  not  be  surprised  if  he  does. 

The  Chairman.  Do  you  know  where  he  lives?  . 

Mr.  Meehan.  He  is  connected  now  with  the  White  Haven  Swp 
building  Co.j  I  believe. 


SHIPPING  BOARD  OPERATIONS.  2768 

"*he  Chairman.  Where  is  that? 

Ir.  Meehan.  Somewhere  in  Maryland;  I  have  forgotten  the  ad- 
ss. 

^he  Chairman.  What  are  his  initials? 
Ir.  Meehan.  George  W«  I  believe, 
''he  Chairman.  George  W.  Beckerly? 
Ir.  Meehan.  Mr.  Fisher  has  his  name. 

^he  Chairman.  You  say  the  Lake  Elkwood  matter  was  investi- 
ed  by  the  Shipping  Board? 
ir.  Meehan.  Yes,  sir. 
r'he  Chairman.  By  whom? 
dr.  Meehan.  Several  men  in  our  department, 
['he  Chairman.  When? 

rfr.  Meehan.  Immediately  after  we  got  the  first  report  from 
enos  Aires  through  the  State  Department;  and  the  matter  was 
led  to  Admiral  Benson's  attention  and  Mr.  Foley's  attention,  and 
had  every  reason  up  to  that  time  to'  regard  Mr.  Haeberle,  the 
:ierican  consul  there,  as  a  high-type  man.  Mr.  Haeberle  has  as- 
:ed  me  in  several  investigations,  but  we  have  had  various  com- 
.  ints  of  this  kind  down  there.  And  very  shortly  thereafter  Capt. 
rden,  of  the  United  States  Coast  Survey  service,  was  sent  down  to 
>resent  the  Shipping  Board,  and  other  representatives  were  sent 
IRio  and  all  those  ports  down  there ;  and  I  think  the  admiral  has 
ren  all  steps  possible  to  correct  the  things  complained  of  by  Capt. 
ambliss,  if  Capt.  Chambliss  was  telling  the  truth  about  it,  although 
i  captain's  story  varies  considerably  from  the  story  that  came  to 
i  State  Department. 

The  Chairman.  Do  you  know  that  the  State  Department  made  an 
^estigation  of  the  conditions  down  there  in  Rio  and  practically 
3stantiated  every  charge  that  was  made  as  to  the  collusion  and 
ilcting  of  the  Shipping  Board  for  repairs  and  supplies? 
Mr.  Meehan.  It  did  not  substantiate  Capt.  Chambliss's  story, 
lere  is  quite  a  divergence  there  between  Haeberle,  the  consul,  and 
tambliss  on  that. 

Phe  Chair^ian.  Did  it  substantiate  the  story  of  Capt.  Elliott,  who 
ls  put  into  jail  for  five  days? 
Mr.  Meehan.  I  do  not  recall,  offhand,  that  story. 
The  Chairman.  Did  the  Shipping  Board  investigate  that? 
Mr.  Meehan.  I  do  not  recall  tnat,  Mr.  Walsh. 
The  Chairman.  No. 

Mr.  Meehan.  We  have  investigated  a  good  many  of  those  things 
wn  there,  and  I  believe  we  are  straightening  it  out.  I  do  not  thimc 
ybody  denies  we  were  just  pretty  generally  robbed  down  there  for 
any,  many  months. 

The  Chairman.  Did  you  make  some  other  statements  with  refer- 
ee to  this  investigation  to  Col.  Goff  ? 
Mr.  Meehan.  Yes,  sir. 
The  Chairman.  What  did  you  say? 

Mr.  Meehan.  Well,  I  said,  among  other  thin^,  that  one  of  the 
isons  that  I  had  not  gone  any  further  on  this  thing  was  because  of 
5  connection  of  John  Schwarzkopf  with  him,  and  that  Schwarz- 
E>f — I  explained  to  the  colonel  when  I  first  met  Schwarzkopf,  and 
came  into  my  office  in  Washington  and  represented  himself  as 
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gathering  information  for  a  committee — a  congressional  investipl- 
ing  committee:  and  later  I  ascertained  that  Mr.  Schwarzkopf  ml 
connected  in  Washin^on  with  Ludwig  Martens,  the  KussiansoTMll 
ambassador,  and  that  I  had  found  that  not  only  in  the  Shippar 
Board  inquiry,  but  in  connection  with  various  other  matters  in  whiA 
attacks  have  come  through  the  press  on  various  other  matters  inirtikki 
ernment,  that  Mr.  Schwarzkopf  usually  appears,  and  that  at  thetinu 
that  he  and  McCann  came  there  McCann  was  interested  in  this  matter 
because  of  a  suit  that  was  brought  against  his  paper,  and  thiti 
thought  that  on  account  of  Schwarzkopf's  general  activities  that the« 
might  be  something  sinister  about  this  entire  proposition. 

The  Chairman.  What  do  you  mean  by  "  this  entire  proix)sition"- 
the  Sands  matter  and  Boiling? 

Mr.  Meehan.  Yes;  and  Scliwarzkopf's  connection  with  it. 

The  Chairman.  You  made  no  statement  that  bolshevist  pro* 
ganda  was  responsible  for  the  facts  which  were  brought  out  b?  m 
committee  ? 

Mr.  Meehan.  Oh,  no;  that  is  not  in  the  statement.  But  I  said  I 
believed  that  they  were  taking  advantage  of  it. 

The  Chairman.  That  who  w^ere  taking  advantage  of  it? 

Mr.  Meehan.  That  the  bolshevists  were  taking  advantage  of  'i 
For  instance,  if  a  matter  involving  the  President's  brother-in-lif 
w^ould  be  meat  for  these  men.  I  do  not  doubt  that  it  is  a  matter  tW 
is  already  eagerly  grasped  by  them. 

The  Chairman.  And,  for  that  reason,  do  you  not  believe,  Mt 
Meehan,  that  there  should  be  some  determination  by  somebody,  9on»- 
where,  with  utmost  publicity  given  to  it,  as  to  what  the  actual  UxA 
are  with  regard  to  the  transaction? 

Mr.  Meehan.  Yes,  sir;  I  think  1  told  yoU 

The  Chairman.  Yes,  sir.  ■ 

Mr.  Meehan  (continuing).  I  would  like  to  say  here  that  I  advisri 
you  the  other  day  that  I  thought  it  was  the  proper  thing  to  hearMt 
Sands ;  that  if  Boiling  were  guilty,  I,  for  one,  was  in  favor  of  giving 
Sands  immunity  in  order  to  get  a  man  like  Boiling,  who  would  stoof 
to  a  thing  like  that,  and  I  feelthat  way  to-day. 

The  CiiAiRMAN.  And  that  was  in  a  conference  had  in  a  comer  of 
a  room  with  you  and  Mr.  Fisher? 

Mr.  Meehan.  Yes,  sir;  and  I  would  like  to  say,  Mr.  Walsh, W 
while  I  did  not  like  Mr.  Schwarzkopf's — a  great  many  of  his  actni- 
ties,  I  do  not  want  to  do  him  an  injustice.  I  understand  he  is  goinj 
to  testify,  and  he  can  explain  better  what  his  relations  withMt 
Martens  is ;  but  he  came  to  me  as  a  representative  of  a  congreesioDil 
committee,  and  attempted  to  get  files  out  of  our  office. 

The  Chairman.  This  committee  ? 

Mr.  Meehan.  When  I  asked  him  point  blank  if  it  was  this  coO' 
mittee,  he  was  not  very  definite  about  it,  and  finally  it  looked  asif  i^ 
might  be  anything  l)etween  your  committee  and  tne  Republican  n^ 
tional  committee.  And  finally  I  asked  him  what  connection  he  W 
with  Mr.  Hearst.  Schwarzkopf  professes  to  be  a  man  who  isi^ 
terested,  in  addition  to  his  relations  with  Ludwig  Martens,  a  ^ 
Government  in  this  country,  and  I  am,  too;  and  while  I  think  it* 
well  to  watch  men  that  are  hobnobbing  too  closely  with  these  iBj 
like  Martens^  I  would  not  say  anything  or  do  anything  that  w(wM 
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►ne  instant  deter  the  committee  in  going  to  the  very  limit  in  show- 
ip  any  men  of  Boiling's  type,  and  even  higher  than  that,  because 
en  of  that  kind  are  guilty  they  are  the  ones  who  are  responsible 
Bolshevism  in  the  country,  and  it  has  got  to  be  cleared  up. 
le  Chairman.  You  have  been  connected  with  this  department 
doing  work  of  this  character  lon^  enouffh  so  that,  in  the  language 
le  street,  you  are  "  from  Missouri."  \A^en  a  charge  is  made,  you 
:  the  facts  before  j^ou  make  a  finding. 
r.  Meehan.  Yes,  sir. 

le  Chairman.  And  when  you  find  facts  pointing  to  a  certain  con- 
on,  before  you  are  satisfied  the  charge  is  ill  founded,  you  want  a 
ty  substantial  preponderance  of  the  evidence  shown  to  you  before 
come  to  a  different  conclusion  ? 

r.  ilEEHAN.  Yes,  sir.  The  way  I  felt  about  this  matter  the  other 
was,  that  I  think  Alfred  McCJann  will  publish  most  anything  of 

kind  that  he  gets  in  his  hands  if  he  is  nearly  within  the  law.  I 
k  Mr.  McCann  was  very  anxious  to  publish  that  because  of  this 
ling  Downey  suit,  and  I  felt  that  he  knew,  and  Mr.  Fisher,  too, 

it  was  quite  a  stab  at  the  reputation  of  a  man  whd  generally  was 
ected  in  the  country,  and  a  stab,  almost,  at  the  President  himself, 
d  on  a  proposition  which  would  not  have  any  standing  in  a  court ; 

1  thought  it  was  a  matter  that  ought  to  be  further  investigated 
tly,  in  order  to  get  some  corroborated  evidence. 
[le  Chairman.  You  feel  that  perhaps  the  inquiry  which  this  com- 
ee  has  undertaken  has  precluded  the  ascertainment  cf  the  real 
s  in  the  case? 

r.  Meehan.  No  •  I  do  not. 
he  Chairman,  lou  said  "quietly."    I  did  not  know  but  what- 


T.  Meehan.  Yes ;  that  is  the  way  I  felt.  But  since  the  matter  has 
e  out  and  Mr.  Boiling  says  he  wants  an  investigation,  and  since 
as  come  out  I  have  rather  changed  my  opinion,  and  I  think  you 

be  able  to  either  disprove  it  or  establish  the  fact, 
he  (^HAiRMAN.  You  havc  given  your  statement  as  to  what  this 
ment  mi^ht  have  been  for.  I  want,  at  the  risk  of  repetition,  be- 
5e  I  think  Mr.  Kelley  propounded  a  similar  inquiry,  to  ask  this : 
uming  that  there  was  no  question  as  to  the  financial  standing  of 
Downey  Shipbuilding  Corporation,  and  that  everything  was  sat- 
ctory  as  far  as  the  Shipping  Board  went  with  them,  the  reports 
7  had  got;  assuming  they  had  already  had  a  large  contract  for 
1  cargo  ships,  and  assuming  that  there  was  no  need  to  camoufltige 
he  extent  of  $100,000  bank  standing,  what  is  your  judirment  as  to 
^  this  $40,000  was  paid  through  notes  to  Tucker  Sands?  Will  you 
I  the  committee  the  benefit  of  your  judgment  on  that,  your 
lion  ? 

[r.  Meehan.  Well,  I  have  told  you,  Mr.  Chairman,  what  I  was  led 
elieve  by  information  that  T  had  obtained. 

he  Chairman.  T  am  assuming  that  that  is  all  wiped  aside;  that 
:  is  not  so. 

It.  Meehan.  In  view  of  the  present  proceedings.  I  would  prefer 
rait  to  pass  judgment, 
he  Chairman.  Very  well. 

[r.  Keixey.  Just  one  question,  Mr.  Meehan :  I  do  not  know  that 
uffht  to  ask  vou  this  question,  but,  in  view  of  your  opinion  of 

Fuller * 
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Mr^  Meeuan  (interposing).  I  never  saw  Mr.  Fuller  until  to-diy. 

Mr.  Kelley.  1  judge  your  opinion  of  him  was  not  good 

Mr.  Meehan  (interposing).  Based  only  on  the  records  of  the awit 
and  my  talk  with  this  man  in  Washington  the  president  of  the  Wt^l 
ington  Hotel  Co. 

Mr.  Kelley  (continuing).  How  do  you  explain  his  reemploymrt 
by  the  Department  of  Justice  after  conviction  by  that  same  depaiV 
ment  i 

Mr.  Meehan.  I  did  not  know  that  he  was  reemployed. 

Mr.  KELiiEY.  Did  you  not  know  that  four  months  after  he  wasc* 
victed  that  he  went  back  and  worked  for  the  Department  of  Justia! 

Mr.  Meehan.  I  did  not  know  that  until  two  or  three  days  a^. 

Mr.  KEijji:Y.  Knowinjj  it  now,  what  is  your  opinion?  Dtwsttal 
change  your  opinion  of  Mr.  Fuller? 

Mr.  Meehan.  My  attitude  on  that  would  be  just  like  it  waso- 
pressed  to  you  and  the  chaiiman  the  other  day  about  Mr.  Sand?,  giv- 
ing him  immunity :  If  you  can  get  bigger  crooks  by  using  Mr.  Fufler. 
why,  1  say,  "  get  them  and  turn  him  loose."  That  is  what  I  wonH 
do.  It  has  been  done  a  good  deal,  and  I  think  it  is  the  right  way  to  da 
1  hate  to  iro  after  these  little  fellows  anvwav  in  this  case. 

I  would  like  to  say  here  that  Mr.  Fuller  has  an  appeal,  and  ^m 
my  opinion  is  that  Mr.  Fuller  was  a  crook  was  based  on  the  fact 
that  he  was  convicted  of  a  crooked  deal  in  a  court  in  the  District  ol 
Columbia,  and  I  had  no  reason  to  believe  but  what  the  conviction  wk 
a  proper  (me,  he  is  out  on  appeal  and  he  is  entitled  to 

Mr.  IvELiJiY  (interposing).  You  do  not  know  from  investigatioo 
whether  or  not  the  Department  of  Justice  possibly  feels  that  there 
is  a  veiy  great  likelihcwxl  of  a  reveisal  in  the  higher  courts? 

Mr.  J^Ieehan.  T  do  not  know  that. 

Mr.  Kklley.  You  did  not  inquire  into  that  to  determine  why  thff 
reemployed  him,  because  you  did  not  know  that  he  was  reemployed 

Mr.  Meehan.  I  did  not  know  it. 

Mr.  Keixey.  But  if  you  had  been  looking  him  up  very  carefully 
you  would  have  ascertained  that  fact? 

Mr.  Meehan.  He  was  employed,  I  believe  he  said,  in  July. 

Mr.  Kelley.  Well,  for  several  months  after  he  was  convicted. 

Mr.  Meehan.  I  investigated  Mr.  Fuller,  I  think,  in  April  orMiy, 
and,  as  I  said,  in  addition  to  this  indictment  I  went  to  a  man  in 
Washington  that  I  have  every  confidence  in,  Mr.  Kobert  Downs,  ol 
the  Washington  Hotel. 

Mr.  KeliJ':y.  Still,  they  might  have  had  some  business  trouhh 
which  would  have  led  to  an  adverse  report.  You  often  find  thil 
among  business  men  who  have  trouble  in  business. 

Mr.  Meehan.  That  is  true. 

Mr.  Keixey.  Did  you  go  to  the  Department  of  Justice  to  find  o^ 
he  was  taken  back  because 

Mr.  Meehan.  He  had  not  been  taken  back  at  that  time.  I  belief 
he  said  he  was  emploved  in  July. 

Mr.  Keijj^iy.  July,  1920? 

Mr.  Meehan.  1920 — that  was  my  understanding.  My  investigfr 
tion  was  made  in  April  or  May,  1920. 

Mr.  IvELiJ-iY.  You  have  not  made  anv  investigation  of  his  cK 
lately? 

Mr.  Meehan.  No,  sir. 
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iLLEY.  And  when  was  he  convicted,  do  you  know? 

lEHAN.  I  believe  in  December,  1918. 

WJEY.  Did  you  in(]|uire  of  Mr.  Downs  whether  or  not  he  had 

financial  difficulties  or  disagreements  with  Mr.  Fuller? 
:ehan.  That  was  what  I  got  from  Downs.    Downs  told  me 
sr  was  a  director  in  his  bank,  representing  P.  D.  Armour, 
invested  $100,000  in  the  construction  of  that  hotel. 
LLEY.  What  bank  is  this,  Mr.  Meehan,  that  you  are  speaking 
say  Mr.  Fuller  was  a  director  in  his  bank  ? 
EHAN.  I  mean  hotel. 
LLEY.  Oh,  yes. 

•:ehan.  And  that  Fuller  came  to  him  and  wanted  him  to 
I  note  of  P.  D.  Armour,  jr.,  for  $10,000.  He  discounted  it, 
ote  came  due,  and  much  to  his  surprise  young  Armour  did 
b  up  and  Fuller,  as  I  recall  it,  paid  $2,000  on  it  and  extended 
ter  it  became  due  again,  and,  I  believe,  was  renewed,  and 
Id  me  that  Fuller  explained  that  he  had  to  go  down  to  some 
np  in  Virginia,  or  some  place  near  Washington,  to  see  young 
md  get  the  renewed  note,  and  the  following  morning  after 
at  he  showed  up  with  the  renewal  and  that  he.  Downs,  had 
rtained  that  it  was  an  impossibility  for  Fuller  to  have  seen 
nour,  because  he  found  out  from  him  that  morning  that  he 
lere  where  Fuller  claimed  he  was,  and  he  got  suspicious  and 
natter  up  with  his  bank. 

he  note  came  due  again  he  said  he  had  to  pay  it,  and  he 
0  on  it.  He  took  the  matter  up  with  P.  D.  Armour,  and 
lenounced  it  as  a  forgery  and  refused  to  pay  it.  Young 
our  so  denounced  it,  and  "Downs  said  at  that  time  he  found 
e  several  of  those  alleged  Armour  notes  in  banks  in  Wash- 
fid  I  believe  it  was  Downs  that  called  the  matter  to  the 
of  the  Comptroller  of  the  Currency. 

LLEY.  But  just  who  forged  these  notes  has  not  yet  appeared? 
lEHAN.  Not  that  note.    I  believe  they  tried  Mr.  Fuller  on  a 

forging  and  uttering  forged  instruments  in  Washington, 
hairman  explained  that  he  was  acquitted  on  the  forgery 

LLEY.  And  found  guilty  only  of  uttering  a  forged  note  ? 

EHAN.  Yes. 

LLEY.  Has  the  information  which  has  come  to  you  through 

ng  modified  your  attitude  to  such  an  extent  that  you  feel 

,  to  inquire  into  the  Fuller  matter  more  to  determine  whether 

testimony  would  be  worthv  of  credence? 

5EHAN.  Yes;  in  view  of  the  fact  that^  the  Department  of 

w  fit  to  reemplov  him,  and  it  was  the  Department  of  Jus- 

)rosecuted  him,  I  would  be  inclined  to  believe  that  they  had 

•  doing  that. 

LLEY.  You  would  want  to  know  what  that  was? 

EHAN.  Yes. 

LLEY.  You  do  not  know  now  ? 

EHAN.  No ;  I  do  not. 

AiKMAN.  The  committee  will  now  suspend  until  9.30  o'clock 

7  morning. 

upon,  at  5.57  o'clock  p.  m.,  the  committee  adjourned  until 

7,  Saturday,  November  27,  1920,  at  9.30  o'clock  a.  m.) 
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House  of  Representatives, 
New  York^  Novemier  S7, 

The  committee  met  in  room  401,  United  States  post-office  buildiij 
at  9:45  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chairman)  presiding. 
Present  also :  Hon.  Patrick  H.  Kelley,  member  of  committee. 

TESTIMONY  OF  MB.  HABOLD  F.  HAKES. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  What  is  your  name? 

Mr.  Hanes.  Harold  F.  Hanes. 

The  Chairman.  What  is  your  business  or  occupation? 

Mr.  Hanes.  I  am  employed  by  the  Emergency  Fleet  Corpontiii 
as  a  junior  examiner. 

The  Chairman.  Where? 

Mr.  Hanes.  At  the  present  time  in  New  York. 

The  Chairman.  In  what  department? 

Mr.  Hanes.  The  general  comptroller. 

The  Chairman.  Who  is  the  general  comptroller? 

Mr.  Hanes.  Mr.  A.  Tweedale. 

The  Chairman.  Do  you  report  to  him  directly? 

Mr.  Hanes.  Yes,  sir.' 

The  Chairman.  And  of  what  do  your  duties  consist? 

Mr.  Hanes.  At  the  present  time  1  have  charge  of  the  investip 
of  personnel  ijn  the  repair  cost  audit  bureau  in  New  York,  par 
larly  with  reference  to  the  time  and  material  checking. 

'f he  Chairman.  That  is,  you  are  in  charge  of  the  repair  cost : 
bureau  ? 

Mr.  Hanes.  I  am  in  charge  of  the  checkers,  the  time  and  mat 
checkers. 

The  Chairman.  Do  you  know  anything  with  reference  to  the 
mercial  rates  here  in  New  York  as  compared  with  previous  cost 
rates? 

Mr.  Hanes.  I  have  information  from  auditors  in  the  repaii 
audit  bureau,  with  whom  I  have  talked,  that  the  commercial  n 
present  in  vogue  in  the  port  of  New  York  are  higher  tha;n  the 
plus  rates.  For  instance,  a  machinist  who  was  paid  by  the  i 
com})any  80  cents  per  liour,  is  paid  for  by  the  Shipping  Boa 
$1.87  or  $1..*^75  per  hour,  that  being  gi-eater  than  the  50  per  cent 
the  cost  plus. 

The  Chairman.  Do  vou  know  whether  that  is  confined  to  Shi] 
Board  work  or  Inot? 

Mr.  Hanes.  1  do  not ;  no,  sir. 

Tlio  Chairman.  It  may  be  that  repairs  done  on  privately  o 
and  operated  ships  are  charged  for  at  the  same  rates? 

Mr.  Hanks.  It  may  be :  yes,  sir. 

Tlie  Chairman.  And  if  it  is,  of  course  the  Shipping  Board  ai 
bein<i:  discriminated  against? 

Mr.  Hanks.  No;  if  that  is  the  case,  why,  they  are  not;  no,  sir. 

Tlie  Chairman.  Have  you  any  instances  in  mind  where  that 
tice  has  prevailed  ? 

Mr.  Hanks.  The  practice  of  charging  $1,375? 
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Chairman.  Yes. 

Hanes.  It  prevails  in  practically  all  the  repair  yards  in  the 
"  New  York,  I  understand.  I  have  information  that  it  pre- 
I  the  case  of  Shewam  &  Co.,  Crane  '&  Co.,  Morse  &  Co.,  the 
c  Basin,  Tietjen  &  Lang-^practically  all  of  the  repair  yards, 

Chairman.  Do  you  have  to  go  aboard  ships? 
tIanes.  Yes,  sir. 
Chairman.  How   long  have  you  been   with  the  Shipping 

[Ianes.  Since  June  5, 1919. 

CHAiRjvrAN,  And  Avho  is  your  superior  officer  here  in  New 

3anes.  At  the  present  time  I  report  to  Mr.  M.  M.  McLaughlin, 

•  of  j-epairs. 

Chairman.  Do  you  know  anvthing  about  overcharges? 

Hanes.  In  what  sense,  Mr.  Chairman  ? 

Chairman.  Well,  have  you  seen  a  copy  of  this  report  that  Mr. 

and  Mr.  Richardson  made  to  the  committee  ? 

Hanes.  Yes,  sir. 

Chairman.  Will  you  turn  to  page  14,  subparagraph  (c),  as 

her  under  the  new  agreement  overcharges  are  common  ? 

Hanes.  Eecently,  on  board  a  tug,  the  name  of  which  I  can  not 

at  Shewam  &  Co.'s  yard,  I  saw  about  eight  men  endeavoring 

k  in  a  room  which  was  about  4  by  4.    This  was  the  wireless 

f  the  tug,  and  they  were  trying  to  do  some  carpenter  work  in 

and  thev  were  in  each  other's  way;  in  fact,  there  were  only 

wo  of  them  that  could  work  at  one  time.    In  addition  to  that,  I 

id  information  from  Mr.  Dalby 

Chairman.  Wlio  is  he? 

Hanes.  He  was  previously  a  time  checker  in  the  port  of  Nor- 

id  also  was  sending  in  confidential  reports  to  the  general  comp- 

as  to  the  repair  situation  in  that  port. 

Chairman.  What  is  he  now  ? 

Hanes.  He  has  left  the  Shipping  Board.    The  information  I 

id  is  to  the  effect  that  he  had  seen  instances,  one  instance  any- 

here  the  Union  Iron  Works  at  Norfolk  had  12  men  hoisting 

•ut  of  a  hold;  that  is,  12  men  were  on  the  job,  only  three  oi 

rere  working. 

n  I  was  at  Norfolk,  doing  some  investigation  work  down  there, 

L  bill  by  the  Burton  Machine  Works  for  $47.95,  which  was  for 

ng  a  hinge  on  a  galley  door  of  the  Steamship  Lake  Ontario, 

the  matter  up  with  Mr.  Blair,  chief  inspector  of  the  construc- 

d  repair  division  in  Norfolk,  and  he  told  me  that  the  hinge 

,^as  worth  approximately  50  cents  and  that  it  should  not  have 

)re  than  $3  to  install  the  hinge.    What  they  had  charged  for 

r  the  work  of  a  machinist  and  helper,  and  they  had  taken  a 

f  rough  steel  and  cut  this  hinge  out  instead  of  buying  it  at 

the  hardware  stores. 

Kelley.  Is  that  the  $161  hinge  we  have  heard  about  before? 

Chair3ian.  That  is  another  steamer.    Do  you  know  anything 

charges  for  overtime  upon  the  'Woyaca  at  the  Union  Iron 

? 
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Mr.  Hanks.  The  steamship  Woyaca  was  in  the  i>ort  of  Norfolk i^ 
proximately  thi*ee  months  during  the  winter  of  1919  and  1^).  Put- 
tically  the  whole  time  she  was  in  the  port  she  was  undergoing  sob 
kind  of  repaii-s.  The  work  was  let  to  the  Union  Iron  Workcii 
time  and  material  ))asis,  with  additional  supplementary  reqai«itin 
for  repairs  from  time  to  time.  One  particular  bill  was  a  chkrgeb^ 
if  I  recall  correctly,  about  25  men  which  they  had  taken  to  Ik 
Woytucu  which  was  laying  down  in  the  harbor,  on  one  Monday bmw 
ing,  starting  to  work  at  7.30  a.  m.  They  had  not  taken  these  nwnel 
until  7.30  a.  m.  the  following  Monday  morning.  In  that  timed? 
had  charged  for  eight  hours  per  day  straight  Jtime,  and  15i  hoursjj 
day  at  double  time,  making  a  grand  total  of  39  hours  per  dayforil 
of  the  men  for  the  seven  days. 

I  called  in  the  secretary  of  the  president  of  the  Union  Iron  Wort 
and  also  the  general  manager,  and  they  admitted  to  me,  in  the  pw 
ence  of  witncsst^s,  that  they  realized  that  it  was  im|>ossible  fortte 
men  to  work  seven  days  straight,  working  straight  time  at  231  hom 
I)er  day;  that  the}'  knew  that  the  men  had  slept  on  the  job,  andtlfl 
realized  that  they  had  to  sleep,  but  that  they  understood,  fromtte 
dealings  with  the  Shipping  Board,  that  that  was  the  custom  iatk 
port  of  Norfolk,  to  charge  that  way. 

The  Chairman.  Well,  was  that  paid  for  at  that  rate? 

Mr.  Haxes.  It  had  already  been  paid. 

The  Chairman.  Do  vou  know  whether  any  refund  was  seciired! 

Mr.  IIanes.  Not  so  lar  as  I  know. 

The  Chairman.  Do  you  know  anything  about  employees  or  A 
cers  of  the  Shipping  IJoard  receiving  gifts,  presents,  bonuses. «» 
missions,  or  bribes  from  firms  that  were  doing  work  for  the  Shif 
ping  Board  or  the  Emergency  Fleet  Corporation? 

Mr.  Hanks.  I  heard  Mr.  C.  L.  Short,  an  officer  and  director* 
the  T^nion  Iron  Works,  in  Norfolk,  admit  under  examination  \^^ 
W.  II.  Morton,  that  he  and  the  president  of  the  Union  Iron  WaHb 
has  i)ro.sented  five  shares  of  stock,  of  a  par  value  of  $500,  to  Mt 
Lester  ( Jeorge.  at  that  time  assistant  chief  inspector  of  the  EmergentJ 
Fleet  Corporation,  at  Norfolk. 

The  Chairman.  Five  shares  of  stock  of  what? 

Mr.  Hanes.  Of  the  Union  Iron  Works,  in  the  company.  VL 
Short  contended  that  these  five  shares  of  stock  were  given  to  Sir. 
George  in  recognition  of  past  services,  and  not  with  a  thonphtrf 
anything  for  the  future.  Mr.  Short  signed  an  affidavit  to  thisefttt 
as  did  also  the  j)resi(lent  of  the  company,  they  stating  that  they  W 
discussed  this  matter  previously  and  given  tliese  five  shares  of  ^ 
as  a  result  of  a  conference. 

I  further  heard  Mr.  J.  Q.  IT.  Smith,  the  president  of  the  Yiijii* 
Iron  Works,  admit  to  Mr.  Morton 

The  Chahiman.  Is  that  at  Norfolk,  too?^ 

Mr.  ITanes.  Yes,  sir;  admit  to  Mr.  Morton  on  examination  thitk 
had  pre-entod  this  same  Mr.  Lester  George  with  a  W^ltham  wii* 
which  had  cost  liini  approximately  $02  as  a  Christmas  present  H^ 
too,  contended  that  this  was  in  recognition  for  past  favors.  At^ 
same  time  Mr.  Smith  admitted  that  he  had  given  the  resident  audiW. 
at  that  time  located  in  his  plant,  $50  as  a  Christmas  present.  HeW 
also  i)resented  two  Emergency  Fleet  checkers,  whose  names  I  <• 
not  recall^  with  $25  each  as  a  Christmas  present. 
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le  Chairman.  Do  you  know  of  anybody  receiving  anything  by 
of  pay  or  compensation  for  assisting  any  concern  to  make  up 
ill  or  account? 

r.  Hanes.  An  auditor,  in  Norfolk,  employed  by  the  Emergency 
t  Corporation,  admitted  to  me,  and  signed  an  affidavit  to  that 
t,  that  he  had  received,  I  think  it  was  $5,  for  assisting  the  Uniou 
.  Works  in  making  up  a  bill  against  the  Emergency  Fleet  Cor- 
tion,  which  he  had  at  that  time  expected  to  later  audit,  inasmuch 
e  was  at  that  time  auditing  their  bill.  I,  however,  had  Mr. — 
a  not  recall  his  name — witharawn  from  the  audit  of  that  bill, 
lie  Chairman.  Do  you  know  anvthing  about  anv  persons  having 
I  attacked  while  performing  their  duties  or  having  had  iron 
)ped  on  them? 

r.  Hanes.  I  had  information  from  this  same  Mr.  Dalby,  for- 
ty special  agent  and  time  and  material  checker  at  NorfolK,  that 
ral  times  after  it  became  known  in  Norfolk  that  he  was  connected 
L  the  investigation  then  being  made  he  had  had  pieces  of  steel 
,  etc.,  dropped  down  in  the  hold  of  ships  where  he  was  working, 
they  had  f  allenpretty  close  to  him. 
iie  Chairman.  Well,  that  is  what  he  told  you. 
r.  Hanes.  Yes,  sir ;  that  is  on  information  and  belief, 
hie  Chairman.  You  did  not  investigate  the  instances  to  find  out 
ley  might  have  been  accidents? 
r.  Hanes.  No,  sir. 

he  Chairman.  Of  course,  in  constructing  a  ship  there  are  a 
t  many  pieces  of  steel  and  other  materials  that  are  constantly 
)ping  around  in  various  places,  are  there  not  ? 
r.  I&.NE8.  Well,  to  some  extent  when  repairs  are  going  on ;  yes, 

he  Chairman.  Yes,  sir;  and  if  a  man  happens  to  get  in  the 
aity  of  where  they  are  being  dropped,  if  he  has  not  got  his  eyes 
1,  he  is  liable  to  get  hit? 
T.  Hanes.  Yes,  sir. 

he  Chairman.  You  do  not  know  whether  there  was  anything 
berate  about  this  or  not  ? 
T.  Hanes.  No,  sir ;  I  can  not  say  as  to  that, 
he  Chairman.  Did  Mr.  Dalby  say  anything  to  you  to  the  effect 
he  had  information  that  it  was  deliberate  or  that  he  thought 
ebodv  was  trjdng  to  get  him  out  of  the  way? 
[r.  Hanes.  I  understood  he  felt  that  that  was  the  reason  these 
gs  fell  so  close  to  him.    I  do  not  think  he  knew, 
he  Chairman.  Sir? 

[r.  Hanes.  I  understood  that  he  thought  that  that  was  the  pur- 
i  of  it,  but  I  do  not  think  that  he  knew, 
he  Chairman.  Did  you  know  a  Mr.  Sherwood  down  there? 
[r.  Hanes.  Yes,  sir. 

he  Chairman.  What  was  his  attitude  toward  Shipping  Board 
Joyees  or  officials? 
[r.  Hanes.  In  what  way? 

he  Chairman.  With  reference  to  cooperating  with  them? 
[r.  Hanes.  So  long  as  I  was  in  Norfolk — I  was  withdrawn  from 
'e  before  the  investigation  was  completed — ^Mr.  Sherwood  gave 
all  the  assistance  he  could. 
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The  Chairman.  Did  Mr.  Sherwood  ever  say  anything  to  you  will 
reference  to  dismissing  or  getting  rid  of  any  men  in  the  departmai 
of  investigation  who  were  down  there  inspecting  work? 

Mr.  IIanes.  Not  that  I  recall;  no,  sir. 

The  Chairman.  Do  you  know  whether  or  not  in  the  port  of  Sw 
York  vessels  are  repaired  and  sailed  upon  their  voyages  before  i 
copy  of  the  requisition  showing  the  work  required  to  be  done  hn 
been  received  in  the  office  o|  the  Shipping  Board? 

Mr.  Haner.  Smce  I  have  been  here^  the  chief  timekeepers  at  tk 
different  yards  keep  a  record  of  the  time  the  work  is  completed  a 
the  vessel  and  the  time  the  requisitions  for  the  work  are  receiiH 
and  as  a  general  average  I  should  say  that  the  vessels  have  beei 
repxiired  and  have  sailed  in  at  least  50  per  cent  of  the  time  befoR 
the  requisition  is  received. 

The  Chairman.  Do  I  understand  you  that  when  a  Shipping  Bod 
vessel  is  being  repaired,  there  is  a  requisition  made  out? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  And  before  that  requisition  is  received  it  & 
Shipping  Board  office,  the  proper  department 

Mr.  IIanes.  No;  at  the  yarcls,  Mr.  Chainnan.  You  see,  ineai 
of  the  yards 

The  Chairman.  Before  the  requisition  is  received  at  the  yai4! 

Mr.  Hanes.  Yes,. sir ;  in  each  of  the  yards  at  the  port  of  New  Yod| 
that  do  Emergency  Fleet  work,  we  have  a  system  of  timekeeper 
which  is  headed  by  a  chief  timekeeper  for  that  yard.  Thattiitt' 
keeping  department  located  in  the  yard,  but  employees  of  tlji 
Emergency  Fleet  Corporation,  is  supposed  to  receive  that  reqiw* 
tion.  Now,  I  say  that  in  at  least  50  per  cent  of  the  times  the  veri 
has  sailed  before  the  chief  checker  in  that  yard  where  the  woi 
is  ffoing  on  receives  the  requisition. 

The  Chairman.  Well,  can  he  check  the  work  up  before  he  gets  tin 
requisition  ? 

Mr.  Hanes.  Thev  endeavor  to  do  so  by  getting  copies  of  the  woA 
ordei's  of  the  yarcf,  but  in  that  way  we  nave  to  depend  upon  fc 
integrity  of  the  yard. 

The  Chairman.  What  is  the  reason  for  that,  do  you  know! 

Mr.  Hanes.  No,  sir;  I  do  not. 

The  Chairman.  You  think  in  the  other  60  per  cent  of  the  cta» 
the  requisitions  are  received  in  regular  course,  and  the  time  vA 
materials  are  properly  checked  up? 

Mr.  Hanes.  No,  sir:  I  would  not  say  that.  I  would  not  sav in^ 
other  50  por  cent  of  the  times  the  requisition  is  received  before  th 
work  is  started,  but  I  will  say  that  in  the  other  50  per  cent  of  fl> 
times  the  requisition  is  received  before  the  work  is  completed;  in  At 
other  50  per  cent  of  times  they  are  received  at  various  stages  of  tk 
repairs. 

The  Chairman.  Have  you  made  any  examination  or  do  you  low* j 
of  any  examination  having  been  made  in  New  York,  of  the  pay  w" 
credits  of  the  repair  companies  in  order  to  determine  the  rate  A 
pay  which  should  be  allowed  to  contractors? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  When  was  that  done? 

Mr.  Hanes.  The  last  instance  I  saw  of  that  was  in  the  MoisbD? 
Dock  Co.,  about  a  week  ago.    The  system  in  vogue  there  is  for  d^ 
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flent  auditors  or  field  auditors,  as  they  call  them  in  New  York, 
xamine  the  time  cards  of  the  employees,  which  show  the  base  rate 
>ay,  in  order  to  determine  the  rate  of  pay  which  should  be  paid 
ilie  Fleet  Corporation.  I  understand  that  that  is  done  in  practi- 
y  all  of  the  repair  yards  in  the  port  of  New  York, 
lie  Chairman.  So  it  is  a  general  custom  ? 
fr.  Hanes.  Yes,  sir. 

he  Chairman.  And  it  is  not  limited  to  Shipping  Board  work? 
Cr.  Hanes.  Well,  that  is,  it  is  a  general  custom  so  far  as  Shipping 
rd  work  is  concerned.     What  the  commercial  practice  is  I  do 
know. 

lie  Chairman.  What  have  you  found  with  reference  to  supple- 
ital  bids  or  subsidiary  companies  taking  contracts  for  part  of  the 
-k  which  has  been  awarded  to  one  concern  ? 

Ir.  Hanes.  As  to  supplemental  bids,  I  had  a  long  conversation 
h  Mr.  Blair,  who  was  appointed  chief  inspector  of  the  construc- 
I  and  repair  department  in  Norfolk,  some  time  in  April,  and  he 
i  me  that  the  principal  trouble  he  had  with  construction  and 
air  work  in  the  port  of  Norfolk  was  the  letting  of  supplemental 
s;  that  is,  he  found  that  his  inspectors  or  the  engineers  aboard 
3s  would  not  make  a  thorough  survey  of  the  ships  in  the  first 
tance,  but  would  send  in  only  a  partial  requisition ;  that  the  ship 
uld  then  be  towed  to  a  particular  pier  of  the  repair  company  or 
I  dry  dock  for  repairs,  the  contract  usually  being  let  at  a  very 
7  figure.  After  they  got  there  it  suddenly  developed  that  more 
ensive  repairs  were  necessary,  and  that  in  order  to  keep  the  vessel 
m  being  moved  from  one  place  to  another  and  delayed,  he  very 
en  had  to  let  the  contract  for  the  supplemental  work  at  an  ex- 
citant figure. 

The  Chairman.  Well,  does  that  frequently  happen,  Mr.  Hanes, 
t  they  make  a  survey  of  a  ship,  it  may  be  a  thorough  survey, 
:  after  they  get  under  way  in  making  the  repairs  they  find  condi- 
ns  which  were  not  ascertained  by  the  survey,  or  which  possibly 
Id  not  have  been  ascertained  by  the  survey,  which  disclosed  the 
essity  for  much  more  extensive  repairs  ? 

iv,  Hanes.  Mr.  Chairman,  I  am  not  sufficiently  acquainted  with 
^ineering  principles  to  say  that.  I  can  say  that  such  appears  to 
the  case,  from  the  number  of  supplemental  requisitions.  I  gath- 
d,  however,  from  Mr.  Blair's  conversation  that  he,  as  an  engineer, 

that  additional  requisitions  were  too  prevalent  to  be  caused  by 
essary  faults  of  not  finding  it  in  the  original  survey, 
i'he  Chairman.  Was  this  confined  to  any  one  particular  port? 
fr.  Hanes.  What  I  had  reference  to  was  in  the  port  of  Norfolk. 

Blair  only  had  charge  of  that  port. 
^he  Chairman.  At  Norfolk? 
Ir.  Hanes.  Yes. 

''he  Chairman.  Have  you  ascertained  the  prevalence  of  any  such 
dition  as  that  here  in  New  York? 
fr.  Hanes.  I  have  not  talked  to  any  engineers  about  it. 
'he  Chairman.  In  the  repair  cost  audit  bureau  you  have  not  run 
3SS  anvthing  that  ledds  you  to  think  that  that  practice  prevails 
e?        ^ 

[r.  Hanes.  I  have  seen  in  the  repair  cost  audit  bureau  in  New 
rk  that  it  seems  to  be  prevalent  to  issue  supplemeiitaV  T^C3^\^\\AO\ia, 
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Whether  or  not  that  is  necessary,  or  whether  or  not  the  engineer  ii 
charge  think  that  that  is  a  result  of  fault  in  the  initial  sunevortle  -  ^ . 
result  of  necessary  work,  things  that  they  could  not  find,  fdowt 
know. 

The  CiiAiiiMAN.  Do  you  know  of  any  instances  where  material  la 
been  taken  off  ships  under  repair  or  reconditioning  and  been  di^pori 
of  and  no  account  made  to  the  Shipping  Board  ? 

Mr.  Hanks.  While  in  the  port  of  New  York,  during  the  investignj^. 
tion  there,  I  received  information  to  the  effect  that  about  25  tons«f  1^^. 
brass  and  copi>er  was  stripi)ed  from  an  old  German  ship  whichwlji;  l 
taken  over  at  the  outbreak  of  the  war,  and  sold  as  junk  by  the  c»  I  ^ ' 
tractor.  That  case  was  never  gone  into  and  thorougnly  investigitid,  I  ^' 
because  the  shii)  had  sailed  and  it  was  impossible  to  get  hold  of  tti 
oflicers  or  any  of  the  ci-ew.  ■  . 

The  Chairman.  Well,  did  you  see  the  contract?  |  v 

Mr.  Hanes.  Did  I  see  the  contract?    No,  sir. 

The  Chairman.  You  do  not  know  whether  it  was  part  of  theteim  I  j, 
of  the  contract,  that  the  contractor  should  be  permitted  to  do  thit  u  I  * 
part  compensation  ?  I  ;. 

Mr.  Hanes.  No,  sir;  I  do  not.  I  ' 

The  Chairman.  So  if  that  was  one  of  the  terms,  there  was  notUag     ^ 
improper  or  unusual  about  that,  was  there? 

Mr.  Hanes.  Only  that  my  information  was  to  the  effect  thit  Ac 
contractor  tore  out  good  copper  and  brass  pipe  and  brass  and  copps 
fittings,  that  it  was  not  necessary  to  tear  out,  and  installed  in  the  plM 
of  them  cast-iron  fittings  and  steel  fittings,  and  scrapped  the  coppa 
and  brass. 

The  Chairman.  Have  you  ever  investigated  any  instance  of  when 
an  operating  company  is  making  a  profit  on  coal  furnished  to  a  Slup- 
pinff  Board  ship  i 

Mr.  Hanes.  Yes,  sir.  Some  time  in  February,  1920, 1  received  in- 
formation from  Mr.  Dunlop,  assistant  chief  of  the  supply  division  in 
Washin^on,  to  the  effect  that  a  Mr.  McGuire,  in  charge  of  bunkff 
coal  activities  of  the  Fleet,  had  heard  of  an  operating  company  ii 
the  poit  of  Norfolk  receiving  a  commission  of  25  cents  per  ton  on  all 
coal  which  they  purchased  on  account  of  the  Fleet  Corporation.  I 
talked  to  Mr.  McGuire  alx>ut  this  matter,  and  he  told  me  that  Itt 
information  had  been  received  from  the  vice  president  of  HarriSf 
McOill  &  Co.,  whose  name  I  can  not  recall. 

Ilowevor,  1  talkoil  to  this  gentleman  and  he  admitted  that  his  com- 
pany ha<l  been  reciMving  from  the  West  Virginia  C!oal  Co.  a  commis- 
sion of  '25  cents  per  ton  on  all  coal  that  they  purchased  cm  aocoont 
of  the  fleet  vessels,  and  that  his  company  stood  willing  and  ready  to 
make  a  refund  of  this  25  cents  per  ton  commission. 

1  went  to  Norfolk  and  had  a  statement  made  up  from  the  books  of 
Harris,  McCiill  &  Co.,  which  showed  that  they  had  received  in  alLi^ 
commissions,  approximately  ^ii,.")!)!),  and  the  Fleet  Corporation  re- 
ceived a  refunil  check  for  that  amount  from  Harris,  McGill  &  Co. 

I  starteil  in  to  make  an  investigation  of  further  coal  activities  of 
the  Fleet  in  Norfolk  and  went  into  tlie  firm  of  Robert  Hasler  &  Ca 
in  Norfolk.  I  started  to  go  into  the  books,  when  Mr.  Hasler  told  me 
that  if  I  would  tell  him  just  what  1  wanted  he  would  give  me  the  in- 
formation.   I  told  him  what  1  wanted,  and  he  admitted  to  me  that  his 
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pany,  the  same  corporation,  maintained  a  branch  which  Was  de- 
id  to  the -purchase  and  sale  of  coal,  which  they  contracted  for 
rly  from  the  mines  in  West  Virginia;  that  he  brought  this  coal 
•  Norfolk  and  put  it  in  a  pool ;  and  that  he  had  been  in  the  habit 
lelling  coal  to  Shipping  Board  ships  or  Emergency  Fleet  ships 
ch  he  operated  at  a  net  profif  of  approximately  8  cents  a  ton. 
sent  a  statement  of  this  matter  to  the  general  comptroller  of  the 
pping  Board,  who  is  Col.  Abadie,  for  the  attention  of  Mr.  John  K. 
tnan,  Col.  Abadie's  assistant,  and  received  a  reply  that  although 
managing  and  operating  agreement  which  Hasler  &  Co.  had  with 
Emergency  Heet  Corporation  provided  that  Hasler  &  Co.  should 
J  the  Fleet  Corporation  the  benefit  of  all  existing  and  future  con- 
its,  there  was  nothing  they  could  do  in  this  case  and  to  discontinue 
investigation. 

he  Chairman.  How  much  did  it  involve  ? 
[r.  Hanes.  I  do  not  know. 

he  Chairman.  How  many  ships  did  they  operate  ? 
[r.  Hanes.  I  think  approximately  18  or  20. 

he  Chairman.  And  they  were  furnishing  coal  for  all  those  ships? 
[r.  Hanes.  Well,  I  imagine  they  were — I  do  not  know  whether 
r  were  furnishing  coal  for  all  of  them  or  not. 
he  Chairman.  Do  you  know  whether  any  of  them  were  oil-bum- 
ships  or  not? 

[r.  Hanes.  No,  sir;  I  do  not  know.  I  simply  know  that  Mr. 
iler  told  me  that  he  had  made  approximately  8  cents  per  ton  net, 
before  I  could  receive  instructions  as  to  continuing  on  this 
ter — I  did  not  feel  it  necessary  to  determine  just  how  much  it  in- 
^ed. 

he  Chairman.  Do  you  know  of  any  instance  where  the  port 
rard  of  the  Shipping  Board  has  been  in  the  supply  business  fur- 
ling goods  from  his  own  firm  to  Shipping  Board  ships  ? 
[r.  I^NES.  In  February,  1920,  I  made  an  investigation  of  the 
rrows  Point  Stores  Co.  at  Baltimore,  Md. ;  and  in  a  con  versa- 
had  with  Mr.  Henry  Clay  Walman,  alThat  time  manager  of  the 
pany,  he  told  me  that  a  port  steward  in  the  port  of  Baltimore  had 
1  set  up  in  an  office  building  across  the  street  from  his  company  by 
steamship  company  with  which  the  port  steward  was  employed; 
,  this  port  steward  was  buying  supplies  from  the  Sparrows  Point 
:'es  Co.  and  having  them  billed  to  himself,  and  that  he  was  re- 
ng  them  to  the  steamship  c6mpany  on  account  of  the  Emergency 
jt  Corporation  at  about  50  per  cent  extra  profit.  Mr.  Walman 
tioned  the  name  of  the  steamship  company,  and  at  the  time  the 
rersation  took  place  there  was  no  one  present  but  the  two  of  us. 
he  Chairman.  Well,  did  you  make  any  investigation  of  it  further 
Lthat? 

T.  Hanb8.  No,  sir. 
he  Chairman.  Why  not? 

r.  Hanes.  At  that  time  I  was  instructed  to  investigate  the  Spar 
}  Point  Stores  Co.,  and  my  instructions  did  not  cover  anything 

le  Chairman.  Did  you  investigate  the  Sparrows  Point  Stores 

r.  Hanes.  Yes,  sir. 
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The  Chairman.  Did  you  find  out  where  they  were  selling  inj 
goods  to  a  port  steward? 

Mr.  Hanes.  No,  sir. 

The  Chairman.  Didn't  find  anything  on  their  books? 

Mr.  Hanes.  No,  sir;  I  am  not  an  accountant,  and  I  did  not gD 
into  the  books  very  carefully. 

The  Chairman.  What  investigation  were  you  making  of  tb 
Sparrows  Point  Stores  Co.?  "        ^ 

Mr.  IIanes.  I  was  looking  for  overcharges  and  excess  charges* 

The  Chairman.  Did  you  find  any? 

Mr.  Hanes.  Yes,  sir;  that  is,  I  did  not  personally  find  thein,bii 
the  auditors  whom  I  had  employed  on  the  books  reported  to  methit 
they  had  discovered  them. 

The  Chairman.  Was  any  refund  made? 

Mr.  ITanes.  I  understood  that  there  was  later;  I  don't  know  jffli 
how  much. 

The  Chairman.  Do  you  know  how  general  the  practice  is  here  ii 
New  York  for  repairs  to  be  done  upon  the  time  and  material  baas! 
How  many  ships? 

Mr.  Hanes.  Kecently  there  were  51  ships  in  the  port  of  New  Yoik 
belonging  to  the  Fleet  Corporation,  undergoing  repairs;  of  thil 
number 

The  Chairman.  At  one  time? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  Fifty-one? 

Mr.  Hanes.  Fifty-two. 

The  Chairman.  Fifty-two? 

Mr.  Hanes.  Yes;  at  that  time,  I  believe  on  information  which 
received,  there  were  31  time  and  material  jobs  going  on  on  tho 
ships. 

The  (Chairman.  Will  you  just  explain  what  this  "  time-and-m 
terial-job"  agreement  is? 

Mr.  Hanes.  In  the  port  of  New  York  and  elsewhere,  when  a  co 
tract  or  repair  company  desires  to  do  commercial  or  time  and  mat 
rial  work  for  the  Shipping  Board  they  file  a  schedule  of  rates  shd 
ing  the  amount  per  hour  which  they  will  charge  for  the  differe 
classifications  of  labor.  If  that  rate  is  approved  this  particular  i 
pair  company  is  put  on  the  approved  list  of  the  Emergency  Fl« 
Corporation.  When  a  vessel  comes  into  the  port  of  New  York  nee 
ing  repairs,  and  a  requisition  is  made  up  and  issued  to  the  rejw 
company  which  the  officials  or  engineers  leel  is  capable  of  doin^t 
class  of  work  called  for,  they  then  start  to  work  on  this  requiati* 
and  make  the  repairs  and  bill  the  Shipping  Board  at  so  much  p 
hour  for  the  time  and  material  expended  in  accordance  witii  t 
rates  which  they  have  ])reviously  filed. 

The  Chairman.  Well,  now,  you  say  there  were  31  of  those  onih 
basis? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  Out  of  52? 

Mr.  Hanes.  Yes. 

The  Chairman.  What  were  the  other  contracts,  the  other  21? 

Mr.  Hanes.  Some  of  them  were  lump-sum  contracts,  and  so) 
competitive  bids. 
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le  Chairman.  Do  you  know  how  many  ships  operated  out  of  the 
of  New  York? 
••  IIanes.  No,  sir;  I  do  not. 

L«    Chairman.  When    you    investigated    this    Sparrows    Point 
is  Co.  you  say  you  found  some  excess  charges  or  overcharges  ? 
-^.  Hanes.  Yes,  sir. 
i«  Chairman.  What  were  they? 

::•.  Hanes.  There  were  a  number  of  them.  Que  in  particular  the 
bors  working  on  the  books  reported  to  me,  that  they  had  dis- 
t*ed  that  the  Sparrows  Point  otores  Co.  had  been  charging  the 
irgency  Fleet  Corporation  for  beef  hinds  for  which  they  paid 

ints 

^e  Chairman.  For  what? 

r.  Hanes.  Beef  hinds — hindquarters. 

\e  Chairman.  Oh,  hindquarters? 

r.  Hanes.  Yes.    The  market  price  of  which  was  approximately 

ints  and  as  a  matter  of  fact,  that  they  had  been  delivering  to  the 

a  great  many  beef  fronts  of  which  the  market  price  was  about 
3nts ;  further,  that  deliveries  in  this  particular  case  which  I  have 
I  referring  to  was  about  1,000  pounas  short, 
he  Chairman.  What  were  they  charging  for  these  beef  fores? 
r.  Hanes.  I  think  about  24  cents  a  pound, 
he  Chairman.  And  the  market  price  was  11  cents? 
r.  Hanes.  That  is  the  wholesale  price.     In  other  words,  when- 

bought  beef  fores  they  paid  Swift  &  Co.  or  whatever  whole- 
'  they  purchased  it  from,  11  cents,  whereas  had  they  purchased 
hinds  they  would  have  had  to  pay  the  wholesaler  18  cents, 
de  Chairman.  Do  you  know  anything  about  any  commission  be- 
paid  by  any  concern  to  a  captain  by  any  company  in  Port- 
1,  Me.? 

T.  Hanes.  During  the  fall  of  1919  and  the  spring  of  1920  I 
ked  in  cooperation  with  an  examiner  of  the  Federal  Trade  Com- 
mon, who  was  examining  the  various  ship  chandlery  concerns  on 
Atlantic  coast  in  order  to  determine  how  much  commission  they 
paid  to  captains  and  stewards  of  ships.  This  examiner  and  the 
rds  of  the  Federal  Trade  Commission  show  that  the  Flitner- 
'ood  Co.  of  Portland,  Me. — that  is,  they  have  a  purchasing  office 
^ortland,  but  their  main  office  is  in  Boston — had  paid  $1,000  com- 
;ion  money  among  others  to  the  captain  of  a  vessel, 
he  Chairman.  What  was  that  a  commission  on? 
T.  Hanes.  That  was  a  commission  on  a  $4,000  order,  or  approxi- 
ely  $4,000. 

he  Chairman.  For  what? 

r.  Hanes.  For  ship  chandlery,  ship  supplies,  etc. 
he  Chairman.  Do  you  know  whether  the  Federal  Trade  Commis- 

has  a  list  of  the  ship  chandlery  concerns  who  have  paid  com- 
mons? 

r.  Hanes.  I  have  seen  a  list  of  the  Federal  Trade  Commission 
ving  commissions  which  have  been  paid  by  firms  which  they 
?  investigated ;  that  is,  auite  a  number  of  them, 
he  Chairman.  Do  you  Know  how  many  ? 
r.  Hanes.  Well,  I  should  say  approximately  80  or  100. 
lie  Chairman.  Do  you  know  whether  there  was  any  refund  in 
case? 
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ifr.  Hanks.  So  far  as  T  know  there  was  not. 

The  CiiAiHMAN.  You  :u*o  quite  sure  that  that  was  $1,000  cwmiii- 
mission  paid  to  llie  cui>tain  on  an  order  of  ai)i)roximately  of  >4.i>l?! 

Mr.  ITaxks.  To  the  l)est  of  mv  knoAvledpe  that  was  as  shown Ij 
the  re<^(>rds  of  the  Federal  Trade  CommLssion. 

The  CifAiKMAX.  And  what  was  the  material  furnished? 

Mr.  Hanks.  Ship  supplies. 

The  CiiAiKMAN.  What  kind  of  supplies? 

ilr.  Hanks.  I  <lo  iR^t  know. 

The  Chairman.  Did  not  the  records  of  the  Federal  Trade  Conui 
sion  sliow  the  kind  of  supplies? 

Mr.  Hanks.  No,  sir. 

The  (^hairman.  Well,  then,  how  do  you  know  that  there  wasyfl 
thing  made? 

Mr.  IIanes.  Their  list  shows  the  date  of  the  giving  of  the  comii 
sion,  the  ship  on  which  the  commission  was^iven,  the  amount  of  tb 
commission,  and  to  whom  it  was  paid,  whether  the  captain,  stemii 
first  officer,  etc.,  and  whether  it  was  for  ship  supplies,  anchors. ct 
hardware. 

The  Chairman.  Do  vou  know  of  any  instance  where  opentes 
have  protested  against  the  size  of  the  bill  and  secured  a  reductuil 

Mr.  Hanks.  Yes,  sir;  in  the  early  part  of  1920  the  general  con- 
troller and  Col.  Abadie  at  that  time  received  a  communication  fni 
the  district  autlitor  at  Norfolk  inclosing  the  bills  and  correspwidaw 
with  reference  to  sup])lieis  on  three  ships.  One  was  a  ship  wnichii 
operated  by  A.  D.  Cummings  &  Co.,  the  supplies  on  which  hadhtt 
furnished  by  W.  P.  Wilkin  &  Co.,  ship  chandlers,  in  Norfolt  tt 
bills  seemed  to  be  exorbitant,  and  from  an  investigation  thedisbiit 
auditor  at  Norfolk  reported  it  was  impossible — for  instance,  it  <* 
iiu])ossible  to  get  the  amount  of  meat  which  they  had  chai^h 
into  the  ice  box  of  the  shij).  Then  followed  a  course  of  correspoii- 
vnce  between  the  district  auditor  and  the  general  comptroller  vi 
the  <listrict  auditor  and  A.  D.  Cumings  &  Co.  A.  D.  Cumminflsi 
Co.  (inally  wrote  to  AV.  P.  Wilkin  &  Co.  and  demanded  a  reWiJ 
of  $r>,(K)0\m  approximately  an  $11,000  order.  This  Wilkin  4  Cot 
agreed  to,  and  tlie  letter  was  forwarded  by  A.  D.  CumminpACa 
to  the  district  auditor  at  Norfolk.  Whether  or  not  that  reiiindte 
been  collected  I  don't  know. 

The  Chaiijman.  Do  you  know  of  any  instance  where  stewards  n- 
ceived  commissions  on  stocks  for  five  ships,  and  never  sailed  wi4 
any  or  either  of  them? 

Mr.  Hanks.  What  is  that,  sir? 

The  Chaiijman.  And  di<l  not  sail  with  either  of  the  ships! 
Mr.  Hanks.  Well,  in  Norfolk  I  heard  from  Mr.  Dalby  that  apif 
ticular  stcwanl  in  that  port  of  Norfolk,  which  had  been  tennrfi 
"  lantl  stewar<l,"  liatl  l)ou*rht  and  stocked  ifive  ships  of  the  Emergafl 
Fleet  Corporation,  and  after  receiving  the  commission  on  the*?' 
plies  pur<*hased  had  refused  to  sail,  and  after  they  had  gotten d* 
him  in  Norfolk,  he  had  gone  to  Philadelphia  to  continue  his  ope* 
tions  there. 
The  Chairman.  Is  he  still  with  the  Shipping  Board? 
Mr.  IIanes.  I  don't  know. 

The  ('hau^man.  Have  you  ever  received  any  information  ft* 
any  official  or  employee  of  tl\e  SluY^Yuivg;  Board  as  to  property  of  th 
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pping  Board  being  used  in  private  houses  or  hotels,  or  being  sold 
le  public? 

r.  Hanes.  In  August  of  1920  the  Emergency  Fleet  Corporation 
an  engineer  whose  name  I  can  not  recall,  either,  to  the  Orient 
take  certain  investigations.  This  engineer  stated  to  Mr.  W.  R. 
tx)n  and  myself  that  some  time  previous  to  that  while  in  Yoko- 
a,  in  the  Hotel  de  France,  he  had  noticed  that  all,  or  practically 
>f  the  linen  and  silverware  in  the  hotel  was  stamped  with  the 
i:  of  the  United  States  Shipping  Board. 

r.  C.  B.  Dalby,  referred  to  before  as  checker  at  Norfolk,  told 
rhat  in  La  Police  he  had  seen  vendors  and  persons  employed 
rd  the  ships — ^sailors  and  officers,  oilers,  etc. — selling  Shipping 
•d  linen  and  supplies  to  the  public  in  that  town. 
te  Chairman.  Do  you  know  whether  any  further  investigation 
made  of  that  matter  ? 
r.  Hanes.  So  far  as  I  know,  there  was  not. 
le  Chairman.  To  whom  did  you  report  it? 
r.  Hanes.  I  reported  it  to — ^I  don't  think  I  had  reported  it,  be- 
e  it  had  previously  been  reported  by  Mr.  Dalby  before  I  went 
orfolk;  and  I  think  it  is  contained  in  the  reports  of  the  special 
it,  which  is  now  in  the  hands  of  Mr.  John  S.  Keenan. 
ae  Chairman.  You  don't  know  whether  it  was  lawfully  sold  or 
do  you  ? 

r.  Hanes.  No,  sir. 
16  Chairman.  It  may  have  been? 
r.  Hanes.  I  may  have  been. 

16  Chairman.  If  it  was,  there  was  nothing  to  criticize  about  it  ? 
r.  Hanes.  Nothing  to  criticize. 

16  Chahuian.  YoiI  think  an  investigation  has  been  made  of  the 
«r? 

r.  Hanes.  So  far  as  I  know,  there  has  not ;  no,  sir. 
16  Chairman.  You  don't  know  whether  there  has  or  not? 
r.  Hanes.  No,  sir. 

16  Chairman.  If  they  were  lawfully  sold  by  the  Shipping  Board, 
ou  know  whether  or  not  there  was  any  reason  for  their  sale? 
r.  Hanes.  No,  sir;  I  do  not. 

16  Chairman.  Do  you  know  whether  they  could  have  been  used 
he  Shipping  Board  instead  of  being  sold? 
r.  Hanes.  Why,  Mr.  Dalby  left  me  with  the  impression  that  the 
\  was  perfectly  good,  and  that  it  was  just  taken  off  the  ship  pro- 
uously. 

le  Chairman.  Do  you  know  anything  about  the  Shipping  Board 
s  officials  purchasing  typewriters  when  they  would  have  a  store 
land  that  mighty  have  been  used? 

r.  Hanes.  In  the  port  of  Norfolk,  this  spring,  a  special  agent 
irted  to  me  that  in  the  storeroom  at  that  port  there  were  36  type- 
ers,  of  various  makes,  in  good  condition;  and  that  at  the  same 
the  Shipping  Board  was  purchasing  typewriters  for  the  ships 
ating  out  of  that  port. 

le  Chairman.  Did  you  make  any  further  investigation  of  that  ? 
r.  Hanes.  No,  sir ;  I  made  a  report  of  it. 
le  Chairman.  Who  to  ? 

r.  Hanes.  Mr.  Meehan,  deputy  chief  of  the  department  of  inves- 
ion. 
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The  Chairman.  Do  you  know  of  any  instance  where  a  ship  u 
improperly  repaired,  known  to  be  improperly  repaired  at  the  tii^ 
and  later  ^ot  into  difficulties  after  it  had  sailed? 

Mr.  Hanes.  About  January  16,  1920,  I  received  a  report  froi 
special  agent  of  the  comptroller's  department  in  Philadelphia 
man  was  on  the  outside,  known  as  a  time  and  material  checker. 
was  performimj:  those  duties  and  making  special  rei)orts— totheew 
that  a  ship  of  the  Emergency  Fleet,  undergoing  repairs  at  Cranofl 
Co.,  at  Philadelphia,  was  improperly  repaired,  and  that  thecrewU 
signed  a  sealed  statement  to  the  effect  that  she  was  improperlj* 
paired,  and  this  statement  was  to  be  opened  if  anything  nappewdl 
this  ship  at  sea. 

The  Chairman.  Who  told  j^ou  all  this? 

Mr.  Hanes.  This  was  contained  in  a  report  from  a  special  agent ii 
Philadelphia. 

The  Chairmman.  Yes ;  but  whom  ? 

Mr.  Hanes.  I  don't  know  what  his  name  was ;  they  all  went  V 
numbers. 

The  Chairman.  This  report  did  not  identify  the  man  by  Dame! 

Mr.  Hanes.  No,  sir :  they  came  in  by  numbers.  I  made  a  reportfl 
this  matter  to  Mr.  Keenan,  who  at  that  time  was  my  superior,  and li 
told  me  that  he  had  reported  that  matter  to  Mr.  Dunning. 

The  Chairman.  Who  was  Mr.  Dunning? 

Mr.  Hanes.  I  believe  at  that  time  he  was  assistant  to  thediieffll 
ccmstruction  and  repair,  Mr.  Haig;  whether  or  not  anything  «* 
done  I  don't  know.  But  I  noticed  in  the  newspaper  report  abooti 
week  later  that  the  ship  had  become  disabled  about  400  miles  outa' 
Philadelphia. 

The  Chairman.  What  was  the  name  of  that*ship  ? 

Mr.  Hanes.  I  don't  remember  the  ship. 

The  Chairman.  How  do  you  know  tnat  fact,  then,  when  you  a! 
you  noticed  it  in  the  newspaper  that  the  ship  had  become  disabled! 

Mr.  Hanes.  At  that  time  1  remembered  the  name  of  the  ship. 

The  Chairman.  Now,  when  was  this? 

Mr.  Hanes.  About  January  15, 1920. 

The  Chairman.  Was  the  sealed  statement  opened!  > 

Mr.  Hanes.  So  far  as  I  know  it  was  not. 

The  CiiAiKMAN.  Who  was  it  left  with? 

Mr.  Hanes.  I  imagine  it  was  left  with  the  port  authorities  at  Phi 
deli^hia :  I  doirt  know  who  it  was  left  with. 

The  Chairman.  Don't  you  know? 

Mr.  Hanes.  No,  sir:  I  do  not. 

The  Chaikman.  Didn't  this  report  state  what  had  become  of  iti 

Mr.  Hanes.  No,  sir;  simply  stated  that  the  scaled  statement b 
been  prepared. 

The  Chairman.  To  the  effect  that  the  repairs  were  being  imp' 
erly  done? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  And  that  statement  was  to  be  opened  if  anythi 
happened  to  the  ship  ? 

Mr.  Hanes.  Yes,  sir.  ^ 

The  Chairman.  And  later  you  saw  the  newspaper  report  that 
thing  had  happened  to  the  ship  ? 
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Hanes.  Yes,  sir. 

Chairman.  Have  you  ever  looked  into  that  since  ? 
Hanes.  No,  sir. 

Chairman.  You  don't  know  whether  something  actually  did 
n  to  the  ship  or  not  ? 
Hanes.  No,  sir ;  I  do  not. 

Chairman.  You  don't  know  whether  this  sealed  statement  was 
1? 
Hanes.  No,  sir. 

Chairman.  And  you  don't  know  whether  the  repairs  were^im- 
'ly  done? 
Hanes.  No,  sir ;  my  duty  ended 

Chairman.  Can  you  find  out  who  that  man  is  that  made  that 

to  you  by  number  ? 
Hanes.  Could  I  ? 

Chairman.  Yes. 
Hanes.  I  don't  think  I  could,  not  in  that  office. 

Chairman.  Who  can  find  out  ? 
Hanes.  I  think  Mr.  Keenan  could  tell  you  who  the  man  was. 

Chairman.  Who  is  he? 

Hanes.  He  was — he  was  assistant  to  the  general  comptroller 
b  time ;  I  was  working  under  him. 

Chairman.  Where  is  he? 

Hanes.  In  Washington. 

Chairman.  Mr.  Keenan?    Do  you  know  his  initials? 

Hanes.  J.  J. 
:  Chairman.  J.  J.  Keenan  ? 

Hanes.  Yes,  sir. 

)  Chairman.  Were  you  ever  threatened  with  the  loss  of  your 
on  by  anybody  while  you  were  in  performance  of  your  duties 
rfolk? 

Hanes.  In  March,  1920, 1  was  assigned  by  the  general  comp- 
*  to  work  in  cooperation  with  the  department  of  investigation 

investigation  to  be  made  at  Norfolk.  This  investigation  inci- 
lly  was  being  made  at  the  instance  of  the  general  comptroller's 
tment.  Shortly  after  going  to  Norfolk  I  went  into  the  office  of 
iternational  Mercantile  IVdrine  in  Norfolk  with  reference  to 
oal  investigation  that  I  referred  to  before.  While  there  I 
d  a  bill  of  the  Marine  Equipment  Co.    Previous  to  that  time 

received  information  to  the  effect  that  Mr.  Norman  Hamilton, 
:or  of  customs  in  the  port  of  Norfolk,  was  interested  financially 
)  concern ;  and  I  inquired  of  one  of  the  attendants  or  one  of  the 

there  as  to  who  the  officers  of  the  International  Mercantile 
lC — of  the  Marine  Equipment  Co. —  were.  He  told  me — ^named 
r  three  men  that  were  interested  in  the  Marine  Equipment  Co., 
iter  I  was  called  in  by  a  Mr.  E.  B.  Wood,  at  that  time  district 
>r  for  the  Emergency  Fleet  in  Norfolk  and  a  brother-in-law  of 
[amilton,  and  asked  if  I  had  been  making  incjuiries  about  Mr. 
Iton.  I  replied  that  I  had  not,  all  the  inquiries  I  had  made 
ts  to  who  the  officers  and  stockholders  of  the  Marine  Equipment 
ere.  "  Well,"-  he  said,  "  I  want  to  tell  you  if  you  are  making 
iquiries  about  Mr.  Hamilton,  you  better  lay  off,  because  Mr. 
Iton  is  the  closest  man  in  the  State  of  Virginia  to  President 
n." 
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The  Chairman.  Who  was  Wood? 

Mr.  Haxes.  He  was  at  that  time  district  auditor  for  the  Ei 
gency  Fleet  Corporation  in  Norfolk. 

The  Chairman.  He  was  just  convOTin^  a  seutle  hint  to  joa 
Mr.  Hamilton  was  politically  powerful  in  ^Sorginia,  and  pat 
careful  about  your  investigation^  wasaH,  he? 

Mr.  Hanes.  He  was  a  brotber-m-law  of  Mr.  Hamilton,  and  1 
not  take  it  that  wav. 

The  Chairman.  He  was  Mr.  Hamilton's  brother-in-law! 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  Did  you  "lay  off"  your  investigation? 

Mr.  Hanes.  No,  sir. 

The  Chairman.  Did  you  continue  it! 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  Did  you  comnlete  it? 

Mr.  Haner.  I  received  an  affidavit  from  the  president  of  ih( 
pany — ^the  Marine  Equipment  Co. — ^not  an  affiaavit  but  a  stat 
made  in  the  presence  of  witnesses  that  Mr.  Hamilton  was  inte 
to  the  extent  of  $10,000  worth  of  stock  in  the  Marine  Equipme 

The  Chairman.  And  he  was  collector  of  the  port? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  Did  you  make  any  inquiry  as  to  any  ov 
nients  for  lunch  time  at  Norfolk? 

Mr.  Hanes.  "Launch  time"? 

The  Chairman.  Limch  time. 

Mr.  Hanes.  I  think  that  is  a  typographical  error,  Mr.  Cht 
It  means  launch  time.  Two  or  three  of  the  traveling  auditors 
in^  on  the  audit  of  the  district  at  Norfolk  reported  to  me  th^ 
had  discovered  an  overcharge  of  approximately  $1,000,  m: 
little  more,  of  duplicate  launch  time.  That  is,  one  of  the 
companies  would  send  out  a  launch  with,  we  will  say,  60  moa 
to  go  to  three  different  ships  in  the  stream.  They  would  go  t 
one  of  them  on  the  same  trip.  But  the  captain  or  steward  or  c 
on  each  one  of  these  ships  would  give  the  men  in  charge 
launch  a  recH>ipt,  showing  that  he  had  visited  that  ship,  and 
ing  where  the  ship  lay,*  and  the  approximate  nmning  time  fr 
repair  company's  yard  to  the  ship.  Then  when  thebills  wen 
up,  they  were  made  up  separately  for  each  ship,  and  they 
charge  for  a  separate  trip  to  each  ship  instead  or  for  the  tot) 
elapsed. 

The  Chairman.  How  much? 

Mr.  Hanks.  It  ran  about  $5  an  hour,  and  the  total  amount 
overcharge  approximately  $1,000. 

The  Chairman.  Any  refund? 

Mr.  Hanes.  So  far  as  I  know  there  has  been  no  refund  ma< 

The  Chairman.  To  whom  did  you  report? 

Mr.  Hanes.  That  was  reported  by  auditors  to  Mr.  Tweedi 
assistant  comptroller. 

The  Chairman.  How  long  ago  did  that  occur? 
Mr.  Hanes.  That  was  last  April  or  May. 

The  Ciiairman.  Any  questions,  Mr.  Kelley? 

Mr.  Kelley.  Yes.  Now,  as  to  the  rates  of  pay  in  these 
schedules.  My  understanding  of  your  testimony  is  that  it 
only  rate  plus  the  profits  included  in  one  item. 
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'.  Hanes,  Yes,  sir.    At  the  present  time  I  believe  that  the  rate  is 
It  little  higher  than  under  tne  previous  cost  plus. 
•  Keuuey.  That  is,  if  under  the  old  rate  it  was  80  cents  an  hour,, 
I>lus  60  per  cent  profit,  that  would  be  on  the  basis  of  $1.20  an 
SSST  'Under  this  arrangement. 
55^^.  Hanes.  Yes,  sir. 

,  Bjslley.  But  you  thing  that  this  is  a  little  better  for  the  re« 
^5ompany  than  the  old  contract? 
.  Hanes.  Yes,  sir.    That  is,  their  rates  seem  to  be  higher. 
.  Kelley.  Then  the  Government  really  is  not  making  anything 
^.landoning  the  cost-plus  policy  so  far  as  the  repair  bills  are 
l^^rned  ? 

.  Hanes.  Well,  there  may  be  savings  iii  other  ways  of  which  I 
^  know. 

I*.  Kblljby.  But  not  as  to  labor? 
.  Hanes.  Not  as  to  the  particular  amount  of  the  rates. 
.  Kelxey.  What  do  you  mean,  now,  by  that  ? 
.  Hanes.  The  rates  appear  to  be  somewhat  higher,  but  there 
be  a  saving  in  other  lines. 

•.  E^ELLEY.  As  to  the  rate  of  pay  of  the  hew  schedule  in  that  it 
5^5^des  for  a  higher  rate  than  the  old  schedule  actually  ? 
r.  Hanes.  Yes,  sir. 

t,  Ket.TiEy.  What  is  the  total  monthly  repair  bill  in  the  port  of 
York? 

.  Hanes.  I  saw  an  estimate  submitted  by  the  auditor  of  repaid 
__tly   covering,  I   believe,  the   month   of   October,   which   wasi 
||CSOO,000  for  the  molnth. 
3M[r.  Kellby.  For  what? 

.  Hanes.  $2,500,000  for  the  month. 
Keixey.  And  that  is  approximately  one-half  the  ships  that 
operated  and  controlled  by  the  Emergency  Fleet  Corporation  ? 
"  .  E[anes.  I  don't  know. 
.  Kelley.  I  think  the  testimony  here  has  been  that  there  was 
600  ships  operating  out  of  the  New  York  ports.    So  that  we 
got  a  repair  bill  of  approximately  $5,000,000  per  month. 
'.  Hanes.  You  must  realize  that  a  niunber  of  these  ships  that 
operating  out  of  the  port  of  New  York  have  repairs  done  in  for- 
mal countries. 
^!Mr.  Kelley.  Oh,  yes;  this  does  not  include  the  whole  repair,  of 


^3dr.  Hanes.  No,  sir ;  that  does  not  include  the  whole  repairs  to  the 

ips  operating  out  of  this  port. 

IHr.  Kelley.  Now,  have  you  any  figures  to  show  about  what  the 
k;^airs  would  be  relatively,  made  in  foreign  ports? 

31r.  Hanes.  No,  sir ;  I  have  not. 

IMr.  Kelley.  Have  you  any  estimate  of  that  at  all  that  would  be 
any  help  to  anybody? 

Mr.  Hanes.  No,  sir. 

Mr.  Kelij:y.  So  that  the  best  that  we  could  say  right  now  is  that 
-  costs  the  United  States  Government  $5,000,000  a  month  to  repair 
blips? 

Mr.  Hanes.  I  could  not  even  say  that. 

Mr.  Keij^y.  Based  upon  the  month  of  October  in  New  York? 
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Mr.  IIanes.  Well,  if  your  conclusions  are  correct. 

Mr.  Kfxij^:y.  Well,  half  the  tonnage — for  the  ships  that  are  sai 
out  of  Xew  York? 

Mr.  Hanks.  Yes. 

JVIr.  Kelley.  The  information  that  has  been  supplied  is  that  t 
are  550  ships  sailing  out  of  the  port  of  Xew  lork  in  Oct< 
Probably  many  of  them  were  of  the  larger  size  which  would  sail 
of  this  port. 

Mr.  Wanes.  The  faster  lines. 

Mr.  Kellpiy.  So  that  about  half  the  tonnage,  if  there  are '. 
ships  in  all,  would  be  out  of  New  York? 

Mr.  Hanes.  I  have  nothing  on  which  to  base  that  estimate. 

Mr.  Kelley.  That  is  $60,W)0,000  a  year  in  repairs  in  Amei 
ports,  probably? 

Mr.  Hanes.  If  your  estimates  are  true,  that  would  be  the  co 
sion ;  yes,  sir. 

Mr.  Kelley.  Can  you  not  give  us  some  sort  of  an  estimate 
what  the  repairs  would  be  in  foreign  ports? 

Mr.  Hanes.  No,  sir. 

Mr.  Kelley.  Who  could  give  that  information? 

Mr.  Hanes.  Well,  for  the  ships  operating  out  of  the  port  oi 
York,  the  district  comptroller,  Mr.  meegan,  should  be  able  U 
that  information. 

ilr.  Kelley.  From  your  information,  is  it  a  proper  supervis 
a  repair  business  on  the  part  of  the  Grovemment  running  into  i 
or  $70,000  a  year? 

Mr.  Hanes.  Well,  as  to  the  time  and  material  checkers  in  tt 
of  New  York,  there  is  proper  supervision,  with  the  exception 
fact  that  they  do  not  receive  the  requisitions  in  time  to  ma 
sunervision  which  they  would  otherwise  be  enabled  to  do. 

Mr.  Kelijey.  In  other  words,  the  checkers  would  be  all  r 
they  knew  what  repairs  had  been  ordered  by  the  Government 
the  ships  had  sailed? 

Mr.  Hanes.  Yes,  sir;  and  the  checkers  at  the  present  ti] 
doing  the  best  they  can  under  the  circumstances. 

Mr.  Kelij':y.  But  not  knowing  that,  they  are  not  able 
whether  the  repairs  ordered  by  the  Government  are  actuall} 
made  or  not? 

Mr.  Hanes.  In  some  cases  they  are  not. 

Mr.  Keli^y.  Fifty  cases,  you  testified? 

Mr.  Hanes.  No;  I  testified  that  in  50  per  cent  they  did 
ceive  the  requisition,  or  approximately  50  per  cent  of  the  case 
after  the  ship  had  sailed.  But  I  testified  they  had  been  dej 
upon  the  contractors  and  getting  the  contractors'  work  oi 
which  this  work  was  done,  and  in  a  number  of  cases  that  t 
tractors'  work  order  is  correct. 

ilr.  Kelley.  I  know.  But  is  that  a  proper  system  undei 
to  do  $50,000,000  worth  of  repairs  on  ships  per  year? 

Mr.  Hanes.  Well,  as  to  the  system,  I  do  not  know.  I  cj 
say 

Mr.  Kelley  (interposing).  You  only  know  how  it  works  oi 

Mr.  Hanes.  I  can  only  say  that  where  thev  do  not  reoe 
requisition  or  even  the  work  order,  that  a  number  of  times  t 
unable  to  cover  the  ships  at  all. 
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L*.  Kelley.  Of  course,  with  some  repair  men  you  would  not  need 
checkers  or  anybody  to  look  into  it  at  all;  they  are  perfectly 
st  men  who  would  do  a  good  job  whether  anybody  was  around 
ipervise  them  or  not.  But  you  would  not  want  to  rely  upon  that 
of  a  policy. 

[^.  Hanes.  I  would  not;  no.  sir. 

L\  Kelley.  No  ;  are  any  oi  these  ships  assigned  to  the  Brooklyn 
►'  Yard  for  repairs? 

t'.  Haxes.  I  have  never  seen  a  ship  assigned  over  there. 
t'.  Kelley,  Do  you  know  why  they  are  not  assigned  over  there? 
c  Hanes.  No,  sir. 

r.  Kelley.  They  have  got  a  great  plant  there — the  Government? 
r.  Hanes.  I  have  never  been  over  there. 

T.  Kelley.  You  do  not  know  of  any  bills  coming  through  from 
Brooklyn  yard  at  all  ? 
r.  Hanes.  No,  sir;  I  have  never  seen  one, 

T.  Kelley.  Whose  business  is  it  to  know  what  supplies  are  on 
*d  a  ship  ? 

r.  Hanes.  What  supplies  are  needed — ^what  supplies  are  on 
■d  and  what  supplies  are  needed  ? 

r.  Kelley.  Yes;  the  property  of  the  Government  on  board  a 
.  Whose  business  is  it  to  know  when  it  is  taken  and  when  it  is 
taken;  how  can  they  tellj  and  whose  business  is  it  to  find  out? 
r.  Hanes.  The  steward  is  supposed  to  determine  what  supplies 
aeeded.  That  determination  is,  of  course,  based  upon  the  amount 
as  left  on  hand  when  he  comes  to  a  port. 

r.  Kelley.  Well,  take  the  linen.     You  have  testified  here  that 
possible  that  linen  has  been  peddled  by  the  boys  of  ships  on  the 
»ts  of  some  town  in  France.    How  could  that  happen  without  the 
1  being  apprehended  for  it? 

r.  Hanes.  I  do  not  know  whose  business  it  is  to  check  up  on  the 
)lies  on  board. 

r.  Kelley.  That  is  what  I  am  trying  to  get  at. 
r.  Hanes.  I  do  not  know  of  a  check  ever  having  been  made  so 
as  I  have  been  connected  with  the  board. 

r.  Kelley.  Whose  office  in  the  United  States  Government  on 
e  has  a  record  of  the  supplies  on  board  ships  ? 
r.  Hanes.  I  do  not  know  of  any  such  records. 
r.  Kelley.  You  do  not  know  how  many  table  cloths  or  how 
h  linen  or  how  much  silver  or  anything  of  that  kind  there  is  on 
ship? 

r.  Hanes.  I  do  not  know  of  any  record. 

r.  Kelley.  You  do  not  believe  there  is  any  record  anywhere? 
r.  Hanes.  I  do  not  know  of  it. 

r.  Kelley.  It  is  just  on  the  records  of  the  ship,  you  think? 
r.  Hanes.  Well,  that  is  all  I  know  about, 
r.  Kelley.  You  would  not  be  sure  about  that,  would  you? 
r.  Hanes.  No,  sir. 

r.  Keli.ey.  It  does  not  seem  possible  that  you  could  be  right 
it  that? 

r.  Hanes.  Well,  I  do  not  know.     I  have  never  heard  of  any 
record,  and  I  could  not  state  positively  that  there  is  none,  sir. 
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Mr.  Kelley.  Are  you  prepared  to  say  how  much  you  think  i 
a  {jood  business  man  could  reduce  these  repairs  and  percenUge?- 

Mr.  IIanes.  No,  sir. 

Mr.  Kell?:y  (continuing).  If  he  were  given  authority  to  li 
shii)s  repaired? 

Mr.  IIanes.  Xo,  sir;  that  is  something  that  would  take  a  i 
with  a  knowledge  of  engineering. 

Mr.  Kelley.  i  ou  are  certain  that  the  Government  is  pacing  qi 
a  percentage  more  for  its  repairs  than  need  be  paidt 

Mr.  IIanes.  I  do  not  think  I  testified  to  that.  I  testified  to  a 
instances  where  they  had  paid  more  than  I  thought  was  neceaa 

Mr.  Kelley.  And  that  the  system  of  checkiiig  is  such  that  tl 
overcharges  are  easily  practiced  upon  the  Government! 

Mr.  Hanes.  You  mean  the  system  in  the  construction  and  rq 
department? 

Mr.  Keij^y.  No  ;  the  system  of  checking  repairs  and  orderinj 
work  done,  and  determining  whether  it  has  been  done  or  not, 
what  the  proper  rate  is,  and  how  many  men  are  being  anpl< 
upon  a  job,  for  instance,  where  you  have  six  men  doing  the  i 
when  there  is  only  room  for  two,  and  that  kind  of  thing  that 
have  testified  here  about  this  morning.  That  all  runs  into  mc 
Now,  what  I  am  getting  at  is,  how  much  is  the  (Jovemment  l( 
by  this  slipshod  method  of  handling  its  business  on  repairs. 

Mr.  Hanes.  I  am  unable  to  give  you  any  estimate.  1  can  onl; 
there  have  been  several  instances  I  have  seen  and  heard  of  that 
it  appear  they  are  losing,  but  how  much  I  can  not  say. 

Mr.  Kelley.  You  would  not  want  to  have  any  stock  in  s 
poration,  would  you,  that  ordered  $50,000,000  worth  of  repai 
ships  under  the  system  that  you  have  detailed  here  this  momin 

Mr.  Hanes.  I  do  not  believe  I  would. 

Mr.  Kelley.  What  was  this  concern  down  at  Baltimore^  a  ^ 
sale  or  a  retail  house  that  you  spoke  of,  that  Sparrows  Pomt! 

Mr.  Hanes.  It  was  a  ship  chandler  store,  and  the  majority  o 
chandler  stores  are  rather  a  mixture  between  wholesalers  ai 
tailoi's. 

Mr.  Kelley.  When  they  supplied  meat  to  the  Grovemmen 
they  sell  it  at  wholesale  or  retail? 

Mr.  Hanes.  They  sold  it  at  a  profit  over  wholesale. 

Mr.  Keijjsy.  That  is  retail,  is  it  not? 

Mr.  Hanes.  No,  sir. 

Mr.  Keij^y.  Well,  a  profit  over  wholesale  is  retail? 

Mr.  Hanes.  No,  sir.  There  is  a  difference  in  that  The 
percentage  added  by  regular  retailers  in  small  quantities  is  g 
than  the  percentage  of  profit  which  was  added  or  is  added  b; 
chandlery  concerns. 

Mr.  Kelij5:y.  Can  you  give  me  any  reason  in  the  world  wl 
Government,  with  1,200  ships  on  the  sea,  shotild  pay  a  profii 
wholesale  for  moats?  .     •  ^     ^ 

Mr.  Panes.  No,  sir.  On  the  west  coast  the  majority  of  su 
are  purchased  directly  from  the  wholesaler. 

Mr.  Kelley.  Do  you  know  of  any  reason  why  it  should  i 
done  on  the  east  coast? 

Mr.  Hanes.  No,  sir. 
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'.  Kelley.  Do  you  know  how  much  the  meat  bill  is  for  all  these 
? 

".  HANEa  No,  sir. 
■.  Kelj^ey.  Do  you  know  how  much  it  is  in  the  port  of  New 

'.  Hanes.  No,  sir. 

'.  Kelley.  Do  you  know  how  much  the  bill  for  food  in  the  port 

5w  York  is? 

.  Hanes.  No,  sir. 

.  Kelley.  Or  is  all  the  food  bought  in  the  same  way  at  these 

IS  stores  around  at  the  different  towns  ? 

Hanes.  All  of  the  ship  supplies  which  I  have  seen  purchased 
3  Atlantic  coast. 

Kelley.  Where  do  they  get  the  butter? 

Hais:^8.  From  the  ship  chandler. 

Keli^ey.  Do  they  buy  it  at  retail  ? 

Hanes.  It  is  not  exactly  retail,  Mr.  Kelley. 
.  Kelley.  That  is  to  say,  they  make  a  little  reduction  ? 
.  Hanes.  They  make  a  little  reduction  on  account  of  quantity. 

do  to  commercial  ships,  too.    On  account  of  the  large  quantity 
lased  at  one  time  there  is  a  small  reduction. 
'.  Kelley.  What  is  the  profit  that  is  ordinarily  exacted  by  the 
chandler  over  wholesale? 

'.  Hanes.  From  investigations  of  ship-chandler  stores  that  I 
made,  I  would  say  that  it  runs  in  various  cases  anywhere  from 
>  75  per  cent. 
.  Kelley.  Profit? 
.  Hanes.  Yes,  sir. 

.  Kelley.  Well,  then,  for  everv  $100  that  the  Government  puts 
>eef  and  other  supplies,  from  $3«Sii  to  $75  is  profit  which  could 
oided  had  they  bought  it  wholesale? 

.  Hanes.  I  would  think  so;  yes,  sir.  Of  course,  there  would 
me  expense  for  delivery  to  these  ships.     Some  deliveries  are 

in  the  stream,  and  I  would  think  that  under  such  a  system  it 
1  be  necessarv  for  the  Government  to  maintain  a  system  of  de- 
es, because  tne  wholesalers  will  not  make  deliveries,  of  course, 
J  stream. 

.  Kelley.  How  much  would  it  cost  the  Government,  probably, 
ct  a  sufficient  number  of  storehouses  to  handle  this  and  deliver 
;he  ships? 

.  Hanes.  I  do  not  know. 

.  Kelley.  You  are  testifying  of  your  knowledge  now,  are  you 
hat  from  33^  to  75  per  cent  of  all  the  Government  pays  out 

ipplies  in  the  way  of  food 

.  Hanes  (interposing).  Pardon  me,  Mr.  Kelley 

Kelley  (continuing).  Is  profit  which  could  be  avoided  had 
)ought  at  wholesale  ? 

Hanes.  I  said  that  from  the  investigation  of  the  ship-chandler 

which  I  have  made.     I  do  not  know  that  that  applies  in  all 

Kelley.  Do  you  know  how  many  men  there  are  who  are  fed 
this  system? 
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Mr.  Hanes.  No,  sir:  I  do  not. 

Mr.  Kelley.  And  you  do  not  know  how  much  it  costs  a  'li 
feed  them? 

Mr.  Hanes.  No.  sir. 

Mr.  Kelley.  Well,  what  vou  do  know  is  from  33J  to  75  jh*. 
of  it  probably  could  be  saved  under  a  different  system? 

Mr.  Hanes.  T  said  that  the  ship-chandler  stores  which  1  b^ 
vestigated  made  a  profit  of  that  much. 

The  Chairman.  How  many  ship-chandler  concerns  have  yt 
vestigated  ? 

Mr.  Hanes.  Well,  I  should  say  from  8  to  10. 

The  Chairman.  In  New  York? 

Mr.  Hanes.  No,  sir. 

The  Chairman.  Where? 

Mr.  Hanes.  Baltimore  and  Norfolk. 

The  Chairman.  New  York,  Baltimore,  and  Norfolk? 

Mr.  Hanes.  I  have  not  investigated  any  ship-chandler  stoi 
New  York.  The  only  information  I  have  from  New  York- 
chandler  stores,  is  from  information  given  me  by  an  examit 
the  Federal  Trade  Commission. 

The  Chairman.  Do  you  know  whether  the  Shipping  Board  < 
Fleet  Corporation  are  making  or  contemplating  any  changes  i 
method  of  furnishing  supplies  to  ships? 

Mr.  Hanes.  No,  sir.  I  have  heard  the  proposition  discuss 
minor  employees,  but  I  do  not  know  that  there  is  any  contemj 
change. 

The  Chairman.  Recently? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  How  recently? 

Mr.  Hanes.  Well,  within  the  past  two  months. 

The  Chairman.  About  installing  a  new  system  for  that? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  The  steward  does  not  have  anything  to  d( 
the  engine-room  supplies,  does  he? 

Mr.  Hanes.  No,  sir. 

The  Chairman.  So,  when  you  said  that  the  steward  woul( 
possession  of  supplies  furnisned  to  ships,  you  meant  oBJy 
own  department? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  When  repairs  are  made  to  a  ship  down  here 
of  these  yards  in  New  York,  if  the  requisition  is  received  bef( 
repairs  are  started,  men  are  down  there  checking  up  the  ma 
and  the  time  ocrupied  in  making  the  repaire. 

Mr.  Hanes.  If  it  is  a  time  and  material  job;  yes,  sir. 

The  Chairman.  AVell,  now,  assume  it  is.  iThe  Fleet  CorjK 
has  men  there  (•ho(!king  it  up. 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  C^an  cost  of  the  repairs  exceed  the  amount 
in  the  requisition? 

Mr.  Hanes.  There  is  no  amount  set  out  in  the  requisition. 

The  Chair^niax.  So  they  simply  get  a  requisition  for  these  i 
on  this  material? 

Mr.  Hanes.  Yes,  sir. 
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3  Chairman.  Well,  then,  what  difference  does  it  make  if  there 
amount  set  out  there  as  to  whether  or  not  checking  is  done  with- 
aat  requisition  having  been  received  or  not?    Can  you  not  go 

and  check  up  the  material  that  goes  into  those  repairs,  the 
nt  of  time  consumed  on  them,  irrespective  of  whether  you  get 
squisition  after  the  ship  sails,  or  whether  you  ever  get  it,  so  long 
u  know  what  actually  went  into  the  ship  and  how  much  time 
consumed? 

.  Hanes.  No,  sir;  because  unless  you  have  that  requisition, 
B  there  is  only  time  and  materials  job  on  a  ship,  it  is  impossible 
lie  checkers  employed,  unless  they  know  the  kind  of  work  and 
of  work  to  be  done,  whether  or  not  it  is  necessary  to  have  the 
cular  class  of  laborers  employed  on  that  ship  that  are  there. 

n  it  is 

e  Chairman  (interposing).  Wait  just  a  minute.    Just  on  that 

;,  unless  they  have  the  requisition  they  would  be  unable  to  de- 

ine  the  particular  class  of  labor  that  would  be  required  to  do  a 

in  piece  of  repair  work;  is  that  it? 

'.  Hanes.  Yes,  sir. 

e  Chairman.  Is  that  the  kind  of  checkers  who  are  employed  in 

I  this  work? 

'.  Hanes.  The  checkers  that  the  Shipping  Board  employs  are  in 

lajority  of  cases  not  engineers. 

e  Chairman.  Don't  they  know  whether  you  need  a  plumber  or 

cksmith  or  a  machinist  to  do  a  particular  piece  of  work  without 

\g  to  refer  to  a  requisition  to  find  out  ? 

'.  Hanes.  Not  unless  they  know  what  work  is  to  be  done. 

e  Chairman.  Do  they  not  know  when  they  go  aboard  the  ship 

e  repair  yard  and  see  the  men  working?    Are  they  not  able  to 

whether  they  are  repairing  something  that  really  needs  repairs 

.t? 

.  Hanes.  No,  sir. 

e  Chair:man.  The  checkers  are  there  for  what  purpose? 

•.  Hanes.  To  check  the  number  of  men,  the  class  of  men,  the 

nt  and  kind  of  labor. 

e  Chairman.  Yes,  sir. 

'.  Hanks.  In  addition,  Mr.  Chairman,  the  reason  for  having 

requisitions  arises  particularly  in  this  case:  Where  you  have 
tract  jol)  and  a  time  and  material  job  both  going  on  on  the  ship 
e  same  time,  the  particular  job  is  let  and  there  is,  a  possibility, 
s  you  have  the  time  and  material  requisition,  that  you  will  have 
working  on  the  contract  job  and  charged  to  the  time  and  ma- 
[  work.  That  is  the  principal  purpose  for  the  requisition, 
e  Chairman.  So  it  is  to  see  that  the  work  being  done  under  con- 
is  actually  being  rendered  and  that  the  materials  being  supplied 
r  that  contract  are  actually  being  furnished,  and  that  neither  one 
hided  in  the  other? 
'.  Hanes.  Well,  the  checkers  do  not  check  contract  work.    But 

I  meant  to  convey  was  that  the  purpose  of  this  requisition  is  to 
mine  and  guard  against  the  men  working  on  the  contract  job 
)eing  charged  on  the  time  and  materials  job;  for  instance,  a 
cer  will  be  at  the  gangplank,  and  you  have  men  coming  up  the 
plank  working  on  the  contract  job,  and  men  coming  up  oiv  tVva 
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gangplank  working  on  the  time  and  materials  job.    Now,  it  is  m 
sary  for  the  checker  to  determine  from  the  requisition  and  from 
class  of  lalx)r  which  is  time  and  material  and  which  is  contraci 
as  not  to  credit  the  contract  on  the  time  and  material  bill  with 
who  are  actually  working  on  the  contract  job. 

The  Chaikman.  You  do  not  make  any  check  of  work  done  m 
contracts  ? 

Mr.  Haxes.  No. 
The  Chairman.  Why? 

Mr.  Hanes.  Well,  it  is,  I  imagine,  not  thought  necessary. 
The  Chairman.  Why? 

Mr.  Hanes.  You  have  got  to  pay  that  price  anyway ;  that  is.  t 
make  no  check  as  to  the  number  of  hours  that  men  work  or  the  c 
of  labor.  Now,  all  that  the  Shipping  Board  under  a  contract  wi 
to  know  is  that  the  work  which  they  have  contracted  to  do  is  actui 
performed. 
The  Chairman.  They  find  that  out  afterwards,  do  they  ? 
Mr.  Hanes.  Yes,  sir. 

The  Chairman.  So  that  if  they  make  a  contract  for  a  cert 
quality  of  material,  and  the  contractor  go^  ahead  and  uses  an 
lerior  quality,  the  Shipping  Board  will  not  find  it  out  until  after 
contract  has  been  perrormed. 

Mr.  Hanes.  Well,  imder  the  system  there  is  supposed  to  be  a  da 
an  almost  twice-daily,  supervision  by  an  engineer. 
The  Chairman.  Well,  what  engineer?     The  engineer  of  the  sli 
Mr.  Hanes.  No,  sir;  the  engineer  of — well,  the  situation  is 
mixed  up  under  the  present  managing  operating  agreement  tha 
do  not  believe  I  can  say  just  which  one,  but  either  the  port  engin 
or  the  Bureau  of  Survey  or  the  Shipping  Board  engineer.    N< 
which  one,  I  do  not  know. 
Mr.  Kelley.  Somebody,  anyhow? 
Mr.  Hanes.  Somebody. 

The  Chairman.  Somebody  goes  down  there  twice  a  day 

Mr.  Hanes.  Supposed  to.     [Laughter.] 
The  Chairman  (continuing).  And  inspects  the  work? 
Mr.  Hanes.  Yes,  sir. 

The   Chairman.   So  that  contract  work  is  supervised   but 
checked  ? 

Mr.  Hanes.  Supposed  to  be ;  yes,  sir. 

The  Chahiman.  I  mean  "  supposed  "  to  be.     [Laughter.]     Do 
know  whether  the  Shipping  JSoard  is  contemplating  making 
changes  in  the  operators'  agreement  with  reference  to  the  ma 
of  repairs? 
Mr.  Hanes.  No,  sir;  I  do  not. 

The  Chairman.  Do  you  know  whether  they  are  contemplai 
making  any  changes  with  reference  to  the  time  and  material  < 
tracts  for  repairs  ? 
Mr.  Hanes.  No,  sir.  I  do  not. 

The  Chairman.  What  was  your  business  before  you  went  into 
Shipping  Board? 
Mr.  Hanes.  I  was  with  the  Department  of  Justice. 
The  Chahiman.  As  an  investigator? 
Mr.  Hanes.  As  an  attorney. 
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Chairman.  Here  in  New  York? 
Hanes.  Washington. 
Chairman.  In  whose  office! 
Hanes.  In  Mr.  John  Lord  O'Britn's. 

Chairman.  Was  he  in  the  admiralty  division  of  that  de- 
'nt? 

Hanes.  No,  sir. 

IvELLEY.  lou  said  you  were  not  quite  sure  whether  it  was 
^ineer  employed  by  the  Shipping  Board  or  by  the  operator 

St  track  of  the  character  of  the  work  put  in  on  repairs? 
ANES.  Or  the  Bureau  of  Survey. 
Kelley.  In  a  great  many  cases,  or  in  some  cases  at  least,  the 
;  are  made  by  the  operator  himself,  are  they  not  ? 
Hanes.  I  understand  so ;  yes. 

Kelley.  Of  what  value  would  it  be  to  the  Government,  or  what 
ion  to  the  Government,  would  it  be  to  have  the  engineer  or  the 
)r  check  this  thing? 

Hanes.  The  operators  are  supposed  to  be  the  agents  of  the 
iment. 

Kelley.  Yes ;  but  they  are  principals  on  the  other  side  of  the 
They  won  the  yards;  they  are  contracting  with  themselves; 
^present  the  Government  as  an  agent,  and  themselves  as  prin- 
And  which  would  be  apt  to  get  the  better  end  of  the  bargain 
I  a  case  as  that? 

Hanes.  I  do  not  know  where  any  manager  and  operator  of  a 
ng  Board  ship  owns  the  yards  where  such  work  is  done. 
bS:lley.  There  are  a  great  many  of  those,  are  there  not  ? 
Hanes.  I  do  not  know. 

Kelley.  Nearly  all  these  larger  operators  have  yards  of  their 
which  to  repair  ships? 
Hanes.  I  do  not  know. 
Kelley.  That  has  been  testified  to  here. 
Hanes.  I  have  not  heard  it. 

Kelley.  In  the^e  various  yards  where  you  have  made  investi- 
3,  you  do  not  know  whether  the  operators  really  own  and  con- 
sy ards  or  not,  do  you ? 
E(anes.  No,  sir. 

Kelley.  It  would  be  a  very  natural  thing*  would  it  not,  for  the 
)r  of  a  number  of  ships  to  own  the  repair  yards  and  save  the 
o  his  own  concern  rather  than  giving  it  out  to  somebody  else  ? 
Hanes.  I  should  think  that  would  be  a  pretty  good  arrange- 

Kelley.  Why,  yes;  sure.     Now,  the  Government  takes  no 
pains  to  protect  itself,  as  you  understand  it,  against  over- 
\  on  behalf  of  repairs  made  in  the  yards  owned  by  operators? 
RLanes.  If  they  do,  I  do  not  know  of  it. 
Kelley.  You  never  heard  of  any  special  arrangement  being 

Ianes.  No,  sir. 

Kelley.  No  provision  by  which  operators  are  forbidden  to 

Tovemment  ships  in  their  own  yards,  is  there  ? 

EIanes.  I  do  not  believe  there  is  any  such  provision  in  the 

ng  and  operating  agreement:  if  there  is,  I  have  not  seen  it. 
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The  Chairman.  Do  you  know  how  many  ships  the  Shipping  Board 
has  floated  under  the  operators'  agreement? 

Mr.  Hanes.  I  have  heard  that  there  were  about  1^00;  I  do  not  i 
know. 

The  Chairman.  And  the  instances  you  have  given  here  are  con- 
fined to  these  three  ports — New  York,  Baltimore,  and  Norfolk? 

Mr.  Hanes.  Yes,  sir ;  I  have  not  touched  on  the  west  coast  at  all. 

The  Chairman.  You  have  never  made  any  investigation  there? 

Mr.  Hanes.  I  was  out  there  for  about  two  months  and  a  half  this 
summer;  yes. 

The  Chairman.  Investigating? 

Mr.  Hanes.  Yes,  sir. 

The  Chairman.  What? 

Mr.  Hanes.  The  method  of  procedure  in  buying  supplies,  and  I 
believe  I  did  testify  that  in  the  majority  of  the  cases  on  the  west 
coast  they  bought  direct  from  the  wholesaler,  and,  in  some  instances, 
in  personnel,  in  the  Seattle  office,  and  also  in  an  investigation  of  the 
contract  for  the  sale  of  ships  made  to  the  National  Oil  Co.,  an  investi- 
gation of  the  Benson  &  Smith  telemotor  system,  and  a  preliminary 
investigation  of  the  matter  of  placing  some  derricks  on  a  ship. 

The  Chairman.  You  were  working  wijh  Mr.  Morton  ? 

Mr.  Hanes.  Under  him ;  yes,  sir. 

The  Chairman.  Under  Mr.  Morton  ? 

Mr.  Hanes.  Yes,  sir. 

The  Chahiman.  Did  you  complete  the  investigation  of  this  tele- 
motor  apparatus  ? 

Mr.  Hanes.  No,  sir. 

The  Chairman.  Do  you  know  what  was  done  about  that  ? 

Mr.  Hanes.  No,  sir.   : 

The  Chairman,  how  far  did  you  go  with  it? 

Mr.  Hanes.  Why,  Mr.  Morton  and  myself  got  so  far  as  getting 
testimony  from  port  captains  and  port  engineers,  managing  opera- 
tors of  Shipping  Board  ships,  who  testified  that  the  system  was  no 
good;  an  investigation  of  the  City  of  Oniaha^  which  was  damaged 
to  the  extent  of  about  $57,000  as  a  result  of  this  system  having  failed 
to  operate;  and  also  an  investigation,  of  course,  between  the  honv 
office  in  Philadelphia  and  the  district  director,  I  believe  his  title  i^- 
of  construction  and  repair  in  San  Francisco,  with  reference  to  th 
installation  of  these  telemotors. 

The  Chairman.  In  anv  of  the  investigations  that  you  have  mad< 
have  you  ever  inquired  oi  private  steamship  companies,  that  is  to  sa^ 
steamship  companies  that  are  operating  ships  other  than  those  allc 
cated  to  them  by  the  Shipping  Board  or  owned  by  the  Government 
as  to  how  they  aid  their  business? 

Mr.  Hanes.  Which  business  ?  Their  whole  business,  or  with  refei 
ence  to  this  telemotor? 

The  Chairman.  No.  I  mean,  in  other  words,  in  making  your  ic 
vestigations  that  yon  have  made,  all  of  them,  have  jou  ever  inquire 
of  private  ship  companies,  that  is,  companies  operating  steamers  othc 
than  those  allocated  to  them  by  the  Shipping  Board,  or  owned  by  th 
Government,  as  to  how  they  did  their  business  in  these  particular 
which  vou  were  investigating? 

Mr.  Hanes.  On  the  Sparrows  Point  Stores  Co.,  I  did  not  go  to  th 
steamship  company,  but  I  questioned  the  manager  of  the  Sparro\« 
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^oint  Stores  Co.,  who,  of  course,  was  cognizant  of  their  methods  of 
mrchasing  supplies,  that  is.  the  method  of  purchasing  supplies  by 
he  private  concerns;  and  1  have  talked  to  Mr.  Robert  Hasler,  of 
Robert  Hasler  &  Co.,  as  to  the  methods  he  had  of  purchasing  sup- 
ilies,  and  I  have  talked  to  the  port  engineer  of  the  Pacific  Mail  Steam- 
ihip  Co.  with  reference  to  his  particular  system  of  having  repairs 
xade. 

The  Chairman.  What  did  you  find  when  you  made  inquiry  of  these 
private  concerns  operating  their  own  ships,  or  ships  other  than  those 
allocated  by  the  Shipping  Board  or  owned  by  the  Government,  as 
to  the  prevalence  of  these  practices  that  you  have  described  as  ap- 
plying to  Shipping  Board  snips  ? 

Mr.  Hanes.  Mr.  Waldman,  the  manager  of  the  Sparrows  Point 
Stores  Co. 

The  Chairman.  Who? 

Mr.  Hanes.  W-a-1-d-m-a-n,  told  me  that  the  system  of  the  steam- 
ahip  companies  in  the  port  of  Baltimore,  as  to  their  own  private  ships, 
was  to  have  an  inventory  made  of  the  supplies  on  board  ship  as  she 
came  into  port,  check  up  on  that  and  have  the  steward  make  out 
requisition  of  what  he  needed.  Before,  however,  that  was  given,  to 
have  the  port's  steward  of  the  operating  company  approve  the  requisi- 
tion for  supplies.  Mr.  Hasler,  of  Robert  Hasler  &  Co.,  told  me  prac- 
tically the  same  thing ;  and,  in  addition  to  that,  Hasler  told  me  that 
their  own  port  engineers  followed  very  carefully  the  work  on  the  re- 
pairs. That  was  U>ld  me  also  by  the  port  engineer  of  the  Pacific  Mail 
Steamship  Co. 

The  Chaibman.  So  they  have  a  different  system,  a  closer  super- 
vision? 
Mr.  Hanes.  Somewhat ;  yes,  sir. 
The  Chairman.  And  you  stated,  in  answer  to  a  question  by  Mr. 

Kelley  a  few  moments  ago,  that  the  operators  were  considered  agents 

of  the  Shipping  Board  ? 
Mr. Hanes.  Yes,  sir;  that  is,  I  believe,  the  legal  interpretation  put 

upon  the  managing  and  operating  agi*eement  by  the  legal  department 

01  the  Shipping  Board. 
The  Chairman.  Have  you  ever  had  occasion  to  investigate  any 

case  or  any  matter  where  a  concern  was  operating  Shipping  Board 

ships  and  at  the  same  time  operating  its  own  ships? 
Mr.  Hanes.  I  believe  some  of  the  companies  to  whom  this  Mr. 

Waldman,  in  Baltimore,  referred  to,  were  doiii^  that,  and  it  is  my 

recollection  that  Robert  Hasler  &  Co.,  or  an  affiliated  company,  the 

Hasler  Steamship  Co.,  in  New  York,  were  doing  that;  also  the  1  acific 

Mail  Steamship  Co. 
The  Chairman.  Were  they  using  their  own  system  with  their  own 

ships  and  the  Shipping  Board  system,  so  to  speak,  with  the  Shipping 

Board  ships  ? 
Mr.  Hanes.  They  did  not  come  right  out  and  say  that,  but  they 

left  me  with  that  impression. 
The  Chairman.  Have  you  any  information  as  to  discrimination  by 

^  operator  between  ships  of  his  own  and  ships  operated  under  the 

agreement  with  the  Shipping  Board? 
.Mr.  Hanes.  I  testified  that  the  impression  left  upon  me  by  talkiri£? 

^th  these  three  men  was  that  there  was  discrimination.     I  have  al<=rO 
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information  from  the  Federal  Trade  Commission  examiner  wh< 
vestigated  the  sale  of  supplies  to  the  various  ships  on  the  Ath 
coast  that  there  was  discrimination,  and  I  had  information  i 
various  auditors  who  have  made  audits  of  the  different  district 
the  Shipping  Board,  particularly  Mr.  C.  E.  Banhuf  and  Mr.  C 
Cooper,  that  there  was  such  discrimination,  and  I  have  been  tol» 
other  persons  acquainted  with  the  shipping  business  that  there 
such  discrimination. 

The  Chairman.  You  were  investigating  this  telemotor  appar 
out  there.  Did  you  make  any  inquiry  to  find  out  whether  it  had  I 
installed  on  privately  operated  ships? 

Mr.  Hanes.  The  port  engineer  of  the  Pacific  Mail  Steamship 
told  me  that  no  private  concern  would  have  them  aboard  their  si 
and  I  asked  him  if  the  Pacific  Mail  Steamship  Co.  had  them  abc 
their  ships,  and  he  replied,  very  sarcasticallv,  "  Certainly  not.'- 

The  (Chairman.  Did  you  consult  Mr.  Muncaster,  oi  the  Pa 
Mail  Steamship  Co.  ? 
Mr.  Hanes.  I  believe  that  was  his  name ;  yes,  sir. 
Tlie  Chairman.  Is  he  the  port  engineer  or  marine  superintends 
Mr.  Hanes.  No  ;  I  think  he  was  the  port  engineer. 
The  Chairman.  Is  that  the  only  concern  you  inquired  of  to 
out  about  the  telemotor? 
Mr.  Hanes.  Yes,  sir. 

The  Chairman.  There  are  several  companies  operating  on 
Pacific  coast  out  of  San  Francisco  and  those  ports,  are  there  noti 
Mr.  Hanes.  Yes,  sir. 

The  Chairman.  You  do  not  know  whether  any  of  the  others  1: 
installed  this  apparatus? 

Mr.  Hanes.  The  information  which  I  had  did  not  disclose  1 
any  of  the  other  operating  companies  had  any  ships  on  which 
Benson  &  Smith  telemotor  systems  were  installed. 

The  Chairman.  Do  you  know  how  long  this  apparatus  has  I 
on  the  market? 

Mr.  Hanes.  I  have  heard  from  some  one,  but  I  do  not  know 
who  it  was,  that  it  had  been  on  the  market  about  7  or  8  jears. 

The  Chairman.  Have  you  made  any  inquiry  on  this  coast  a 
what  ships  have  it  in  operation? 

Mr.  Hanes.  No,  sir.    When  I  came  back  to  Washington  I 
called  off  of  that. 

The  Chairman.  You  do  not  know  whether,  perhaps,  as  a  ma 
of  fact,  that  a  great  many  ships  do  have  this  apparatus  installed 
that  it  works  successfully  ?    You  could  not  say  as  to  that? 

Mr.  Hanes.  I  talked  to  a  captain  of  a  ship  last  night,  who  i 
me  that  he  would  not  have  one  of  them  on  his  ship ;  that  he  had  s 
so  many  cases  where  they  had  failed  to  work. 

The  Chairman.  So  it  nas  been  installed  on  probably  a  great  m 
ber  of  ships  ? 

Mr.  Hanes.  I  have  had  information  to  the  effect  that  it  was 
stalled  on  practically  all  of  the  Emergency  Fleet  ships  on  both  coai 
Mr.  Kellet.  There  are  quite  a  number  of  these  operators  of  Sh 
ping  Board  ships  operating  but  one  ship. 
Mr.  Hanes.  Do  quite  a  number  of  them  operate  but  one  ship? 
Mr.  Kelley.  Yes. 
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Mr.  Kelley.  Does  each  operator  fix  the  ration  for  a  crew  himsel 
or  is  there  a  uniform  ration  throughout  the  whole  Shipping  Boar 
business  ? 

Mr.  Hanes.  So  far  as  I  know  there  is  not  a  uniform  ration  through 
out  the  Shipping  Board  business,  nor  is  there  any  uniform  ration  io 
any  particular  manager  or  operator.  The  evidence  which  I  have  seei 
and  the  information  which  I  have  gathered  has  been  that  they  lear 
the  whole  thing  to  the  staward  aboard  the^ship. 

Mr.  Kelley.  Is  there  anybody  to  check  him  up  at  all  and  say 
"  You  must  not  have  such  and  such  food  on  the  menu  "? 

Mr.  Hanes.  I  should  think  that  the  port  steward  or  the  purchasinj 
officer  would. 

Mr.  Kelley.  If  the  ship  steward  wanted  grapefruit  or  oranges  o 
any  other  fruit  for  breakrast  for  the  men  he  would  be  at  perfect  lit 
erty  to  order  that  ? 

Mr.  Hanes.  They  seem  to  be,  because  I  have  seen  a  great  many  bill 
where  grapefruit  and  oranges,  ripe  olives,  etc.,  were  included  in  th 
bill  for  supplies. 

Mr.  Kelley.  And  there  is  nobody  who  fixes  the  standard  of  th 
meals  or  rations  ?  » 

Mr.  Hanes.  So  far  as  I  know  there  is  not;  no,  sir;  other  thati  th 
steward  aboard  ship. 

Mr.  Kj:lley.  The  Government  pays  whatever  each  individual  o[ 
erator  thinks  he  ought  to  feed  his  men  ? 

Mr.  Hanes.  I  do  not  even  know  that  each  individual  operator  fix( 
the  rations  of  the  crew. 

Mr.  Kelley.  He  leaves  that  to  the  steward  of  each  individual  ship 

Mr.  Hanes.  So  far  as  I  have  seen  he  does. 

Mr.  Kelley.  The  fact  is,  the  operator  does  not  care  what  it  cost 
does  he  ? 

Mr.  Hanes.  I  have  not  heard  any  of  them  express  their  opinion  : 
caring. 

Mr.  Kelley.  WTiy  not  ? 

Mr.  Hanes.  Well,  I  do  not  know. 

Mr.  Kelley.  Yes  you  do. 

Mr.  Hanes.  The  Shipping  Board  pays  the  bills. 

Mr.  Kelley.  That  is  the  idea ;  and  there  is  no  inducement  or  i 
centive  anywhere  to  economize  or  to  save  money  because  the  Shippii 
Board  "  pays  the  bills  "  ? 

Mr.  Hanes.  This  was  information  given  to  me  by  this  same  M 
Waldman,  who  should  be  in  a  position  to  know,  being  in  the  sh 
chandler  business — his  statement  to  me  was  something  like  thi 
That  under  the  previous  managing  and  operating  agreement,  or  o 
of  the  previous  managing  and  operating  agreements,  the  Shippii 
Board  paid  the  ship  manager  and  operator  a  commission  on  the  n 
proceeds  of  the  voyage,  in  addition  to  a  set  managing  fee.  But,  the 
under  the  managing  and  operating  agreement  which  was  lat 
promulgated,  the  fee  was  paid  on  the  gross  proceeds;  and  that,  co 
sequentl}',  any  incentive  that  they  had  had  to  economize  was  there 
obliterated. 

Mr.  Kelley.  Now,  the  operator  gets  his  percentage  upon  the  gr( 
receipts  of  his  freight  and  passengers? 

Mr.  Hanes.  I  understand  that  at  the  present  time  that  is  the  pu 
tice. 
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Mr.  Kellby.  And  the  Government  pays  all  the  expenses? 
Mr.  Hanes.  Yes,  sir. 

Mr.  Kelley.  So  that  every  incentive  has  been  removed  for  economy 
^^e  management  of  that  ship,  both  as  to  supplies  and  repairs? 

Mr.  Hanes.  That  is  what  Mr.  Waldman  told  me,  and  from  my 
tiformation  and  investigation  that  would  seem  to  be  the  case. 

Mr.  Kelley.  Do  you  know  whether  or  not,  on  the  other  contract, 
hese  small  operators  that  had  taken  ships  without  any  capital  to 
peak  of  were  losing  money,  and  that  this  contract  was  changed  to 
^elp  them  out  ? 

Mr.  Hanes.  No,  sir. 

Mr.  Kelley.  Do  you  know  whether  or  not  the  small  operators  have 
^en  losing  money  ? 

Mr.  Hanes.  No,  sir ;  I  do  not. 

Mr.  Kelley.  Or  would  be  if  they  had  to  pay  the  bills  ? 

Mr.  Hanes.  That  they  would  be  losing  money  on  the  voyages  ? 

Mr.  Kelley.  Yes. 

Mr.  Hanes.  I  have  seen  some  voyages  where  the  cost  of  operating 
^6  shipj  together  with  the  depreciation,  was  a  great  deal  naore  than 

-'*fr.  Kelley.  Do  you  know  how  many  corporations  are  operating 

J^^Wpping  Board  ships,  where  the  organizers  of  the  corporations, 
^^^  persons  interested  in  the  corporations,  were  formerly  em- 

j^^es  of  the  Shipping  Board? 

I^*"-  Hanes.  You  mean  in  the  managing  and  operating  companies  ? 

^^-  Kelley.  Yes. 

^^^  Hanes.  I  do  not  believe  I  do;  no,  sir. 

j.^»   Kelley.  You  have  never  inquired  into  that,  to  see? 

r^*   Hanes.  No,  sir;  I  have  not. 

^-  Kelley.  You  do  not  know  whether  there  are  any  or  not? 

^*  Hanes.  No,  sir;  not  in  the  managing  and  operating  companies. 

^*  Kelley.  How  about  repair  companies? 

^^  Hanes.  Yes,  sir. 

^*  Kelley.  What  do  you  know  about  that  ? 
^,  Hanes.  The  Edwards  Boiler  Scaling  Co.,  in  Norfolk,  was 

loosed  of  a  man  named  Edwards  and  a  man  named  Cleary,  both 

^lom  had  previously  been  employed  by  the  Emergency  Fleet 

l^oration  as  time  and  material  checkers.     Mr.  Cleary  later  got 
of  the  companv  and  is  now  with  the  Shipping  Board  again. 

'  Edwards,  I  understand,  has  sold  out  his  company  and  gone  into 

^^  other  business. 

here  is  a  company  in  the  port  of  New  York,  the  Coastwise  Seal- 
Co.,  in  which  a  man  named  Martin  is  interested  who  was  pre- 

Usly  a  Shipping  Board  employee. 

;lr.  Kelley.  Well,  those  companies  that  you  speak  of  were  all 

itimate  companies;  they  were  not  merely  brokers  for  handling  the 

iiness  and  then  turned  it  over  to  somebody  else? 

dr.  Hanes.  No,  sir ;  they  were  scaling  companies  that  actually  did 
work. 

rfr.  Kelley.  Yes.    But  you  do  not  know  how  many  of  these  operat- 

;  companies  were  organized  by  men  who  are  connected  with  the 

ipping  Board  ? 

tf  r.  I^XES.  No,  sir ;  I  do  not. 
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Mr.  Kelley.  Who  would  know  that?  Who  could  get  that  info 
mation  ? 

Mr.  Hanes.  Why,  the  bureau — I  do  not  know  just  what  the  tecl 
nical  name  is — that  has  charge  of  the  allocation  of  ships  I  shoui 
think  would  have  that. 

Mr,  Kelley.  Is  that  under  the  Bureau  of  Operations,  or  is  that 
separate  division  down  there  ? 

Mr.  Hanes.  That  is  under  the  Division  of  Operations,  I  think. 

Mr.  Kelley.  That  is  to  say,  the  ships  are  allocated  by  a  committe 
or  a  bureau  in  the  Division  of  Operations? 

Mr.  Hanes.  Yes,  sir ;  a  component  part  of  it. 

Mr.  Kelley.  And  that  committee,  you  think^  would  know  enougr 
about  the  operators  to  get  this  information? 

Mr.  Hanes.  I  should  think  so;  yes,  sir. 

Mr.  Kelley.  How  many  of  them,  and  which  ones,  were  forme 
employees  of  the  Shipping  Board  ? 

Mr.  Hanes.  I  should  think  so. 

Mr.  Kelley.  And  who  do  you  say  could  prepare  the  relative  e: 
pense  of  the  various  compames,  the  operating  expense  of  differei 
companies  ? 

Mr.  Hanes.  I  should  think  that  the  different  district  comptrolle 
or  district  auditors  should  be  able  to  do  that. 

Mr.  Kelley.  Is  there  anj'body  in  Washington  that  could  furnii 
that  ?    Would  the  information  not  get  down  that  far? 

Mr.  Hanes.  It  might ;  but  whether  or  not  it  is  there  I  do  not  kno' 

Mr.  Keli^y.  You  think  maybe  they  have  never  thought  of  th 
down  there  vet? 

Mr.  Hanes.  Well,  I  don't  know.  I  have  never  seen  any  such  stat 
ment. 

Mr.  Keltjcy.  Ordinarily  it  would  be  some  advantage,  would  it  ii( 
to  the  Government  to  kndw  which  operators  were  costing  them  a  1 
of  money  and  which  were  making  money  for  them?  A  business  ni; 
would  like  to  know  which  factors,  if  he  had  a  half  dozen,  were  losij 
money  and  which  making  money. 

Mr.  HanEvS.  I  should  think  so. 

Mr.  Keixey.  Why  would  not  the.  Government  be  interested  in  t 
same  thing? 

Mr.  Hanes.  They  may  be,  so  far  as  I  know,  Mr.  Kelley:  but 
should  say  that  it  would  be  a  good  business  proposition.  I  say  tl: 
I  do  not  know  whether  the}'  have  that  or  not. 

The  Chairman.  Have  you  seen  this  managing  operators'  agreeme 
No.  3,  or  the  one  that  these  ships  are  being  operated  under? 

Mr.  Hanes.  At  the  present  time?    Yes,  sir. 

The  Chairman.  Do  you  say  there  is  no  incentive  in  that  agreerac 
for  the  operators  to  watch  the  expenses  of  operating  the  ships  ? 

Mr.  Hanes.  I  testified,  I  believe,  that  in  a  conversation  with  i 
Waldman,  of  the  Sparrows  Point  Store  Co.,  he  had  told  me  that  su 
was  the  case. 

The  Chairman.  Yes.    Now  I  am  asking  you  if  you  say  so  ? 

Mr.  Hanes.  Well,  I  don't  know.  I  have  not  seen  any  incentive 
it  to  save  any  money. 

The  Chairman.  Under  that  agreement  the  Shipping  Board  pa 
the  expenses  of  operation  and  it  is  deducted  from  the  proceeds  oi  t! 
voyage,  is  it  not  ? 
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Mr.  Hanes.  You  mean  before  the  commission  is  paid  to  the  man- 
*gj^  and  operators? 

ihe  Chairman.  Yes. 

Mr.  Hanes.  I  do  not  think  it  is ;  no,  sir. 

The  Chairman.  Well,  then^  when  they  come  to  settle  up  on  a 
"wyage^  the  expense  of  operating  the  ship  is  deducted  from  the  re- 
ceipts, IS  it  not?  When  tney  come  to  settle  up  on  a  voyage,  a  single 
Toyage,  do  they  not  deduct  the  expense  of  operating  that  ship  and  the 
fee  paid  to  the  operator  from  the  freight  receipts  for  that  voyage? 

Mr.  Hanes.  And  deduct  the  whole  ousiness^ 

The  Chairman.  Yes. 

Mr.  Hanes.  Yes. 

The  Chairman.  They  deduct  that  from  the  receipts  i 

Mr.  Hanes.  Yes. 

The  Chairman.  And  then  the  surplus  is  divided,  is  it  not,  between 
the Govermnent  and  the  operator? 

Mr.  Hanes.  No,  sir. 

The  CHAUtMAN.  It  is  not? 

Mr.  Hanes.  My  understanding  is  that  the  present  system  is  that 
the  manager  and  operator  of  the  ship  pays  tlie  expenses  of  the 
▼oyage.  Then  he  ados  to  those  expenses  his  commission  on  the  gross 
revenue.  If  the  expense  of  the  ship,  plus  the  gross  revenue  to  the 
iRtnager  and  operator^  is  more  than  tne  total  revenue  of  the  ship. 


the  Shipping  Board  reimburses  the  manager  and  operator. 

Mr.  Kellbt.  That  is  out  of  the  Treasury  of  the  IJnited  States? 

Mr.  Hanks.  Or  the  proceeds  from  other  ships. 

The  Chairman.  What  agreement  is  that  ? 

Mr.  Hanes.  That  is  M.  O.  No.  4. 

The  Chairman.  Has  that  been  put  in  force  ? 

Mr.  Hanes.  I  understand  that  it  is  in  force  at  the  present  time. 
1  am  not  positive. 

The  Chairman.  Do  you  know  any  companv  that  is  operating  un- 
der No.  4? 

Mr.  Hanes.  At  the  present  time  ? 

The  Chairman.  Yes. 

Mr.  Hanes.  Mr.  Chairman,  I  have  not  gone  into  the  question  of 
the  managing  and  operating  agreement  very  carefully,  because  it 
does  not  touch  particularly  on  the  work  that  I  am  doinp.  The 
only  infonnation  I  have  had  has  been  discussion  with  various  au- 
ditors, who  have  told  me  that  M.  O.  4,  which  was  recentl}^ — I  believe 
within  the  last  month  and  a  half — put  into  effect,  was  made  retroac- 
tiveto  March  1, 1920. 
Hf  A  ^"AiK^AN.  Then,  under  that,  if  there  was  no  incentive  under 

u  '  S^'  ^  ^^^^  certainly  is  no  incentive  under  M.  ().  No.  4. 

™'-  Hanes.  I  could  not  see  any,  from  a  reading  of  the  agreement. 

Tn«  Chairman.  Have  you  any  further  (questions,  Mr.  Kelley  ? 

^r.  Keixey.  Not  onlv  has  tfiis  new  contract  that  you  speak  of 
8^JJL®  1^  effect  but  it  has  been  made  retroactive,  has  it  not  ? 

^r-  Hanes.  I  undei*stand  so ;  yes,  sir. 

Mr.  Kellet.  So  that  it  covers  voyages  that  were  in  effect  even  be- 

V  ^^®^  ^^^  ^'^  contract  ? 

w.  Hanes.  That  is  mv  understanding:  of  it. 

Mr.  Kellet.  That  is  all. 
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TESTIMONY  OF  MR.  BETHTJEL  S.  OAKES. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  CuAiRMAN.  What  is  your  name,  please  ? 

Mr.  Oakes.  Bethuel  S.  Oakes. 

The  Chairman.  Have  you  at  any  time  been,  or  are  you  now,  em- 
ployed by  the  Shipping  Board  or  Fleet  Corporation,  Mr.  Oakes? 

Mr.  Oakes.  I  am ;  yes,  sir. 

The  Chairman.  How  long  have  you  been  employed  ? 

Mr.  Oakes.  Since  April,  1918,  up  to  May  24,  1920;  then  I  was  re- 
instated again  October  25,  1920. 

The  Chairman.  In  what  capacity  ? 

Mr.  Oaices.  My  former  capacity  was  plant  engineer  at  Wilming- 
ton, N.  C. ;  my  present  capacity  is  in  the  sales  division,  New  Ym 
office. 

The  Chairman.  When  you  were  plant  engineer,  w  hat  do  you  know 
as  to  an  inventory  being  made  of  the  plant  property  on  account  of 
the  Liberty  Shipbuilding  Co.  ? 

Mr.  Oakes.  in  Deceniber,  1918, 1  think  it  was,  or  about  that  time, 
a  physical  plant  inventory  was  taken  of  the  plant  and  property. 
That  was  official,  duly  signed  and  tied  in  with  the  books  ox  account 
at  the  plant,  by  the  local  auditor.  Following  that,  some  time  in 
March,  1919,  I  think  it  was,  an  inventory  was  taken  of  the  supplies 
and  materials  at  the  plant,  which  was  also  tied  in,  verified  and  tied 
in  tvith  the  books  of  account. 

The  Chahiman.  WTiat  do  you  mean  by  "  tied  in  "  with  the  books 
of  account  ? 

Mr.  Oakes.  Well,  reconciled  with  the  books;  that  is,  the  amount 
available  on  hand  compared  with  the  material  accoimt  in  the  books 

The  Chairman.  Proceed.  Was  there  anything  further  aboui 
those  two  inventories  ? 

Mr.  Oakes.  Nothing  that  I  think  of. 

The  Chairman.  They  were  both  made  and  they  were  both  tied  io 

Mr.  Oakes.  Both  made  and  both  tied  in,  arid  accepted  and  signer 

The  Chairman.  Accurate? 

Mr.  Oakes.  Accurate ;  yes,  sir. 

The  Chairman.  Made  in  the  usual  way  ? 

Mr.  Oakes.  Made  in  the  usual  manner,  and  in  accordance  wli 
the  usual  practices  for  making  inventories. 

The  Chairman.  And  under  proper  authority? 

Mr.  Oakes.  Under  proper  authority ;  yes,  sir. 

The  Chairman.  AVere  the  proper  blanks  furnished,  and  ever; 
thing,  for  the  inventories  to  be  made? 

Mr.  Oakes.  Proper  forms  were  used. 

The  Chairman.  Was  it  made  in  quick  time? 

Mr.  Oakes.  The  first  inventory,  the  plant  property  inventory, 
think,  was  accomplished  in  about  a  month.    The  other  one  took  po 
sibly  a  little  longer,  six  or  eight  weeks. 

The  Chair3ian.  Who  did  the  active  work?  . 

Mr.  Oakes.  The  active  work  was  conducted  by  a  representati^ 
sent  there  by  the  Shippin^:  Board,  and  the  details  were  carried  o"" 
by  employees  of  the  shipbuilding  company. 

The  Chairman.  Was  any  other  inventory  made  down  there? 
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kir.  Oakes.  There  was  another  inventory  made  subsequent  to  that 

le,  but  that  was  for  the  purpose  of  determining  exactly  if  there 

i  been  any  variations  in  the  amount  of  materials  on  hand  between 

5  time  this  one  was  taken  and  the  former ;  that  is,  when  the  plant 

LS  in  operation. 

The  Chairman.  This  was  at  the  Liberty  plant? 

Mr.  Oakes.  At  the  Liberty  plant. 

The  Chairman.  Was  any  inventory  made  at  the  plant  of  the  Caro- 

la  Shipbuildinff  Co.? 

Mr.  Oakes.  There  was  an  inventory  made  at  the  Carolina  Ship. 

s,  sir.    That  was  conducted  by  Capt.  Trowbridge,  and  the  details 

ere  worked  out  by  employees  of  the  Carolina  Shipbuilding  Corpo- 

tion. 

The  Chairman.  Was  that  made  under  proper  authority  and  in  the 
ual  way? 

Mr.  Oakes.  I  believe  it  was.  ,  I  had  no  jurisdiction  over  that. 
The  Chairman.  Do  you  know  whether  it  was  made  in  the  usual 
ae? 

Mr.  Oakes.  It  was  made  in  the  usual  time  and  on  a  regular  form ; 
i,  as  I  say,  I  had  no  jurisdiction  over  it. 

The  Chairman.  Was  it  tied  in  with  the  plant  property  account, 
>you  know? 

Mr.  Oakes.  I  heard  that  it  was. 

The  Chairman.  Do  you  know  what  the  amoimt  of  that  inventory 
ras? 

Mr.  Cakes.  No  ;  I  do  not  recall  the  figures.  The  Carolina  plant, 
idwever,  I  think  was  about  $50,000  for  plant  property ;  that  is,  plant 
naterials  and  supplies.  Of  course,  there  was  a  great  quantity  of 
ship  materials  there  that  did  not  enter  into  that  particular  inventory. 
Hiere  were  two  inventories,  one  for  ship  materials  and  one  for  plant 
Diaterials  and  supplies. 

The  Chairman.  Were  they  both  made  ? 

Mr.  Oakes.  Yes ;  they  were  both  made. 

The  Chairman.  Do  you  know  whether  that  plant  property  was 
later  sold? 

Mr.  Oakes.  At  the  Carolina? 

The  Chairman.  Yes. 

Mr.  Oakes.  That  was  sold  to  the  George  A.  Fuller  Co.,  with  the 
plant. 

The  Chairman.  Do  you  know  for  how  much  ? 

Mr.  Oakes.  They  sold  the  plant  supplies  and  materials  for  100 
percent. 

The  Chairman.  $50,000? 

Mr.  Oakes.  That  was  the  agreement.  I  do  not  know  if  it  was  ever 
accomplished,  but  I  presume  it  was;  I  understand  that  was  the  con- 
tr^t. 

The  Chairman.  Do  you  know  whether  the  cash  was  paid  ? 

Mr.  Oakes.  I  do  not. 

The  Chairman.  How  much  were  the  ship  supplies  sold  for? 
.  Mr.  Oakes.  The  ship  materials.     The  original  contract  at  the  Caro- 
l"ia  plant  was  for  the  construction  of  12  vessels.     I  know  this  only 
from  association  and  contact  down  there;  I  had  nothing  whatsoever 
to  do  with  it.    Their  contract  was  reduced  to  eight  vessels. 
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The  George  A.  Fuller  Co.,  in  negotiating  the  contract  to  take  OTer 
the  plant  with  the  Fleet  Corporation,  agreed  to  purchase  the  material 
for  the  remaining  four  ships,  and  construct  them  on  their  own  a^ 
count,  and  I  understand  that  the  material  for  these  ships  was  sold 
to  them  at  50  per  cent  of  the  invoice  cost. 

The  Chairman.  Fifty  per  cent? 

Mr.  Oakes.  Yes,  sir. 

The  Chairman.  Do  you  know  who  negotiated  the  purchase? 

Mr.  Oakes.  1  think  Mr.  Alonzo  Dilks  and  Mr.  G.  Glass;  I  think 
his  initial  is  G. 

The  Chairman.  Are  they  officials  of  the  Shipbuilding  Corpon- 
tion  ? 

Mr.  Oakes.  Mr.  Dilks  was  president  of  the  Carolina  Shipbuildinf 
Corporation,  and  Mr.  Glass  was  assistant  secretary. 

The  Chairman.  With  whom  did  they  deal  on  the  Shipping  Board 
or  Fleet  Corporation? 

Mr.  Oakes.  So  far  as  I  know,  Mr.  Piez. 

The  Chairman.  Mr.  Piez;  when  was  this? 

Mr.  Oakes.  That  was  in  1919,  about  December.  Their  contract 
took  eflFect,  I  think  it  was  December,  1919. 

The  Chairman.  Do  you  know  what  the  amount  of  the  inventory 
was,  of  the  ship  material? 

Mr.  Oakes.  I  do  not,  no ;  I  had  no  way  of  knowing  that. 

The  Chairman.  But  you  understand  that  the  plant  property  and 
material  were  sold  at  100  p^  cent  of  its  inventoried  value? 

Mr.  Oakes.  Yes,  sir. 

The  Chairman.  The  ship  material  there,  left  in  the  yard  as  a  result 
of  cancellation  of  these  contracts,  was  sold  at  50  per  cent  of  ^ 
value  ? 

Mr.  Oakes.  That  is  my  understanding.    I  never  saw  the  contract 

The  Chairman.  Well,  if  that  was  so,  was  it  not  a  pretty  good  bar- 
gain? 

Mr.  Oakes.  A  good  bargain  for  the  Carolina?  Well,  it  depends 
upon  how  you  look  at  that.    If  the  Fleet  Corporation  were 

The  Chairman.  A  pretty  good  bar^in  for -the  Fleet  CorporatioB» 
to  get  rid  of  a  lot  of  fabricated  material? 

Mr.  Oakes.  Very  good,  I  should  say. 

The  Chairman.  At  50  per  cent  of  its  value  ? 

Mr.  Oakes.  Very  good. 

The  Chairman.  Was  there  anything  during  your  work  as  plant 
engineer  there  that  you  observed  with  reference  to  conditions  which 
you  attempted  to  have  corrected  and  which  you  were  unaMe  to  W' 
complish  because  of  lack  of  cooperation  on  the  part  of  anybody,  or 
failure  to  accept  your  recommendations? 

Mr.  Oakes.  1  was  operating  first  directly  with  the  home  office,  the 
division  of  shipyard  plants,  and  during  the  plant  construction  theie 
was  no  lack  of  cooperation  at  all.  There  was  some  tendency  on  the 
part  of  the  contractor  at  different  times  to  construct  a  plant  that 
was  not  called  for  in  the  plans  and  was  not  the  intent  ana  purj>08C, 
but  those  matters  were  properly  taken  care  of,  and  recommendations 
for  discontinuing  such  operations  were  made  and  carried  out  That 
was  only  in  slight  instances,  nothing  very  serious. 
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he  Chairman.  Do  you  know  whether  or  not  the  allowance  of  this 

)er  cent  value  of  the  ship  material  there  may  not  have  been  part 

sideration  on  account  of  the  cancellation  of  these  contracts  ? 

Ir.  Oakes.  It  may  have  been,  or  it  may  not  have  been ;  I  do  not 

iw  anything  about  the  details  of  it,  Mr.  Chairman. 

'he  Chairman.-  If  it  was,  there  was  nothing  unusual  about  that, 

5  there,  Mr.  Oakes  ? 

Ir.  Oakes.  Why,  I  should  not  think  so,  because  I  believe  that  is  a 

y  good  sale  for  the  Shipping  Board ;  to  get  rid  of  that  surplus 

tenal,  fabricated  for  ships,  that  would  not  be  utilized  for  any 

ler  purposes  except  if  they  could  find  a  buyer. 

Che  Chairman.  Did  you  make  any  appraisal  of  that  plant  ? 

tfr.  Oakes.  I  did  not. 

The  Chairman.  As  a  going  concern  ? 

tfr.  Oakes.  I  did  not. 

rhe  Chairman.  What  is  your  position  with  the  Shipping  Board 

tfr.  Oakes.  I  am  head  of  the  sales  and  supply  division  of  the  New 
rk  office. 

fhe  Chairman.  Head  of  the  sales  and  supply  division  under 
om? 

tfr.  Oakes.  Mr.  Leggren. 
Hie  Chairman.  Are  you  selling  material  here  ? 
iJr.  Oakes.  Just  came  on  the  25th  of  October ;  yes. 
The  Chairman.  Oh,  I  see ;  did  you  resign  as  plant  engineer  ? 
At,  Oakes.  I  resimed  as  plant  engineer  on  account  of  health.    I 
sdown  in  the  southern  district  and  I  had  to  get  out  of  there. 
He  Chairman.  Did  you  appraise  the  Liberty  plant  ? 
tfr.  Oakes.  I  appraised  the  Liberty  plant ;  yes,  sir ;  and  my  recol- 
tions  are  that  it  was  about  $500,000. 
Oie  Chairman.  Was  that  sold  ? 

At.  Oakes.  That  was  sold  to  the  city  of  Wilmington,  I  understand, 
er  I  left  there. 

Bie  Chairman.  For  how  much,  do  you  know  ? 
fr.  Oakes.  From  hearsay,  $37,500. 
'he  Chairman.  Were  any  of  the  contracts  canceled  ? 
fr.  Oakes.  They  canceled  all  of  their  contracts  except  two  vessels. 
Tie  Chairman.  Do  you  know  whether  or  not  any  allowance  was 
ie  to  them  on  account  of  cancellation  ? 

fr.  Oakes.  Up  to  the  time  that  I  left  there,  so  far  as  I  know,  there 
Qo  adjustment  made,  and  I  have  not  heard  of  any. 
he  Chairman.  Did  the  Fleet  Corporation  own  the  entire  plant? 
!r.  Oakes.  They  owned  the  entire  plant — property  and  build- 
— everything  pertaining  to  it.    The  property  was  deeded  to  the 
[ping  Board  by  negotiations  through  the  Chamber  of  Commerce 
nlmington,  acquired  from  individuals,  and  turned  over  in  fee 
Ie  to  the  Shipping  Board  in  its  entirety. 
16  Chairman.  That  was  a  concrete  yard,  was  it  not  ? 
'•  Oakes.  A  concrete  yard ;  a  concrete  shipyard, 
e  Chairman.  The  concrete  ships,  as  constructed  by  the  Ship- 
Board  of  course  were  more  or  less  of  an  experiment,  were  they 

Oakes.'  I  would  say  that  it  was  an  experimental  proposi- 
yes,  sir. 
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The  Chairman.  This  was  an  experimental  yard? 

Mr.  Oakes.  Decidedly. 

The  Chairman.  And  do  you  know  whether  the  yard  is  being  op- 
erated now? 

Mr.  Oakes.  Only  indirectly.  I  heard  that  the  city  of  Wilmington 
acquired  this  property.  They  in  turn  leased  it,  I  believe,  to  the 
Newport  Shipbuilding  Co.,  and  I  think  that  they  are  operating  the 
yard. 

The  Chairman.  Building  concrete  ships? 

Mr.  Oakes.  Yes,  sir;  I  only  know  this  by  letters — correspondence 
that  I  have  had  with  friends  of  mine  there. 

The  Chairman.  Do  you  know  what  it  cost  the  Fleet  Corpora- 
tion to  make  that  site  available  for  a  shipyard? 

Mr.  Oakes.  The  cost  of  the  plant,  as  1  recall  it,  was  about  $826,- 
000,  of  which  about  $105,000  was  expended  in  di"edging,  filling  the 
site,  arid  preparing  the  slips.  These  boats  were  launched  sidewise, 
and  they  had  to  have  slips.  There  was  about  $48,000  of  that  amount, 
I  think,  paid  to  Monks  &  Johnson,  of  Boston,  who  were  architects 
and  engineers,  for  furnishing  the  plans. 

The  cost  of  those  plans' was  rather  exorbitant,  I  think,  but  as! 
understand  the  arrangement,  Monks  &  Johnson  were  engaged  by 
Mr.  Piez  to  prepare  plans  for  some  other  plant ;  I  think  it  was  thi 
Alameda  plant. 

The  Chairman.  Was  there  any  bid  received  for  that  plant  while 
you  were  there,  Mr.  Oakes? 

Mr.  Oakes.  There  were  two  oflFers,  one  from  the  Aladdin  House 
Building  Co. — the  Aladdin  Co. — who  were  locating  at  Wilmingtou, 
and  they  offered  $50,000  for  half  of  the  plant,  comprising  the  best 
part  of  it,  with  the  carpenter  shop  and  the  principal  buildings;  an- 
other offer  was  received,  a  verbal  offer,  from  the  Broadfoot  Iron 
Works,  for  $50,000  for  the  entire  plant. 

The  Chairman.  Did  you  recommend  the  acceptance  of  either  of 
those  bids? 

Mr.  Oakes.  I  recommended  that  they  both  be  rejected. 

The  Chairman.  You  do  not  know  how  much  the  plant  was  really 
sold  for  eventually? 

Mr.  Oakes.  Only  through  hearsay  and  newspaper  reports. 

The  Chairman. 'Do  you  know  how  much  that  was? 

Mr.  Oakes.  $37,500. 

The  Chairman.  Do  you  know  how  much  the  Carolina  plant  cost 

to  build  ? 

Mr.  Oakes.  It  is  very  difficult  to  remember  those  figures,  but,  I 
think,  approximately  $2,338,000. 

The  Chairman.  And  how  much  was  that  sold  for? 

Mr.  Oakes.  I  do  not  know  definitely,  but  from  hearsay,  $500,000. 
I  never  saw  the  contract. 

The  Chairman.  Well,  assume  that  it  was  sold  for  $500,000,  a  ship- 
yard down  there  which  the  Government  built  and  owned;  they  could 
not  have  expected  to  sell  it  for  what  it  cost  them,  could  they  1 

Mr.  Oakes.  Hardlv. 

The  Chairman.  Was  that  any  undue  loss,  do  you  think,  that  thej 
only  got  a  quarter  of  what  it  cost? 

Mr.  Oakes.  Well,  it  is  entirely  dependent  upon  the  conditions  and 
ibe  future  of  Wilmington,  and  the  pTospec\;a  ^jv^l  \>qi^^^^v^  ^t  ^t 
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oine  one  else  interested.    It  was  a  foregone  conclusion  that  if 
cal  people  could  buy  that  plant  f  o^  a  reasonable  figure  it  would 
ntinued  as  a  goinc  shipyard ;  the  Fleet  Corporation  would  then 
ze  something  of  tneir  investment.    If  their  oflFer  had  been  re- 
d,  probably  to-day  that  plant  would  have  been  a  junk  proposi- 
,  and  very  likely  we  could  not  have  realized  more  than  a  small 
.rentage  of  $500,000  out  of  it.    That  would  be  my  view, 
he  Chairman.  Do  you  know  whether  these  yards  were  properly 
ipped  to  be  used  as  repair  yards? 
Vir.  Oakes.  They  were  not. 
The  Chairman.  I  think  that  is  all,  Mr.  Oakes.    Mr.  Laggren. 

TESTIMONY  OF  MB.  KOBEET  I.  LAOOBEN. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chair^ian.  What  is  your  name? 

Mr.  Laggren.  Bobert  I.  liggren. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board,  or 
Fleet  Corporation? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  In  what  capacity  ? 

Mr.  Laggren.  Director  of  the  supply  and  sales  division  for  the 
eastern  district. 

The  Chairman.  Where  is  your  office  ? 

Mr.  Laggren.  In  Philadelphia. 

The  Chairman.  What  does  the  eastern  district  comprise  ? 

Mr.  Laggren.  At  the  present  time  it  practically  comprises  every- 
thing east  of  the  Rocky  Mountains,  with  the  exception  of  a  small 
district  in  the  South. 

The  Chairman.  What  district  in  the  South. 

Mr.  Laggren.  They  call  it  the  southern  district.  It  is  New  Orleans 
and  the  surrounding  territory,  embracing  the  southern  ship>;ards. 

The  Chairman.  And  over  what  property  does  your  jurisdiction 

extend?  .1711.^ 

Mr.  Laggren.  All  surplus  property,  certified  to  the  t  leet  L^orpora- 

tion  as  surplus  and  salvage,  exclusive  of  ships.  ^ 

The  Chairman.  How  long  have  you  held  this  position  i 
Mr.  Laggren.  Since  October  1.  i      •      x    xi.  xo 

The  Chairman.  Were  you  with  the  Shipping  Board  prior  to  that^ 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  In  what  capacity?  • 

Mr.  Laggren.  As  secretary  of  the  construction  claims  board. 
The  Chairman.  How  long  had  you  held  that  position? 
Mr.  Laggren.  I  was  made  secretary  in  February,  19ii0.    1  nor  to 
that  I  had  been  assistant  secretary  from  July,  1919. 
The  Chairman.  Were  you  with  the  fleet  prior  to  that  i 
Mr.  Laggren.  No,  sir.  .  .      .    .      ., 

The  Chairman.  You  came  in  in  July,  1919,  as  assistant  to  the 

construction  claims  board?  ,        ,  ««  4-u     ^«,. 

Mr.  Laggren.  Construction  claims  board,  then  known  as  the  can- 

cellation  claims  and  contracts  board.  ,     ^^«^f«,*^T  +^  *i>of 

The  Chairman.  And  in  February  you  were  made  secretai-y  to  that 
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Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  in  July  of  this  year  you  were  put  at  the  head 
of  the  supply  and  sales  division  of  the  eastern  district? 

Mr.  Laggren.  No  ;  in  October  of  this  year. 

The  Chairman.  In  October.  Were  you  there  while  Mr.  Weaver 
was  on  that  board? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Is  he  still  with  the  Shipping  Board? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Where  is  he,  do  you  know? 

Mr.  Laggren.  No,  sir.    Do  you  mean  where  he  is  now? 

The  Chairman.  Yes. 

Mr.  Laggren.  No.  I  know  that  he  is  in  Washington ;  that  is  his 
home,  in  Chevy  Chase. 

The  Chairman.  Is  this  Gen.  Weaver? 

Mr.  Laggren.  No,  sir;  this  is  H.  H.  Weaver. 

The  Chairman.  Do  you  know  whether  he  is  associated  with  th( 
Barde  Co.? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  In  some  capacity? 

Mr.  Laggren.  Yes^  sir. 

The  Chairman.  How  long  has  he  been  with  them  ? 

Mr.  Laggren.  Well,  not  verv  long.  I  do  not  remember  the  exac 
date  of  his  resignation  from  the  construction  claims  board,  but  no 
very  long  ago. 

Tf  he  Chairman.  Since  you  have  been  at  the  head  of  the  supply  an^ 
sales  division? 

Mr.  Laggren.  No,  it  was  before  that.  Mr.  Weaver  resigned  fror 
the  construction  claims  board,  and  then  went  to  the  Pacific  coasr 
It  was  while  he  was  gone  that  I  was  made  director  of  the  suppl 
and  sales  division  for  the  eastern  department. 

The  Chairman.  Do  you  know  whether  he  obtained  any  officis 
position  with  the  Shipping  Board  after  he  became  associated  wit 
the  Barde  Co.  ? 

Mr.  Laggren.  I  understand  that  he  was  requested  by  Admira 
Benson  to  remain  as  special  advisor  to  the  board. 

The  Chairman.  Upon  what  matters? 

Mr.  Laggren.  Particularly  steel. 

The  Chairman.  Sales? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Purchases? 

Mr.  Laggren.  I  can  not  define  myself  any  more  accurately  tha 
that,  except  that  Mr.  Weaver  was  the  steel  expert  on  the  board,  an 
had  come  from  the  War  Industries  Board  and  knew  steel  in  all  i^ 
phases. 

The  Chairman.  Well,  what  activities  of  the  Shipping  Board  we:i 
being  carried  on,  other  than  sales 

Mr.  Laggren.  That  Mr.  Weaver  was  interested  in? 

The  Chairman.  No,  just  a  minute;  what  activities  were  carrio 
on  by  the  Shipping  Board  other  than  sales  of  steel  which  require 
an  expert  on  steel  ? 

Mr.  Laggren.  The  settling  of  canceled  contracts,  and  the  makiiE 
of  adjustments  with  steel  companies. 
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The  Chatbmak.  The  settling  of  canceled  contracts? 

ilr.  Lagorek.  T^,  sir. 

rhe  Chairman.  What  was  the  necessity  for  an  expert  on  steel  in 

)se  cases? 

Mr.  Laggren.  In  order  that  we  might  know  whether  the  claims 

bmitted  by  the  steel  companies  were  proper  claims.    It  was  neces- 

ly  to  have  a  man  who  knew  the  custom  of  the  steel  trade  and  the 

ilue  of  steel,  so  that  a  check-up  could  be  made  on  salvage  offers  of 

le  steel  companies,  when  they  offered  to  take  over  the  surplus  due 

»  cancellations.    That  was  one  of  the  things.    And  in  general, 

le  board  could  hardly  act  on.  steel  cases  without  knowing  some- 

iing  about  the  steel  business. 

The  Chairman.  You  mean  that  where  a  contract  was  canceled  and 

lere  was  a  lot  of  steel  on  hand,  it  was  necessary  to  have  an  expert 

3r  the  Shipping  Board  to  pass  upon  that  steel  to  ascertain  its  quality 

nd  how  much  allowance  should  be  made  in  the  settlement  of  the  can- 

eled  contracts? 

Mr.  Laggren.  I  think  so,  in  a  general  way ;  yes,  sir. 

The  Chairman.  And  Mr.  Weaver  was  called  in  as  the  expert  to 
>ass  upon  that,  you  understand  ? 

Mr.  Laggren.  I  can  not  say  as  to  that.  He  was  there  when  I  came 
here. 

The  Chairman.  Well,  you  understood,  you  said,  that  he  had  been 
sked  by  Admiral  Benson  to  act  as  the  steel  expert  for  the  Shipping 
Joard? 

Mr.  Laggren.  No,  sir;  I  do  not  think  I  made  that  statement.  I 
•elieve  I  said  that  he  had  been  asked  to  remain  with  the  construction 
laims  board  as  a  sort  of  special  adviser. 

TTie  Chairman.  I  see.    Well,  was  he  a  steel  expert? 

Mr.  Laggren.  He  was ;  he  must  have  been. 

The  Chairman.  And  you  understood  that  this  special  advice  that 
le  was  to  give  was  with  reference  to  steel  ? 

Mr.  Laggren.  Not  only;  no,  sir. 

The  Chairman.  What  else? 

^.  Laggren.  Everything. 

The  Chairman.  Everything  arising  out  of  the  cancellation  of 
h^  contracts? 

,  Mr.  Laggren.  We  felt  that  we  were  able  to  call  upon  Mr.  Weaver 
^or  any  assistance  that  we  might  want,  on  any  claims  of  any  nature, 

Tif^  his  wide  business  experience. 

,  The  Chairman.  Well,  then,  his  knowledge  and  advice  was  not  con- 
med  to  steel  ? 

w.  Laggren.  Not  confined  to  steel ;  no,  sir. 

^^  Chairman.  He  would  pass  upon  the  quality  of  materials, 
'^^^^W  he,  involved 

^fr.  Laggren.  No,  sir ;  he  would  make  no  inspections. 

The  Chairman.  Well,  what  would  he  do  with  relation  to  these 
kneeled  contracts  ?    What  was  there ;  what  knowledge  did  he  have 

\t  ^S^^red  his  retention,  if  any  ? 

Mr.  Laggren.  I  really  do  not  know.  I  think  you  would  have  to 
^^  Admiral  Benson  and  ask  him  that. 

The  Chairman.  Well,  how  would  you  know  what  knowledge  Mr. 
•f'eaver  had  about  cancellation  of  contracts? 
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Mr.  Laggren.  I  know  that  he  was  on  the  cancellation  claims  and 
contracts  board  from — well,  I  do  not  know  when  he  first  began 
there — and  that  therefore  he  must  have  had  a  very  intimate 
thorough  knowledge  of  canceled  contracts. 

The  Chairman.  Did  you  not  say  that  he  was  a  steel  expert? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  How  do  you  know  that? 

Mr.  Laggren.  Mr.  Weaver  was  general  manager,  I  believe,  of  tiie 
Cambria  Steel  Co. 

The  Chairman.  But  it  is  your  information,  Mr.  Laggren,  that 
after  he  became  associated  with  the  Barde  Co.  he  remained  in  the 
capacity  of  special  adviser  to  the  cancellation  claims  board? 

Mr.  Laggren.  I  believe  so;  that  is  my  information. 

The  Chairman.  At  the  request  of  Admiral  Benson? 

Mr.  Laggren.  That  is  my  information. 

The  Chairman.  The  cancellation  of  these  contracts  involved  the 
disposition  of  quantities  of  material  of  various  kinds,  did  it  not? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Which  later  would  be  declared  surplus? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  pass  into  your  jurisdiction? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  the  Barde  Co.  were  seeking  to  purchase  some 
of  this  material? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Which  might  previously  have  come  under  Mr. 
Weaver's  jurisdiction  as  special  adviser?^ 

Mr.  Laggren.  As  a  member  of  the  board.  At  that  time  he  was  a 
member  of  the  board,  with  no  more  standing  that  any  of  the  other 
members. 

The  Chairman.  No;  I  am  not  talking  of  while  he  was  a  member  of 
the  board.  He  might  previously,  as  special  adviser,  have  been  asked 
to  pass  upon — I  do  not  say  that  he  was,  but  he  might  have  beea 
asked  to  pass  upon  or  classify  some  of  this  material  which  was 
later  declared  surplus  and  which  subsequently  the  Barde  Co.  might 
wish  to  purchase? 

Mr.  Laggren.  He  might  have ;  yes,  sir. 

The  Chairman.  Now,  do  you  know  of  any  instance  of  that  ? 

Mr.  Laggri-^n.  No,  sir. 

The  Chaiiuvian.  Do  you  know  whether  Mr.  Weaver  was  with  th 
board  when  the  question  of  interpretation  of  the  Barde  contntc 
came  up? 

Mr.  Laggren.  He  was ;  yes,  sir. 

The  Chairman.  How  soon  after  that  question  was  settled  did  14: 
Weaver  become  associated  with  the  Barde  Co.? 

Mr.  Laggren.  I  could  not  say.  It  may  have  been  a  month  o 
so — two  months,  somewhere  along  in  there. 

The  Chairman.  Has  there  been  very  much  change  in  the  pd 
sonnel  of  the  supply  and  sales  department  during  the  past  two  yeai^ 
if  you  know  ? 

Mr.  Laggren.  I  can  not  say  during  the  past  two  years.    I  can  oal3 
speak  during  the  past  two  months. 
The  Chairman.  Well,  how  about  the  last  two  months? 
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Mr.  Lagoren.  Yes,  sir;  because  the  appraisal  board  is  under 
direct  jurisdiction  of  the  home  office  of  the  supply  and  sal^  divisk 
under  an  appraisal  engineer  in  charge  of  appraisals,  who  is  in 
contact  with  the  director  of  the  supply  and  sales  division,  so 
we  get  the  proper  kind  of  service  on  our  appraisals.    But  the  dii 
directors  are  put  in  the  position  of  having  no  authority  over 
praisal  engiijeers,  as  to  policy,  so  that  no  distict  director  can  influe 
appraisal  engineers  in  making  appraisals  for  sales  purposes. 

The  Chairman.  Then,  these  appraisers  are  independent,  both 
you  and  your  department  and  the  district  ? 

Mr.  Lagoren.  Well,  I  mean — my  department  is  the  district, 
if  you  will  ask  me  a  few  more  questions  I  can  show  it  clearly  to , 

The  Chairman.  Whom  do  you  mean  by  the  district  engineer? 

Mr.  Laggren.  The  district  appraisal  engineers? 

The  Chairman.  Yes. 

Mr.  Laggren.  Those  are  the  men  that  do  the  work  on  the  materii 
in  my  district,  but  they  are  under  the  direction  and  supervision 
the  home  office  appraisal  engineers.    They  are  in  my  office,  yet,  as 
say,  under  the  home  office  appraisal  engineers ;  I  have  them  in  Net ^ 
York  and  Philadelphia ;  they  are  right  in  my  office. 

The  Chairman.  Right  in  your  office  without  you  exercising  ant" 
jurisdiction  over  them  whenever  they  are  making  these  appraisals! 

Mr.  Laggren.  No;  I  have  only  administrative  control. 

The  Chairman.  And  you  can  not  raise  objection  to  any  question 
as  to  the  values  they  fix  ? 

Mr.  Laggren.  Yes;^we  can  raise  objection.  We  can  raise  questioni! 
and  question  their  appraisal,  but  we  have  to  do  with  the  appraisal 
engineers  at  the  home  office  in  this  way,  that  we  say  we  think  the' 
appraisal  engineers  have  appraised  something  so  high  that  we  can 
not  use  it. 

The  appraisal  engineer  may  say  this  is  our  appraisal,  and  that  is 
all  that  we  can  say  to  them,  and  we  have  to  refer  to  the  home  offioa 
and  say  that  we  think  that  the  appraisal  engineer  has  made  a  mistab 
here. 

The  Chairman.  Now,  what  do  you  base  your  conclusion  that  i 
mistake  has  been  made  on,  simply  upon  your  inability  to  sell  it? 

Mr.  Laggren.  Oh,  no,  sir. 

The  Chairman.  Upon  what  ? 

Mr.  Laggren.  Upon  conditions,  class  of  material,  location,  and 
utility  value. 

The  Chairman.  How  will  you  get  all  that  information  except  by 
personal  inspection  ? 

Mr.  Laggren.  Well,  we  would  not  attempt  to  object  to  any  ap- 
praisals unless  we  did  have  information  that  would  give  us  some 
grounds. 

The  Chairman.  How  would  you  get  it? 

Mr.  Laggren.  Go  and  see  the  material,  or  send  somebody  to  see  it 
that  knew  the  material. 

The  Chairman.  Send  somebody  down  there  to  inspect  the  material 
before  the  appraisal  is  made  ? 

Mr.  Laggren.  No,  sir ;  never. 

The  Chairman.  After? 

Mr.  Laggren.  Yes. 
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lie  Chaikbiak.  And  then  they  would  report  to  you  or  they  would 
ort  that  the  appraisal  was  too  hi^h  or  was  incorrect  ? 
fr.  liAOGRBK.^lliey  might;  yes,  sir. 
Pke  Chairmak.  How  would  they  know  ? 
b.  Laggkek.  That  is  their  business. 
rhe  Chaibmax.  Would  they  be  experts  ? 

Ir.  Laggrex.  Yes,  sir ;  that  is  their  business.  They  are  supposed 
)e  appraisal  engineers  that  know  material  and  keep  up  with  the 
•krt. 

he  Chairman.  They  are  the  men  that  make  the  appraisals,  aren't 
rf 

[r.  Laggren.  Yes,  sir;  these  men  are. 
he  Chairman.  Now  I  am  talking  about  the  other  people. 
[r.  Laggren.  Which  other  people  ? 

he  Chairman.  How  would  you  get  the  information  that  the 
nisal  was  incorrect  or  too  high  ? 

[r.  Laggren.  It  might  come  from  a  number  of  sources ;  we  might 
it  out. 

he  Chairman.  Name  one,  two,  or  three  of  them. 
[r.  Laggren.  We  might  find  out  by  an  inspection  of  ours  or  we 
ht  find  out  through  the  construction  division  inspection. 
he  Chairman.  Now,  this  inspection.    Do  you  mean  an  inspection 
'pendent  of  the  appraisal  enpneer? 

T.  Laggren.  Ordinarily  no,  sir.  Ordinarily  we  have  to  take  what 
appraisers  give  us.  As  I  said  before,  I  have  no  jurisdiction  over 
n;  I  can  not  direct  them;  I  can  not  tell  them  wliat  to  appraise  at; 
n  not  question  their  appraisals  except  in  an  offhand  manner;  I 
e  no  authority  over  them  at  all. 

he  Chairman.  I  know,  but  you  say  you  do  find  circumstances  or 
ances  where  you  question  an  appraisal — that  it  is  too  high  or 
t  you  think  it  is  not  right. 
Ir.  Laggren.  Yes ;  or  I  mi^ht  find  it  too  low. 
Tie  Chairman.  Find  that  it  is  too  low  ? 
Ir.  Laggren.  Yes. 

lie  Chairman.  Now,  then,  when  you  do  that  about  what  do  you 
e  that  contention! 

ifr.  Laggren.  That  would  probably  be  based  upon  past  experience, 
u  have  to  know  these  things.  You  have  to  know  what  the  condi- 
n  of  the  material  is  in,  just  what  kind  it  is,  what  it  is  salable  for, 
i  what  its  salable  value  is. 

rhe  Chairman.  The  appraisers  would  have  to  know  all  that  in 
ler  to  make  a  proper  appraisal  ? 
tfr.  Laggren.  Yes,  sir;  that  is  correct;  but  no  appraisal  engineer 

infallible. 

Hie  Chairman.  No;  I  guess  that  is  riglit.  But  what  I  am  trying 
ascertain,  Mr.  Laggren,  is  when  the  appraisal  is  made  over  wliich 
I  have  no  control  or  directing  authority,  although  the  appraisal 
rineers  are  in  your  office,  if  you  conclude  that  the  appraisal  is  too 
'  or  too  high  or  is  incorrect  in  any  particular,  how  do  you  ascer- 
1  that?  Now,  you  may  have  previous  knowledge  of  what  other 
terial  of  the  same  class  has  been  sold  for. 
Ir.  Laggren.  Yes,  sir. 
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The  Chairman.  And  the  experience  that  you  had  had  in  handl 
this  amount  of  property,  you  may  base  it  on  that  ? 

Mr.  Laggren.  Yes. 

The  Chairman.  Now,  do  you  ever  base  it  upon  a*  personal  insf 
tion  made  by  some  of  your  force  to  go  down  and  look  at  that  prope 
and  see  it  and  say  why  they  have  appraised  this  as  new  machim 
when  it  is  out  of  kilter  and  weather  worn? 

Mr.  Laggren.  Ordinanly,  no ;  because  that  is  not  our  duty,  we  c 
not  do  that,  but  if  we  take  a  party,  a  man  to  see  the  material,  save 
of  our  salesmen,  who  has  been  selling  a  line  of  this  kind,  and  he  I 
been  out  taking  orders  for  this  kind  of  material,  and  he  takes  a  m 
down  to  look  at  it  with  the  purpose  of  selling  it  to  him,  and  to 
that  he  w411  take  along  a  certified  copy  of  the  appraisal,  and  he  w 
look  at  the  appraisal  and  see  it  says  100  per  cent  new,  100  per  ce 
new,  100  per  cent  new,  and  after  he  has  cone  down  there  and  look 
at  the  machinery  you  come  back  and  say,  Sir.  Lag«:ren,  somebody  mi 
have  made  a  mistake  in  the  appraisal,  this  appraisal  calls  for  100  p 
cent,  100  per  cent,  100  per  cent  new,  all  the  way  through,  and  it  is  d 
new.  That  would  be  a  basis  for  me  to  go  to  the  appraisal  engineers  ai 
says  that  my  salesman  who  has  come  in  and  made  this  report  says  so  ai 
so,  will  you  check  it  off,  and  see  if  he  is  right.  This  is  as  far  as  I  ci 
go  with  them  on  it.  If  he  still  comes  back  and  says,  "  This  is  ne 
material,"  I  might  send  somebody  else  to  look  at  it,  and  if  I  felt  th 
there  actually  has  been  made  a  mistake  in  the  appraisal  I  would  a 
the  appraisal  engineers  to  take  it  up  with  the  home  office. 

The  Chairman.  Has  there  been  instances  where  the  appraisal  I 
been  rejected,  so  to  speak,  by  the  home  office  and  a  new  apprai: 
ordered  ? 

Mr.  Laggren.  I  believe  there  have  been  new  appraisals  ordered 

The  Chair^ian.  There  have  been? 

Mr.  Laggren.  I  believe  so. 

The  Chairman.  As  the  result  of  your  intercession  ? 

Mr.  Laggren.  No,  sir ;  not  as  a  result  of  my  intercession. 

The  Chairman.  You  recall  the  circumstances  under  which  tb 
new  appraisals  were  made? 

Mr.  Laggren.  No,  sir ;  I  am  only  saying  that  as  a  general  sti 
ment,  because  I  believe  it  must  have  been  done. 

The  Chairman.  Now,  you  were  on  the  cancellation  and  cla 
board  as  secretary. 

Mr.  Laggren.   x  es,  sir. 

The  Chairman.  The  cancellation  of  what  kind  of  contracts 
that  mean,  all  lands? 

Mr.  Laggren.  All  kinds  of  canceled  contracts. 

The  Chairman.  For  construction? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Have  you  any  other  duties  on  that  board  ot 
than  of  a  secretarial  nature  ? 

Mr.  Laggren.  My  duties — I  was  called  secretary,  but  my  dui 
were  of  an  executive  capacity.    I  directed  the  activities  of  the  boa 
not  in  any  authoritative  capacity,  but  under  the  direction  of 
members  of  the  board. 

The  Chairman.  Who  were  the  members  of  the  board  when  ; 
were  made  secretary  ? 
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this  locality.    We  have  procured  a  room  in  the  Pennsylvania  Hotelj 
which  I  understand  is  known  as  the  Exhibit  Room  No.  6,  and  we  wmj 
adjourn  until  9.30  o'clock  Monday  morning,  and  I  would  ask  you,il 
convenient,  to  be  back  at  that  time,  Mr.  Laggren. 

Whereupon,  at  12.30  o'clock  p.  m.  the  hearmg  adjourned  to  MondajJ 
November  29,  1920,  at  9.30  o'clock  a.  m.  at  the  Hotel  Pennsylvania] 
New  York  City. 

Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
New  York,  NoveTriber  29, 1960. 

The  committee  met  in  Exhibit  Room  No.  6,  Pennsylvania  Hotd^ 
at  9.30  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chairman) ,  presiding. 

Present,  also,  Hon.  Patrick  H.  Kelley,  member  of  committee. 

The  Chairman.  The  committee  will  resume,  and  we  will  first  hear 
Mr.  Hildreath. 

TESTIMONY  OF  ME.  SAMUEL  MAEVIir  HILDREATH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Please  state  your  full  name? 

Mr.  Hildreath.  Samuel  Marvin  Hildreath. 

The  Chairman.  Where  do  you  reside,  Mr.  Hildreath? 

Mr.  Hildreath.  Brooklyn. 

The  Chairman.  What  is  your  business? 

Mr.  Hildreath.  New  York  manager  and  vice  president  of  the 
Belmont  Packing  &  Rubber  Co. 

The  Chairman.  What  material  does  your  company  manufactuie 
and  sell? 

Mr.  Hildreath.  Packing  of  all  kinds. 

The  Chairman.  For  what? 

Mr.  Hildreath.  For  steam,  water,  ammonia,  etc. 

The  Chairman.  Have  you  done  business  with  the  Shipping  Board? 

Mr.  Hildreath.  A  little. 

The  Chairman.  With  what  ships,  if  you  kjnow,  or  with  what  dis- 
tricts ?  , 

Mr.  Hildreath.  I  could  not  tell  you  offhand. 

The  Chairman.  What  districts? 

Mr.  Hildreath.  New  York. 

The  Chairman.  Have  you  done  business  by  submitting  bids? 

Mr.  Hildreath.  No  :  what  business  we  did  was  on  regmar  orders; 
you  might  term  them  "  emergency  orders,"  I  presume. 

The  Chairman.  By  whom  ? 

Mr.  Hildreath.  They  were  placed  by  the  purchasing  department 

The  Chairman.  Who  was  the  purchasing  officer? 

Mr.  Hildreath.  Mr.  Wyman,  1  believe,  at  one  time,  and  Mr.  Lovett 
at  another. 

The  Chairman.  Have  ^you  had  any  difficulty  in  obtaini^  an  op- 
portunity to  submit  bids  for  your  material  ? 

Mr.  Hildreath.  The  last  bid  we  submitted  was  thrown  out  be- 
cause we  were  not  on  the  approved  list. 

The  Chairman.  On  the  approved  list? 
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may  be  required  for  the  period  of  one  year,  for  use  by  merchant 
ships,  to  be  designated  by  the  corporation."  Had  you  received  pro- 
posals similar  to  that  before  from  the  Shipping  Board  ? 

Mr.  HiLDREATH.  I  think  there  was  one  the  year  pre\dous. 

The  Chairman.  Did  you  bid  on  that?- 

Mr.  HiLDREATH.  Wc  did. 

The  Chairman.  Do  you  know  how  your  bid  compared  with  that  of 
others  at  that  time  ? 

Mr.  HiLDREATH.  I  think  on  some  items  we  were  lower  than  others. 

The  Chairman.  Did  you  receive  any  awards? 

Mr.  HiLDREATH.  No ;  we  did  not. 

Thl3  Chairman.  Well,  it  is  a  customary  thing,  is  it  not,  Mr.  Hil- 
dreath,  for  a  concern  that  submits  a  bid  and  is  the  low  bidder  aoi 
does  not  get  the  job  or  the  award  of  the  contract,  to  be  disturbed  or 
cross  about  it  ? 

Mr.  HiLDREATH.  In  some  cases ;  yes. 

The  Chairman.  What  is  there  about  this  transaction  that  you 
complain  of? 

Mr.  HiLDREATH.  The  only  thing  about  this  transaction  that  n 
complain  of  is  that  our  bid  was  thrown  out  because  we  were  not  on 
the  approved  list,  which  they  state  here. 

The  Chairman.  And  you  have  not  been  able  to  get  on  the  approved 
list? 

Mr.  HiLDREATH.  No ;  we  have  not.   • 

The  Chairman.  How  long  has  your  concern  been  in  business! 

Mr.  HiLDREATH.  Our  concern  has  been  in  business  some  25  years- 
not  under  the  present  name ;  about  5  years  under  the  present  name. 

The  Chairman.  How  many  branches  do  you  have  ? 

Mr;  HiLDREATH.  We  have  three  branches. 

The  Chairman.  Where  are  they  located? 

Mr.  HiLDREATH.  Cliicago,  New  York,  and  Philadelphia. 

The  Chairman.  Can  you  give  us  any  idea  of  how  larg^  your  sales 
are,  how  well  equipped,  and  how  much  of  this  produce  you  produce 
and  sell  ?  Would  you  be  able  to  take  care  of  a  big  contract  such  as 
this  proposal  calls  for? 

Mr.  HiLDREATH.  Wc  take  care  of  the  Navy  Department  on  thdr 
contract  for  large  quantities  of  flax  and  other  materials,  and  we  are 
on  the  approved  list  of  the  Navy  Department. 

The  Chairman.  Do  you  take  care  of  the  Navy  Department  on 
rubber  and  asbestos  packing? 

Mr.  HiLDREATH.  Wc  havc  been  on  their  annual  contract,  as  a  rule. 

The  Chairman.  And  you  are  on  the  Navy  approved  list? 

Mr.  HiLDREATH.  We  are. 

The  Chairman.  Do  you  know  whether  or  not  that  may  be  the 
reason  why  you  are  not  on  the  Shipping  Board  approved  list? 

Mr.  HiLDREATH.  I  should  think  if  we  were  on  the  Navy  Department 
approved  list,  we  should  be  also  on  the  Shipping  Board  approved  list. 

The  Chairman.  Have  you  ever  had  any  difficulty  with  the  Navy 
Department  in  not  securing  business  when  you  have  been  the  low 
bidder? 

Mr.  HiLDREATH.  Not  to  my  knowledge. 

The  Chairman.  You  have,  I  see,  correspondence  there  asking  whj 
you  are  not  on  the  approved  list  or  protesting.  Have  you  ever  writ- 
ten to  the  chairman  of  the  Shipping  Board  for  that  information! 
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REATH.  We  never  have ;  no,  sir.    We  took  the  steps  through 
sing  department  at  Washington. 

.iRMAN.  I  understand  all  this  correspondence  is  with  the 
department  ? 
:>REATH.  Yes. 
iRMAN.  But  have  you  ever  protested  or  written  to  anybody 

)REATH.  Not  in  this  case ;  no,  sir. 

IRMAN.  Well,  in  any  other  case  ? 

»REATH.  We  did  on  a  question  some  few  years  ago. 

IRMAN.  Did  you  get  satisfaction  ? 

>REATH.  Well,  the  matter,  I  believer-was  all  investigated, 

ve  made  our  complaint,  about  one  year,  we  got  one  order. 

IRMAN.  One  order? 

>REATH.  Yes. 

IRMAN.  But  that  was  not  on  a  bid? 

)REATH.  That  was  not  on  a  bid. 

IRMAN.  What  do  you  understand  the  approved  list  to  be, 

ath? 

)REATH.  Of  the  Shipping  Board? 

IRMAN.  Yes,  sir. 

REATH.  Nothing  at  all ;  we  can  not  find  any. 

IRMAN.  You  have  never  received  a  copy  of  the  approved 

r  to  know  what  firms  are  on  it  ? 

)REATH.  We  could  not  find  out  that  there  was  any  such 

IRMAN.  Have  you  had  any  difficulty,  you  or  any  members 

n,  with  any  of  the  officials  in  the  purchasing  department 

iv  York? 

REATH.  No,  sir. 

IRMAN.  H^ve  you  had  any  difficulty  or  controversy  with 

ptains  of  the  Shipping  Board  vessels  ? 

•REATH.  We  never  did  enough  business  with  them  to  have 

:perience. 

IRMAN.  I  mean,  with  men  who  are  now  in  command  of 

toard  vessels,  who  might  previously  have  been  in  private 

t  on  ships? 

REATH.  Not  that  I  know  of. 

jRMAN.  You  say  that  you  submitted  a  low  bid  for  the 

ntities  and  qualities  of  packing  and  other  material  which 

vas  ready  to  supply  as  part  of  proposals,  and  that  your 

jected,  and  that  the  only  reason  and  information  you 

as  that  your  concern  was  not  upon  the  approved  list? 

REATH.   Yes,  sir.     I  would  qualify  that — not  on  the  entire 

IRMAN.  Not  low  bid  on  the  entire  contract? 
REATH.  Not  on  the  entire  contract — certain  items  at  that 
see,  the  contract  was  on  items,  you  will  notice.    We  were 
ous  items  but  not  on  the  entire  contract. 
IRMAN.  Do  you  know  whether  the  firm  that  did  receive 
:  was  on  the  approved  list? 

)REATH.  We  would  not  know,  except  that  the  bid  was 
the  Shipping  Board,  and  the  bidder  must  be  on  the  ap- 
according  to  their  letter. 
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The  Chairman.  Who  received  the  contract,  do  you  know? 

Mr..  HiLDREATH.  The  Anchor  Packing  Co.  and  the  United 
Kubber  Co.    The  bid  was  split. 

The  Chairman.  Oh,  the  bid  was  split? 

Mr.  HiLDREATH.  Ycs,  sir. 

The  Chairman.  Were  the  items  that  were  awarded  to  eil 
those  companies  included  in  this  same  proposal  upon  which 
concern  was  lower  bidder  than  either  of  them  ? 

Mr.  HiLDREATH.  Ycs,  sir. 

Mr.  Kelley.  It  seems,  as  I  recall  the  testimony,  when  soi 
else  was  before  the  committee  the  other  day,  Mr.  Hildreath, 
was  claimed  that  accepted  bids  were  from  only  those  concerns 
have  had  stores  on  the  Gulf  and  on  the  Pacific  as  weU  as  OA-j 
Atlantic  coast.     Was  any  such  claim  as  that  made  to  you? 

Mr.  HiLDREATH.  Well,  no.     I  believe  the  Anchor  Packing  Co. 
stores  at  various  points ;  for  instance,  we  have  agents  at  various 
where  we  would  be  able  to  take  care  of  the  packing  required  in." 
same  manner;  that  is,  the  facilities  for  supplying  the  same  as 
Anchor  Co.,  if  we  had  received  the  contract. 

Mr.  Kelley.  And  that  information  was  in  their  possession, 
think? 

Mr.  HiLDREATH.  In  the  possession  of  the  Shipping  Board? 

Mr.  Kelley.  Yes. 

Mr.  HiLDREATH.  Not  that  I  know  of,  but  in  our  bid  we  only 
for  the  ports  of  New  York,  Philadelphia,  and  Baltimore. 

Mr.  Kelley.  And  the  proposal  covered  those  points? 

Mr.  HiLDREATH.  VaHous  delivery  points. 

Mr.  Kelley.  Might  it  not  possioly  be  that  they  accepted  the 
from  some  one  who  could  supply  the  goods  at  all  the  points 
both  coasts? 

Mr.  HiLDREATH.  That  may  be  possible.    Our  contention  is  that 
should  be  on  the  approved  list ;  that  is  what  we  are  trying  to  get 
and  which  we  did  try  to  do  30  days  prior  to  the  bid.    My  man  m 
down  and  tried  to  find  out  what  that  list  was  and  could  not  find 
anything. 

Mr.  Kelley.  Where  do  you  make  your  deliveries  to  the  Navy! 

Mr.  HiLDREATH.  Philadelphia  and  New  York. 

Mr.  Kelley.  And  not  on  the  Pacific  coast? 

Mr.  HiLDREATH.  We  have  shipped  to  the  Pacific  coast ;  in  fact,  W! 
have  shipped  to  navy  yards,  but  those  are  direct  shipments  from  tke 
factory. 

Mr.  Kelley.  But  jou  do  supply  the  Navy  on  the  Pacific  coast! 

Mr.  HiLDREATH.  1  cs,  sir. 

Mr.  Kelley.  So  that  you  could  easily  take  care  of  the  Shipping 
Board  ships  out  there  also  ? 

Mr.  HiLDREATH.  Ycs,  sir. 

Mr.  Kelley.  Probably  at  San  Francisco,  Seattle,  and  San  Diego— 
3^ou  have  not  any  stores  out  there  ? 

Mr.  HiLDREATH.  We  have  no  stores  there.  We  have  what  we 
call  "  a  special  agency  "  in  those  cities,  which  handle  our  goods  ex- 
clusively, which  under  this  case  we  would  have  worked  through. 

Mr.  Keu^y.  But  you  do  not  know  whether  or  not  in  your  com- 
munication with  the  Shipping  Board  ofiicials  that  question  evei 
CAzne  up? 
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:.  HiuiRE.\Tn.  Not  to  my  knowletlpo. 

c.  KixLEY.  And  whether  they  have  tho  information  m  nni  ( 
r.  HiLDiuELXTH.   No:  not  to  niy  knowledn:^. 

lie  I'hairmax.  Is  there  anything  fiirtlu»r  al»ont  Xh\>  ni:iitir.  Mr. 
Ireath,  that  ynu  desire  to  bring  to  our  attention,  alumt  wliirh  \\(» 
e  not  inquired  '. 

[r.  lliLDr.EATH.  Xothinjr,  except  if  >vi»  know  wIhtc  wr  -too  1  wlu-n 
bid  «.»n  the  next  contract,  that  i.s  all  we  aiv  altor:  l»ri!  v.i-  iln  not 
to  bill  and  he  thrown  out,  hecaust*  not  approvtMl.  It'  tln-y  li:i\c 
repair  and  construction  dc»j)artinent,  whirlj  tln*v  fhiiiu.  :iii'i 
L  test  our  packinjr.  we  will  he  very  niucli  pleMsecl  (•>  Inini-ii  ii)«iii 
li  aU  the  packin«r  they  want  to  test,  whicli  we  <ii(l  wir!.  thr  N:iw 
pttitment  at  Annapolis,  at  their  testinjj:  stall'  tlit-n*.  Our  mnirri.-iN 
Pe tested  (ait  l»y  the  Navy  and  put  on  their  appioviil  li-t.  :iri«l  we 
lid  to  do  that  with  the  Shipping  Hoard,  hut  we  tmh  not  lin>i  any 
Be  to  f5i?nd  our  goods  to. 

He  Chairman.   You  liave  not  taken  it  up  with  th^  cliairman  of 
»  board,  have  you  ? 
Mr.  HiLDRiL\Tii.  No,  sir;  we  worked  through  their  man  at    New 

Hie  Chairman.  I  know  you  worked  through  tln'ir  man  at  Xew 

>rk,  and  vou  have  not  jrotten  anvwhere.     Whv  did  vmi  not  take  it 

»  with  the  chairman  of  the  board? 

Ifr.  HnjiRKATH.  Well,  we  supposed  that  the  man  dingily  in  charge 

■  sach  matters  was  the  party  to  take  it  up  with,  and  not  lo  hother 

e  man  at  the  head  of  the  hoard. 

The  Chairman.  And  vou  have  not  been  able  to  find  out  and  iret 

IT  information,  have  you,  from  the  man  you  <lid  take  it  up  with^ 

Mr.  Hildreath.  Not  so  far. 

The  Chairman.  Do  you  not  think  in  a  case  like  that  that  you 

tit  to  try  higher  up  when  you  do  not  get  anywhere  at  all  ( 
r.  HiU)REATn.  You  see,  we  did  not  pro<"(»(M|  that  way  because  we 
'«re  told  by  this  party  in  the  New  York  office  that  we  were  on  tho 
pproved  list. 

The  Chairman.  Yes. 

Mr.  Hiu)RFiATii.  And  as  soon  as  we  were  told  that,  we  did  not  think 
b  necessary  to  go  any  farther. 

The  Chairman.  You  found  yourself  in  this  situation,  that  you 
aide  a  bid,  having  been  informed  you  were  on  the  approved  list^ 

Mr.  Hildreath.  Yes,  sir. 

The  Chairman.  That  you  were  the  low  bidder  on  certain  items? 

Mr.  IhLDREATH.  Ycs,  sir. 

The  Chairman.  And  you  were  then  informed  that  you  were  not 
on  the  approved  list,  and  that  your  bid  w\as  rejected? 

Mr.  iliLDREATii.  Yes,  sir. 

The  Chairman.  There  is  a  letter  in  that  first  package  there  |  imli- 
catinjr]  from  somebody  at  the  Caswell  Hotel.    Who  is  tliat  by  ^ 

Mr.  Hildreath.  That  is  our  Mr.  Stringer,  who  is  here,  one  of  my 
"ttPn^vho  was  handling  this  business. 

The  Chairman.  He  was  the  man  you  sent  down  to  look  into  this 
matter? 

Mr.  Hildreath.  Yes,  sir. 

Tlie Chairman.  And  he  is  here  ready  to  testify? 
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Mr.  HiLDREATH.  Yes,  sir. 

Mr.  Kelley.  Is  it  customary  for  the  Government,  so  far  as 
know,  in  any  transactions  you  have  had  with  them — ^the  Navy 
partment  or  any  other  Government  agency — to  open  the  bids  be 
the  specified  day  and  tabulate  them? 

Mr.  Hiu)REATH-  Not  that  I  know  of. 

Mr.  Kelley.  Should  not  bids  always  be  opened  in  the  presence 
the  bidders  if  they  are  invited  to  be  present? 

Mr.  Hiij)REATH.  The  procedure  with  the  Navy  Department  is 
if  the  bids  are  to  be  opened,  we  will  say,  at  2.30,  we  can  so  to 
navy  yard  and  be  present  when  all  those  bids  are  opened  right  be 
us,  and  then  the  bids  are  read  off,  the  different  bidders. 

Mr.  Kelley.  Is  there  something  in  that  letter  from  Mr.  Stri 
which  indicated  that  the  bids  were  opened  a  few  days  previously 
tabulated? 

Mr.  HiLDREATH.  I  think  not.    I  think  this  letter  was  after  the 
were  opened,  when  I  sent  him  down  there  to  see  how  we  stood 
the  bid. 

Mr.  Keli.ey.  It  says, "  Tabulating  the  bids  now,  and  won't  be  ready 
until  next  week ;  could  not  get  a  copy  of  the  bids,  as  they  claim  they 
were  opened  to  the  public  the  afternoon  " 

Mr.  HiLDREATH  (intcrposing).  That  must  have  been  the  date  of  the 
opening,  then. 

Mr.  Kelley.  "And  at  present  they  are  working  on  them."  Thai 
meant  the  previous  Monday  or  the  following  Monday? 

Mr.  Hildkeath.  That  meant  the  previous  Monday  to  his  call.  Ha 
did  not  ffo  to  Washington  until  after  the  bids  were  opened. 

Mr.  Kelley.  And  the  public,  on  the  previous  Monday,  when  the 
bids  were  opened,  were  entitled  to  see  them,  so  far  as  you  know?         i 

Mr.  HiLDREATH.  I  Drcsume  so. 

Mr.  Kelley.  I  rather  imagined  from  this  letter  that  the  bids  weie 
opened  in  advance. 

Mr.  HiLDREATH.  I  do  not  think  so. 

The  Chairman.  Do  you  know  whether,  Mr.  Hildreath,  anybody 
from  the  Shipping  Board  or  from  the  Emergency  Fleet  CorporatioE 
made  any  investigation  of  your  concern  at  any  time,  visited  your  fa^ 
tory  and  your  concern,  or  your  plant,  or  conferred  with  you  or  yinff 
other  officials  as  to  the  capacity  of  your  factory  and  as  to  the  quality 
of  your  goods? 

Mr.  HiLDREATH.  Not  to  my  knowledge ;  no,  sir. 

The  Chairman...  Have  you  been  asked  to  fill  out  any  questionnain 
blanks  by  anybody  connected  with  the  Shipping  Board? 

Mr.  Hiu)reath.  No,  sir. 

The  Chairman.  So  you  are  not  able  to  say  whether  your  not  being 
upon  the  approved  list  was  the  result  of  some  investigation  made  by  | 
some  official  or  officer  or  employee  of  the  Shipping  Board  ? 

Mr.  HiLDREATH.  I  do  not  know  why  we  were  not  on  there,  as  we 
were  not,  if  you  will  note  from  their  own  letter. 

The  Chairman.  I  did  not  know  but  what  there  had  been  s(Mne 
men  around  to  interview  you  prior  to  this  time  as  to  how  many  men' 
you  employed,  and  what  your  sales  were,  and  where  your  plant  was 
located  ? 

Mr.  HiLDREATH.  Not  to  my  knowledge. 
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rhe  Chairman.  They  would  naturally  see  you,  would  they  not? 

Mr.  HiLDREATH.  They  might  see  me  or  they  might  go  to  our  plant 

Philadelphia. 

The  Chairman.  Let  us  see:  What  position  do  you  hold  with  the 

npany? 

Bdr.  HiLDREATii.  I  am  manager  of  the  New  York  office  and  vice 

esident  of  the  company. 

Mr.  Kelley.  Were  you  in  position  to  supply  all  the  asbestos  pack- 

aj  that  would  be  required  under  those  bids  ? 

Mr.  Hnj)REATH.  We  have  our  own  asbestos  plant,  importing  the 

iterial  from  Canada,  crush  the  rock,  and  spin  our  own  yarns,  and 

e  practicaUy — there  are  only  three  packing  companies  that  do  that, 

A  we  are  one  of  them.    Therefore  we  are  in  a  very  good  position 

do  it.    We  would  be  very  glad  to  have  you  go  down  to  our  factory. 

gSTIMOlfY  OF  MR.  FEANK  A.  STBINGEE,  SALESMAN,  BELMONT 

PACKING  &  SITBBEE  CO.,  NEW  YORK. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name  ? 
Mr.  Strixger.  Frank  A.  Stringer. 
The  Chairman.  What  is  your  business? 

Mr.  Stringer.  Salesman  of  the  Belmont  Packing  &  Rubber  Co. 
The  Chairman.  Where  do  you  reside,  Mr.  Stringer? 
Mr.  Stringer.  In  Xew  York  City. 

The  Chairman.  How  long  have  you  been  employed  by  the  Bel- 
ont  Packing  &  Rubber  Co.  ? 
Mr.  Stringer.  About  two  years  and  a  half. 

The  Chairman.  Do  you  recall  looking  into  bids  submitted  by  the 
»elmont  Packing  &  Rubber  Co.  ? 
Mr.'  Stringer.  I  do,  sir. 

The  Chairman.  For  furnishing  material  to  Shipping  Board  ships? 
Mr.  Stringer.  I  do,  sir. 

The  Chairman.  What  do  you  know  about  the  transaction? 
Mr.  Stringer.  These  bids  arrived  about  two  months  before  the 
pening  of  bids,  and  I  investigated,  first  through  their  division  of 
ipply  and  construction  down  here  at  45  Broadway,  where  I  called 
>  see  a  man  by  the  name  of  Woodworth,  and  he  advised  me  that 
>body  had  been  appointed  for  the  approval  of  the  packing.  I  went 
ick  again  about  the  third  day  after  that,  and  at  that  time  saw 
le  purchasing  officer.  Commander  Woodworth,  and  he  turned  me 
^er  to  Mr.  Flitgard,  and  Flitgard  turned  me  over  to  A.  M.  Brown, 
ho  is  supposed  to  be  passing  on  the  packing.  I  saw  Mr.  Brown 
ursonally  and  put  the  proposition  up  to  an  approval  and  asked 
m  whether  it  was  necessary  to  send  samples  for  approval  and  test, 
what  was  necessary  to  get  on  the  approved  list.  He  claimed  that 
was  the  supply  man  and  that  they  were  well  satisfied  and  that  we 

ire  on  the  approved  list,  and  that  it  was  not  necessary 

rhe  Chairman  (interposing).  Who  was  he? 

Sir,  Stringer.  Assistant  to  Commander  Woodworth,  was  all  that 

310W,  at  45  Broadway. 

The  Chairman.  Who  was  Mr.  Woodworth  ? 
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Mr.  Stringer.  I  understand  he  was  manager  down  ther( 
mander  Woodworth.  He  took  my  card  at  that  time  and  pi 
the  card  "Approved  "  and  handed  it  to  the  voung  lady  ai 
desk  and  said,  "  Put  that  on  the  list,"  or  "  On  the  approv 
and  all  we  did  was  to  put  in  the  bids.  We  put  in  the  bids,  i 
came  back  "  Rejected ;  not  on  the  approved  list." 

I  then  again  went  down  to  investigate  this  and  tried  to 
what  was  the  trouble,  and  at  that  time  I  foimd  Mr.  Brown  li 
that  he  was  not  there  at  45  Broadway.  I  got  in  touch  ^ 
Flitgard,  and  Mr.  Flitgard  turned  me  over  to  Mr.  Smith, 
inspector,  and  he  turned  me  over  to  another  young  man,  a 
to  talking  to  him  on  the  proposition.  He  said  he  could  n( 
stand  it,  that  we  should  be  on  the  approved*  list ;  and  if  m 
ington  should  have  wired  that;  that  they  had  wired  him 
other  people  who  were  not  on  the  approved  list;  and  in  t 
time,  which  must  have  been  after  the  opening  of  the  bids, 
touch  with  these  other  companies  for  their  approval,  and  tl 
in  return,  and  they  replied  they  were  on  the  approved  list, 
mont  was  not  on  this  approved  list.  If  we  were  not  on  the 
list,  I  do  not  see  why  they  did  not  ask  New  York  to  get  app 

In  the  meantime  there  was  another  slip,  asking  us  cert 
tions — where  the  goods  were  manufactured,  etc.  We  never 
that  copy  to  fill  out. 

The  Chairman.  What  were  you  doing  down  at  Baltimc 
it — anything? 

Mr.  Stringer.  Baltimore? 

The  Chairman.  Yes. 

Mr.  Stringer.  I  was  not  in  Baltimore ;  no. 

The  Chairman.  Where  were  you  when  you  wrote  that  let! 
Hildreath? 

Mr.  Stringer.  I  was  in  Baltimore,  but  I  was  not  in  Bait 
the  Shipping  Board.  I  went  over  to  Washington  and  thei 
Baltimore.  I  was  down  there  in  Baltimore  on  other  busing 
time. 

The  Chairman.  You  were  down  to  Washington  on  other 

Mr.  Stringer.  No,  sir;  I  was  down  to  Baltimore  on  ot 
ness. 

The  Chairman.  You  went  to  Washington  about  the  mati 

Mr.  Stringer.  I  went  to  Washington  about  this  matter. 

The  Chairman.  Who  did  you  see  down  there? 

Mr.  Stringer.  I  saw  Mr.  Eggleston,  I  think  the  name  wa 

The  Chairman.  Who  was  he? 

Mr.  Stringer.  He  was  supposed  to  be,  so  far  as  I  know, 
expert ;  that  was  the  title  they  gave  me. 

The  Chairman.  What  did  he  tell  you? 

Mr.  Stringer.  He  told  me  that  they  were  tabulating  th 
that  time,  and  could  not  give  me  any  information ;  that  th 
not  be  finished  until  the  following  week. 

The  Chairman.  Had  the  bids  been  opened? 

Mr.  Stringer.  The  bids  had  been  opened. 

The  Chairman.  Where? 

Mr.  Stringer.  At  Washington ;  and  as  far  as  he  knew  w( 
the  approved  list ;  that  is  all  the  information  I  could  get  at  t 
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* 

TThe  Chaibman.  Hence  the  bids  were  awarded  and  you  did  not  get 
ipfcft  contract  on  these  matters;  have  you  endeavored  to  find  out  why 
^fCfa  were  not  on  the  approved  list? 

^    Mr.  Stringer.  Yes,  sir;,  that  is  why  I  went  down  there  before, 
jl^^iier  I  ^ot  this  letter ;  that  is  what  I  am  telling  you. 
r     The  Chairman.  Who  did  you  see  down  there? 
Mr.  Stringer.  Who  did  I  see  down  there? 
The  Chairman.  Yes. 

tit.  Stringer.  I  saw  Flitgard,  Smith,  and  this  other  assistant  of 
ith's. 

The  Chairman.  All  in  the  purchasing  department  ? 
Mr.  Stringer.  No;  in  the  repair  and  construction. 
The  Chairman.  Could  you  find  out  why  you  were  not  on  the  ap- 
tproved  Ust  ? 

Mr.  Stringer.  No,  sir;  so  far  as  they  are  concerned,  tliey  thought 
i«e  ought  to  be. 
The  Chairman.  Did  they  tell  you  that  ? 

Mr.  Stringer.  That  is  what  they  told  me ;  they  could  not  under- 
fltand  it;  they  thought  we  ought  to  be  on  the  approved  list. 
^  The  Chairman.  J3id  you  ascertain  who  made  out  the  approved 
iist? 
Mr.  Stringer.  No  ;  nobody  knows  down  there  who  made  it. 
The  Chairman.  Do  you  mean  that  Flitgard  or  Eggleston  or  Mr. 
Smith— none  of  them  Imew  who  made  out  the  approved  list  ? 
Mr.  Stringer.  So  far  as  I  know,  they  do  not  know. 
The  Chairman.  Did  you  ask  them  ? 
jWt.  Stringer.  I  asked  them,  sure, 
^e  Chairman.  And  they  told  you  they  did  not  know? 
Mr.  Stringer.  They  do  not  know  who  made  it  up;  nobody  else 
niew  who  made  it  up.    Mr.  Brown,  so  far  as  I  could  understand, 
vas  making  it  up. 
^®  Chairman.  Who  was  Mr.  Brown  ? 

J«r.  Stringer.  The  first  man  I  saw  down  here  at  45  Broadway ;  I 
•GO  not  know  what  happened  to  him. 
'   \f    ^Hairman.  Do  you  make  sales  to  ships  privately  operated  ? 

w.  Stringer.  Yes,  sir. 
Tr>K     Chairman.  Have  you  had  any  controversies  or  difficulties 
jjh  *?y  0^  *^®  officials  of  the  Shipping  Board,  outside  of  this 

wh   K  Y^^^^'o^'^*  ^^  ^^^^  difficulty  I  had  was  lack  of  information, 

^rl^  I  can  not  get  from  anybody. 

i,"^  Chairman.  Prior  to  this  incident? 

^'  ^Stringer.  The  same  thing. 

i."6  Chairman.  You  could  not  get  any  information  ? 

^-  Stringer.  No;  I  could  not. 

^^^  Chairman.  And,  as  I  understand  you,  the  bid  which  your 
•concern  submitted  was  the  low  bid  on  various  items  which  your 
company  was  prepared  to  furnish  at  the  prices  submitted,  of  the 
quality  required,  and  the  only  information  you  could  get  as  to  the 
^^j^ion  of  your  proposal  was  that  vour  company  was  not  upon  the 
approved  list,  and  you  have  never  been  able  to  ascertain  why  you 
^ere  not  on  the  approved  list,  or  by  whom  this  approved  list  was 
n^ade  up  ? 
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Mr.  Stringer.  Correct. 

The  Chairman.  Have  you  ever  tried  to  find  out  from  anvbody 
else? 

Mr.  Stringer.  Not  in  this  particular  one;  I  have  before.  Once 
before  when  they  came  in  here  and  threw  out  some  of  our  bids.  I 
will  give  you  an  instance  of  it :  The  previous  bids  used  to  come  in 
asking  for  flax^  particularly  on  Navy  specifications,  and  we  had  it 
one  time  the  Navy  contract  for  Navy  specification  flax.  When  tb 
next  bid  came  up,  I  believe,  we  were  around  70  and  some  cents  per 
pound. 

We  had  bid  on  Navy  specification  flax,  putting  all  the  bids  in  there 
We  knew  that  so-called  flax  was  selling  at  30  cents  a  pound.  We  pul 
a  bid  in  for  the  same  packing,  and  bid  on  Navy  specifications  accord- 
ing to  contract.  They  threw  out  our  bid  on  the  Navy  contract  pric«» 
saying  we  were  out  of  line,  and  awarded  the  contract  on  the  30-ceiit 
price.  We  put  in  a  30-cent  price,  what  we  could  furnish  at  30  cents, 
and  we  tried  to  find  out  whether  they  were  going  to  live  up  to  their 
Navy  specifications  contract.  They  said  as  long  as  they  did  not  get 
any  kicks  on  board  boats  the  flax  was  all  right. 

The  Chairman.  Then,  it  is  not  always  the  concern  that  submits 
the  low  bid  that  gets  tlie  contract,  even  with  the  Government  ? 

Mr.  Stringer.  No,  sir;  that  was  just  one  instance. 

Mr.  Kelley.  Your  complaint,  in  addition  to  not  being  on  the  list. 
is  that  sometimes  they  accepted  a  quality  of  material  below  specifi- 
cations ? 

Mr.  Stringer.  Absolutely ;  in  other  words,  they  asked  for  one  thing^ 
an  then  took  something  else.    We  bid  according  to  their  specifications. 

Mr.  Kelley.  Your  bid  was  put  in  according  to  specifications,  an(3 
they  accepted  a  cheaper  material  from  some  other  firm? 

Mr.  Stringer.  That  is  the  idea. 

Mr.  Kelley.  So  that  really  you  did  not  bid  on  the  material  whicl 
they  accepted  at  all  ? 

Mr.  Stringer.  Correct. 

Mr.  Kelley.  Did  that  happen  more  than  once  in  your  experience 

Mr.  Stringer.  Twice  that  I  know  of. 

Mr.  Kelley.  For  what  other  material,  besides  the  flax  ? 

Mr.  Stringer.  That  is  the  only  one  I  can  trace.  The  other  materia 
is  hard  to  trace,  but  on  that  particular  item  you  can  check  it. 

Mr.  Kelley.  These  specifications  were  written  specifications,  wer 
they,  on  which  you  bid  ? 

Mr.  Stringer.  They  were  written  specifications  on  which  we  bid 
saying  that  it  must  be  Navy  specifications  material. 

Mr.  Kelley.  And  you  never  could  find  out  who  was  responsible  fo 
that? 

Mr.  Stringer.  No  ;  it  was  always  a  case  of  going  down  there  an^ 
being  passed  around  from  one  man  to  another. 

Mr.  Kelley.  Did  you  have  an  opportunity  to  examine  the  bid  o 
the  successful  bidder  to  see  whether  he  indicated  the  kind  of  materia 
he  was  bidding  on  ? 

Mr.  Stringer.  He  did  not  indicate ;  he  just  put  his  price  after  th4 
item,  and  that  is  all  there  is  to  it. 

Mr.  Kelley.  And  it  was  down  at  30  cents,  in  the  case  of  flax? 

Mr.  Stringer.  One  time,  and  then  at  36  cents  at  another^  if  3 
remember  offhand. 
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Ir.  Keuley.  Whereas  the  flax,  according  to  Navy  specifications^ 

lid  not  be  had  for  less  than  how  much  ? 

At.  Stringer.  Around  70  cents.    I  am  just  speaking  offhand,  be- 

ise  it  was  within  two  months  they  accepted  that  contract  that  the 

vy  had  another  award  at  which  we  were  higher  bidders.    We  did 

b  ^t  it,  and  the  price  was  somewhere  around  70  cents.    We  figured 

it  if  the  Navy  was  going  to  pay  70  cents,  the  Shipping  Board  could 

t  buy  it  for  36. 

Mr.  Kelxjey.  You  do  not  know  exactly  who  would  be  responsible 

r  accepting  inferior  material  or  substituted  material  ? 

Mr.  Stringer.  The  only  one  who  could  be  responsible,  I  should 

ink,  would  be  the  inspectors.    It  must  be  passed  by  the  Shipping 

Mird  inspectors  before  it  goes  on  boat.    Who  their  inspectors  are,  I 

>  not  know — because  that  is  the  way  they  handle  it. 

Mr.  E^ELLEY.  Would  this  run  into  considerable  of  an  order  for  all 

le  ships? 

Mr.  Stringer.  It  would ;  in  a  year  it  would  run  into  quite  a  quan- 

Mr.  Bjelley.  Can  you  give  an  estimate  on  the  ships  out  of  the  port 
f  New  York  that  belong  to  the  Shipping  Board  ? 
Mr.  Stringer.  No  ;  I  could  not,  because  one  ship  might  take  $200 
TOrth  and  another  ship  might  use  any  amount,  depending  on  how 
hey  went  out  and  what  happened  to  them. 

The  Chairman.  And  this  stuff  has  to  pass  the  inspection  of  Lloyds 
>r  the  American  Bureau,  does  it  not  ? 

Mr.  Stringer.  I  do  not  know  that  it  does  as  to  Shipping  Board 
boats. 
The  Chairman.  You  do  not  know  as  to  that  ? 
Mr.  Stringer.  No,  sir. 

TESTIMONY  OF  MB.  WILLIAM  E.  CASH. 

(The  witness  was  duly  sworn  bv  the  chairman.) 

The  Chairman.  What  is  your  full  name? 

Mr.  Cash.  William  E.  Cash. 

The  Chairman.  Where  do  you  reside,  Mr.  Cash? 

Mr.  Cash.  New  York — Brooklyn. 

The  Chairman.  What  part  ? 

Mr.  Cash.  Flatbush,  1609  Beverly  Road. 

The  Chairman.  What  is  you  occupation  ? 

Mr.  Cash.  I  am  in  business  with  the  firm  of  Cash  &  McKee,  cop- 
perstore  fronts. 

The  Chairman.  Were  you  employed  with  the  Shipping  Board  a, 
one  time? 

Mr-  Cash.  Yes,  sir;  from  the  latter  part  of  1918,  to  September  1. 

^^tC   ^  ^^^  *  little  over  a  year  ago. 

The  Chairman.  What  capacity  were  you  employed  in  ? 

Mr.  Cash.  I  was  traveling  auditor,  with  jurisdiction  over  distx-x^ 
^^1,2,  and  3;  that  is,  Boston,  New  York,  and  Philadelphia- 

J/^e  Chairman.  What  did  you  audit? 

Mr.  Cash.  I  did  very  little  auditing;  I  was  a  representative,  T^ 
*^^%,  of  Gordon  Wilson,  the  general  auditor  in  the  Fleet,  ^P^K 
"^f  the  personnel  of  the  different  offices,  doing  that  work  "^  ' 
"*oiiy  ^i(;ij  jjj^  ^^ J  reporting  to  him. 
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The  Chairman.  Did  you  examine  books  of  account  in  the 

Mr.  Cash.  No  ;  I  did  very  little  of  that. 

The  Chairman.  You  audited  what  districts? 

Mr.  Cash.  Nos.  1, 2,  and  3 — Boston  New  York,  and  Philade 
Strong  in  Boston,  Mann  in  New  York,  and  Overend  in  Balti 

The  Chairman.  When  did  you  say  you  terminated  your  « 
ment? 

Mr.  Cash.  September  15,  1919. 

The  Chairman.  Mr.  Strong  was  in  Boston? 

Mr.  Cash.  Strong  was  district  auditor  in  Boston;  John  1 
end,  in  Baltimore;  and  Mr.  Mann,  in  New  York,  who  wa.^ 
superseded  by  a  man  named  Levish. 

The  Chairman.  With  reference  to  conditions  in  Boston, 
find  anything  particularly  up  there  that  you  had  to  report  o 
had  to  be  corrected  ? 

Mr.  Cash.  Mr.  Strong  was  a  very  competent  man,  a  C.  " 
believe. 

I  do  not  think  there  was  any  particular  fault  to  find,  exc 
sibly  two  or  three  of  our  own  employees  that  I  found,  for  i 
the  resident  auditors,  that  had  been  selling  materials  and  tl 
that  kind,  two  or  three  of  them,  doing  work  on  the  housing  ] 
or  were  guilty  of  indiscretion,  to  say  the  least. 

The  Chairman.  Will  you  ^ate  what  you  found  with  refe 
those  employees? 

Mr.  Cash.  Well,  there  was  a  man  named  Bohanon,  I  thinl 
resident  auditor  in  the  housing  projects  in  Bath.  He  had  b 
ing  materials  and  putting  the  money  in  his  pocket  to  the  ext 
couple  of  thousand  dollars. 

The  Chairman.  Was  there  any  refund? 

Mr.  Cash.  Yes ;  I  believe  the  refund  was  made.  He  was 
and  jumped  his  bail,  I  believe,  was  the  last  report  I  heard 
but  we  got  the  money  back. 

There  was  the  Woodill  case,  at  Portsmouth,  N.  H.  He  h 
selling  materials  that  belonged  to  the  fleet,  and  I  went  ther< 
representative  of  the  department  of  investigation,  and  wc 
collected  the  money  from  him.  I  took  an  automobile  and  sol< 
we  got  the  proceeds  of  that,  which  amounted  to  about  $2,0' 
was  squared. 

The  Chairman.  That  was  squared  up  ? 

Mr.  Cash.  That  was  squared  up. 

The  Chairman.  And  he  was  discharged? 

Mr.  Cash.  He  was  discharged,  of  course;  yes,  sir. 

The  Chairman.  And  that  put  an  end  to  that? 

Mr.  Cash.  That  put  an  end  to  that.  It  took  me  a  week 
time  to  chase  it  out,  etc. 

The  Chairman.  Was  there  any  other  case  in  that  district- 
Mr.  Cash.  Why,  no;  not  in  that  district,  that  I  remember 

The  Chairman.  Were  you  the  traveling  auditor  for  that 
when  the  Groton  Iron  Works  was  put  in  the  hands  of  a  recei 

Mr.  Cash.  Yes ;  I  was. 

The  Chairman.  Did  you  have  anything  to  do  with  look 
that? 

Mr.  Cash.  I  was  present  at  two  or  three  of  the  conferenc 

Conlin  and  Mr.  Strong — Conlin  was  d\^T\et  o^e«t  oi  «.teel 

Boston,  and  afterwards  brought  on  to  ^e^^  XoxV —  xxtA^x^ 
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The  Chairman.  All  you  did  was  attend  some  conferences? 
Mr.  Cash.  Attend  the  conferences,  yes;  and  reported  the  results 
3.nd  the  proceedings  to  Mr.  Wilson  and  Bender,  the  comptroller. 

The  Chairman.  Did  you  know  at  the  time,  or  did  you  make  any 
iiiTestigation  to  ascertain,  in  how  many  instances  the  Groton  Iron 
Works  had  been  put  into  the  hands  of  a  receiver? 
Mr.  Cash.  No  ;  I  did  not. 

The  Chairman.  They  were  put  into  the  hands  of  the  receiver  iii 
tie  Connecticut  State  court,  were  they  not? 

Mr.  Cash.  I  believe  they  were ;  yes.    They  had  the  steel  ships ;  and 
then  thev  had  one  at  Noarik,  a  wooden-ship  plant. 

The  Chairman.  You  were  not  asked  by  Mr.  Strong  to  make  any 
particular  investigation  in  that  matter,  were  you  ? 

Mr.  Cash.  Mr.  Strong  would  hardly  ask  me,  because  I  had  prac- 
tically jurisdiction  over  him.     I  was  from  the  home  office,  inde- 
pendent of  him.     But  if  I  thought  there  was  an^i:hing  going  wrong 
or  got  wind  of  anything,  whv,  I  would  go  to  Air.  Strong  and  get 
Strong  and  some  of  the  men  from  his  oflice ;  and  I  very  often  would 
1(0  to  the  Shipping  Board :  for  instance,  in  cases  of  padded  pay  rolls 
or  things  of  that  kind.    If  wo  were  suspicious  that  anything  was 
^ing  wrong  in  the  Shipping  Board,  if  it  was  within  ourdistricts,  I 
would  go  to  Strong's  office  and  I  would  get  an  assignment  of  two  or 
three  men,  go  with  them  and  start  them  on  the  work,  and  go  away 
to  some  other  yard.    Their  re])ort  woukl  be  made  out  by  them  to 
Mr.  Strong  and  be  by  me  O.  K'd  and  then  sent  to  the  home  office. 
AH  those  were  matters  of  record ;  each  individual  case  is  written  out 
^  dletail  and  filed.  . 

The  Ch.\irman.  Did  you  have  occasion  to  look  into  the  sales  of 

^7  material  up  there  by  the  Shipping  Board  or  to  the  Shipping 
-ooard? 

■^^r.  Cash.  No,  sir;  excepting,  as  I  said  before,  where  the  resident 
^u      $^  would  sell  it  and  then  put  the  money  in  their  pockets,  and 

A"®  Chairaian.  Mr.  Gordon  Wilson  was  your  superior? 
*fr.  Cash.  Yes,  sir. 

*/^e  Chairman.  To  whom  you  reported? 
^r.  Cash.  Yes,  sir, 

-tlie  Ohaibman.  Did  you  ever  look  into  the  sale  of  the  steamer 
^f^ngtpn  to  the  Shipping  Board  ? 
Mr.  Cash.  No,  sir/ "^    ^ 

A  he  Chahiman.  Did  you  look  into  transactions  of  the  Flitner- 
^^^.  Co.,  at  Boston? 
Mr.  Cash.  No,  sir. 

The  Chairman.  Did  you  ever  investigate  any  of  the  matters  at 
Boston  \vhich  came  under  the  jurisdiction  of  Capt.  Crowley? 
Mj-  Cash.  No,  sir. 

Chairman.  Or  were  there  any  instances  of  padded  pay  rolls 
in  the  Boston  district  which  you  looted  into,  that  you  recall  ? 

Mr.  Cash.  I  do  not  recall  any  just  at  present,  although  I  think 
very  likely  there  must  have  been  two  or  three  of  them.  We  found 
that  a  pretty  general  condition  when  we  would  go  after  it. 

I  rememlier  in  Newburgh,  the  investigation  we  made  there,  where 
-we  found  one  man's  name,  for  instance,  in  three  or  four  different 
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places,  and  working  40  or  50  hours'  total,  which  would  have  \m 
an  impossibility.  There  were,  I  suppose,  a  half  dozen  cases  of  thai 
He  had  an  Italian  name,  and  we  found  the  man,  but  he  got  awa] 
There  was  a  good  deal  of  that.  I  think  you  could  go  to  almost  an 
of  the  shipyards  and  find  irre^larities  in  their  purchase. 

The  Chairman.  In  the  emergency  and  great  rush,  men  in  shi 
yards  would  be  candied  upon  pay  rolls  under  the  same  name,  vri 
variations,  or  under  different  names,  collecting  more  pay  than  v 
due  them? 
Mr.  Cash.  Yes,  sir. 

The  Chairman.  Do  you  recall  any  instances  which  jou  inve 
gated,  Mr.  Cash,  in  which  restitution  was  secured  ? 

Mr.  Cash.  Why,  I  think  in  almost  every  instance  in  which  err 
were  discovered  they  were  corrected;  if  they  did  not,  we  kept  a1 
them,  of  course. 
The  Chairman.  Where  is  the  Kewburgh  yard? 
Mr.  Cash.  At  Newburgh,  N.  Y.    One  of  the  first  things  we  loo 
for  in  an  investigation  of  that  kind  would  be  of  unclaimed  wa: 
Unclaimed  wages  were  supposed,  according  to  the  rule,  to  be  in 
velopes  in  the  safe.    They  were  retained  30  days  in  the  shipya 
and  if  not  called  for,  they  should  have  been  deposited  in  an  acco 
in  the  bank,  and  all  unclaimed  wages  put  in  there.     Many  of 
shipyards  do  that — some  did  and  some  did  not.    We  would  fin 
matter  of  $600  or  $1,000  or  $2,000  in  envelopes  in  the  safe,  called 
claimed  wages. 

The  Chairman.  There  was  nothing   improper   about   that, 
there  ? 

Mr.  Cash.  There  was  nothing  improper  about  that,  I  presume : 
Then  we  would  check  those  names  to  see  if  they  appeared  two 
three  places,  as  to  whj  left  over ;  or  may  be  thev  had  received  pa^ 
one  department,  for  instance,  would  employ  a  ^r.  Church  as  wc 
ing  on  ships  when  he  was  actually  working  on  plants,  putting 
fences  around  somewhere,  you  know. 

The  Chairman.  Did  you  investigate  any  other  irregularities 
practices  which  you  felt  justified  in  looking  into,  in  the  Boston  • 
trict  ? 
Mr.  Cash.  No  ;  I  think  not. 

The  Chairman.  Did  you  find  any  instances  of  improper  chai 
for  materials? 
Mr.  Cash.  Are  you  referring  to  the  Boston  office  now  ? 
The  Chairman.  Yes,  sir. 

Mr.  Cash.  No  ;  I  do  not  remember  of  anything.    Mr.  Strong, 
district  auditor,  if  there  was  anything  of  that  kind,  would  know, 
course. 

The  Chairman.  Coming  to  the  next  district 

Mr.  Cash.  One,  New  York. 

The  Chairman.  Yes,  sir.    Did  you  find  cases  of  padded  pay  re 
there  ? 

Mr.  Cash.  Why,  this  Newburgh  was  in  the  New  York  distri 
There  were  several  investigations,  some  that  I  did  not  take  a 
part  in ;  some  that  I  did.    1  think  the  Downey  yard,  we  had  spec 
auditors  there  for  two  or  three  months,  I  imagine. 
The  Chairman.  Were  they  xmder  your  direction? 
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Mr.  Cash.  No;  not  under  my  direction,  but  under  Mr.  Dietz  or 
Mr.  Mann,  and  I  would  know  what  was  going  on,  of  coui-se,  keep 
^atch  of  it  in  the  New  York  office. 

The  Chairman.  What  was  the  necessity  for  these  special  auditors 
at  the  Downey  yards,  what  was  the  condition  that  was  being  looked 
into? 

Mr.  Cash.  Well,  I  presume  it  was  pay  rolls. 

The  Chairman.  Do  you  know  what  was  found  ? 

Mr.  Cash.  And  material,  perhaps,  that  should  have  ^one  into  ships, 
that  went  into  plants,  and  vice  versa ;  a  general  auditing  and  check- 
ing of  the  accounts.  I  believe,  as  I  remember,  there  was  some  ques- 
tion about  the  resident  auditor  that  was  there  at  the  time  being  a 
little  friendly  with  Mr.  Downey  instead  of  the  fleet. 

The  Chairman.  There  was  nothing  particularly  wrong  about  the 
resident  auditor  or  any  other  representative  of  the  Shipping  Board, 
being  friendly  to  shipbuilders  ? 

Mr.  Cash.  Oh,  no. 

The  Chairman.  Do  you  know  what  was  found  as  a  result  of  this 
investigation  there? 

Mr.  Cash.  I  do  not  think  it  was  finished  when  I  left  the  service. 

The  Chairman.  Last  September? 

Mr.  Cash.  Yes,  sir ;  year  ago  September. 

The  Chairman.  A  year  ago  in  September? 

Mr.  Cash.  A  year  ago  in  September ;  yes,  sir. 

The  Chairman.  Did  your  duties  comprise  looking  into  defective 

Mr.  Cash.  No,  sir. 

The  Chairman.  That  was  an  inspection  matter,  I  assume? 
Mr.  Cash.  Yes;  the  department  of  construction,  wood  ships  and 
fteel  ships. 

The  Chairman.  How  did  the  accounting  department  secure  infor- 
nation,  assuming  that  defective  work  was  done,  so  that  they  would 
lot  pay  the  bills?  Assume  that  in  a  particular  yard  the  inspectors 
reported  defective  riveting  or  defective  material,  how  would  that 
information  come  up  to  the  auditor  or  the  comptroller  so  that  that 
^"j[^ould  not  be  paid  ? 

f^'  Cash.  I  don't  believe  it  came  up. 

^e  Chairman.  You  don't  think  it  came  up  ? 

^J*.  Cash.  No,  sir;  I  don't  think  they  were  working  in  as  close 

TK  ^^  ^^^*'  ^^  *^®  majority  of  cases. 

l^ne  Chairman.  Do  you  mean  to  say  that  in  the  majority  of  cases, 
^'^cre  inspectors  foun^  defective  work  or  defective  material,  there 
J^  no  system  by  which  the  auditor  might  be  prevented  from  paying 
'^rthat,  assuming  that  the  bill  or  charge  came  in  for  proper  material 
^r  proper  work  ? 

^T.  Cash.  Theoretically  that  information  should  have  gone  to  the 
'esident  auditor  on  the  job  at  the  shipyards.  The  resident  auditor, 
^  ?  good  many  instances,  had  very  little  help,  perhaps  one  or  two 
*sistants.  and  he  could  not  keep  track  of,  and  most  of  them  did  not 
'^tempt  to  keep  track  of,  the  ship  construction  end  of  it,  the  riveting, 
'*'  the  carpenter's  work,  or  when  material  was  issued  on  requisition 
o^on  the  ships,  I  do  not  think  one  in  a  dozen  followed  the  material 
^  to  the  ship,  to  make  sure  it  went  into  the  ship.     It  may  have  been 
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delivered  on  board  ship,  but  whether  it  was  actuaUy  installed  or  not 
I  do  not  think  the  auditing  division  ever  knew. 

The  Chairman.  Some  divisions  knew,  did  they  not?  You  do  not 
mean  to  say  that  material  would  be  delivered  to  a  shipyard  for  a 

ship 

Mr.  Cash.  I  mean  from  the  warehouse  in  the  shipyards,  from  the 
warehouse  in  the  shipyards  there.  The  material  in  the  first  instance 
would  go  in  the  warehouse  in  the  shipyards.  Now,  then,  it  would 
be  issued  on  requisition  from  that  warehouse  to  the  ship,  so  many 
rivets,  so  many  this,  that,  or  the  other. 

The  Chairman.  And  there  was  nobody,  inspectors,  or  auditors 

Mr.  Cash.  There  were  inspectors  on  the  lM>ats;  j'^es. 

The  Chairman.  Would  they  not  know  whether  the  material  requi- 
sitioned from  the  warehouse  went  on  the  boats? 

Mr.  Cash.  I  say  the  auditing  division  would  not  know  whether  it 
went  on  or  not. 

The  Chairman.  That  is  what  I  am  trying  to  get  at,  Mr.  Cash. 
Would  not  the  auditor  or  the  comptroller  or  the  financial  officer  who 
paid  bills  have  some  reports  somewhere  at  some  time  before  the  claim 
was  paid,  which  w^ould  show  that  the  material  furnished  had  been 
used,  and  that  proper  material  had  been  used,  and  that  the  proper 
workmanship  had  been  performed,  and  that  the  bill  was  proper  to 
be  paid,  in  accordance  with  the  specifications? 

Mr.  Cash.  What  I  intended  to  say  was  this,  that  the  material 
from  the  warehouse  would  be  issued  on  a  requisition ;  the  requisition 
would  be  signed  and  the  material  delivered,  and  the  material  carried 
on  board  ship.  Now,  whether  that  actually  used  and  fastened  to 
that  ship,  made  a  part  of  it,  I  never  have  seen  any  connection  where 
they  could  check  that  part  of  it;  no,  sir. 

The  Chairman.  That  is  from  the  auditing  viewpoint? 

Mr.  Cash.  From  my  experience;  yes,  sir. 

The  Chairman.  The  inspect<frs  employed  were  under  the  con- 
struction division,  of  course? 

Mr.  Cash.  Yes,  sir;  of  steel  ships  or  wooden  ships,  as  the  case 
may  be. 

The  Chairman.  Yes ;  and  they  were  supposed  to  inspect  the  work 
as  it  progressed  ? 

Mr.  Cash.  That  is  true ;  yes,  sir. 

The  Chairman.  If  they  signed  reports  to  their  chief  inspector, 
and  went  up  to  the  head  of  the  construction  department,  they  might 
well  have  gone  from  the  construction  department  to  the  auditor  or 
the  general  comptroller? 

Mr.  Cash.  Yes.  Well,  the  auditing  division  would  not  pay,  of 
course,  unless  the  steel  ships  or  wood  ships  had  O.  K'd  the  voucher 
first — their  representative,  as  being  on  this  ship. 

The  Chairman.  Surely.  So  that  as  far  as  the  material  and  the 
ship  being  constructed 

Mr.  Cash.  The  auditing  division  would  take  the  signature  of  the 
wood-ship  division  or  the  steel-ship  division;  but  I  mean  the  audit 
ing  division  never  followed  up  to  make  sure  whether  the  stuff  was 
installed  or  not. 

The  Chairman.  Outside  of  the  Newburgh  plant  and  the  Downey 
plant^  do  you  recall  any  other  instances  in  the  New  York  district! 


SHIPPING  BOARD  OPERATIONS.  2831 

P.  Cash.  Why,  not  offhand,  although  if  I  had  had  a  little  more 
I  could  probably  have  ^ne  through  my  reports  and  records.    I 
!  one  case  that  I  was  thinking  of — the  Rheinhart  case — in  the 
se  yard. 

lie  Chairman.  What  was  that?  I  think  we  have  heard  of  that 
re,  but  we  would  be  very  glad  to  have  your  recollection  as  to  it. 
r.  Cash.  Why,  he  was  the  resident  auditor  in  the  Virginia 
)building  Corporation,  the  Morse  yard,  under  Overend,  district 
Ltor,  in  Baltimoi'e,  now  comptroller,  I  believe.  He  had  been  ap- 
ring  bills  for  materials  supposed  to  go  in  ships,  for  instance,  16 
8  cars  of  lumber,  I  have  in  mind,  that  were  O.  K'd  as  being  for 
►  construction  and  that  went  through  the  yard  and  out  to  Rose- 
it  for  a  housing  development  out  there,  and  later  on  some  four  or 
of  the  cars,  as  I  remember  it,  were  sold  to  lumber  dealers  and  the 
tnce  of  the  lumber  went  into  the  houses.  Oh,  I  imagine  there 
e  40  or  50  vouchers  of  that  kind. 

he  Chairman.  Those  were  caught,  however,  going  through,  were 
7  not? 

[f.  Cash.  Yes,  sir;  and  there  is  quite  a  long  record  of  that  in 
department  of  investigation.  I  was  in  a  position  where  I  could 
1  all  the  reports  of  the  department  of  investhration  before  I 
ted  out  and  all  our  reports,  and  a  little  of  that  1  know  from  my 
I  eyesight  of  seeing  and  a  little  I  have  gathered  from  the  reports 
lered  Meehan  and  Cosgrove. 

he  Chairman.  The  sum  total  of  all  that  was  that  between  the 
artment  of  investigation  and  the  auditing  department  this 
ter  was  discovered  and  traced  out,  and  Mr.  Rheinhart  confessed? 
^r.  Cash.  Yes,  sir. 

he  Chairman.  And  the  vouchers  were  caught  going  through  ? 
T.  Cash.  Yes,  sir. 

he  Chairman.  Can  you  recall  any  other  instance,  Mr.  Cash  ? 
T.  Cash.  Not  offhand;  no  sir. 

he  Chairman.  Do  you  know,  from  your  experience  and  investi- 
on,  whether  pay  rolls  were  required  to  be  signed  by  the  employees 
hese  various  yards? 

[r.  Cash.  Not  all  the  yards  signed  pay  rolls;  no.    They  would 
\  the  cards,  a  pay-roll  card,  maybe.    But  do  you  mean  a  general 
roll? 

he  Chairman.  Yes, 

Ir.  Cash.  No;  1  do  not  think  that  was  customary  in  all  yards, 
he  Chairman.  Do  you  know  of  any  yards  in  the  districts  which 
«  under  your  observation  where  payment  was  made  for  services 
hout  the  signature  of  the  employee  or  the  person  to  whom  it  was 
i  being  required,  either  upon  a  card  or  upon  a  pay  roll  or  upon 
le  receipt  for  it? 

Ir.  Cash.  No;  they  were  all  signed  on  some — not  necessarily  on 
ay  roll.  Some  worked  with  a  brass  check,  and  from  the  number; 
y  would  present  it,  and  they  would  sign  their  names  on  a  card; 
le  that  could  not  write  would  put  their  cross,  and  the  foreman 
lid  sav,  "John  Jones,  his  mark,"  and  "attested  by  tV^c  iorematv," 
K)metfiing  of  that  kind ;  but  they  all,  as  I  remember^    s^&^^  ^^^^" 

Tie  Chairman.  At  the  time  of  the  payment  ? 
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Mr.  Cash.  At  the  pay  window;  yes. 

The  Chairman.  Did  you  investigate  any  matters  involving  tin 
payment  of  commissions  or  attempts  to  bribe  any  Shipping  Board 
officers  ? 

Mr.  Cash.  No,  sir.  May  I  say,  the  first  66  pages  of  that  report,! 
know,  are  on  division  of  operations,  which  I  had  nothing  to  ds 
with,  you  know.  They  had  a  system  of  their  own,  and  I  never  na 
across  them. 

The  Chairman.  Did  you  investigate  matters  involving  settlementi 
of  contracts? 

Mr.  Cash.  No. 

The  Chairman.  Involving  the  title  to  shipyards? 

Mr.  Cash.  No. 

The  Chairman.  Changes  and  modifications  in  contracts? 

Mr.  Cash.  No. 

The  Chairman.  How  about  employees  of  the  Shipping  Board  beiM 
on  the  pay  roll  of  the  ship  builder ;  did  you  find  any  instance  of  that! 

Mr.  Cash.  Yes ;  Rheinhart  was,  for  instance,  down  in  Alexandria. 

The  Chairman.  Alexandria? 

Mr.  Cash.  Virginia ;  yes ;  the  Morse  yard. 

The  Chairman.  That  was  the  Virginia  shipbuilding  plant? 

Mr.  Cash.  The  Virginia  Shipbuilding  Corporation;  yes,  sir. 

The  Chairman.  And  the  housing  plant  was  at  Rosemont? 

Mr.  Cash.  Kosemont;  yes,  sir. 

The  Chairman.  But  the  two  were  independent? 

Mr.  Cash.  Independent;  miles  apart. 

The  Chairman.  There  was  no  contractual  relations  between  the 
Shipping  Board  and  the  housing  project? 

Mr.  Cash.  No. 

The  Chairman.  Did  you  find  any  other  instance  ? 

Mr.  Cash.  No;  I  do  not  recall  any  to  mind.  You  mean  where  an 
Employee  of  the  Emergency  Fleet  Corporation  was  also  on  the  pay 
roll  of  the  builder  ? 

The  Chairman.  Yes. 

Mr.  Cash.  No,  sirj  I  do  not. 

The  Chairman.  Timekeepers  or  inspectors? 

Mr.  Cash.  No,  sir.  If  I  had  found  one  of  those  I  would  report  it 
immediately,  and  he  would  have  gone,  I  know. 

The  Chairman.  That  was  the  practice,  was  it  not,  when  these  things 
were  reported? 

Mr.  Cash.  Yes,  sir.    There  was  action  immediately. 

The  Chairman.  There  was  action  taken  immediately  ? 

Mr.  Cash.  Yes,  sir. 

The  Chairman.  Men  were  dismissed,  and  if  there  was  money  due 
the  Government  it  was  recovered,  or  an  attempt  was  made  to  re- 
cover it? 

Mr.  Cash.  It  was  recovered ;  yes,  sir.    That  was  part  of  my  duties. 

The  Chairman.  And  how  much  was  involved  in  the  Newburgh 

case? 

Mr.  Cash.  Oh,  that  was  a  figure,  I  imagine,  of  only  $1,000  or  $2,000, 
something  like  that.    I  don't  remember  the  exact  figures. 

The  Chairman.  And  you  sold  an  automobile  belonging  to  him? 

Mr.  Cash.  That  was  ilp  in  Portsmouth. 

The  CiiAiRMAyi,  How  much  was  luvolved  in  the  Portsmouth  wise! 
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Mr.  Cash.  I  think,  as  I  remember,  $2,300  or  $2,400,  that  he  had 

The  Chairman.  Did  you  have  to  look  into  the  matter  of  the  sale 
any  material  ? 

Mr.  Cash.  Only  in  such  oases  as  that  kind,  where  the  auditor  had 
Id  it.  I  never  had  anything  to  do  with  surplus  sales. 
The  Chairman.  I  mean  salvaged  material  ? 
Mr.  Cash.  Well,  surplus  and  salvage,  no ;  that  came  on  just  about 

time  I  left  there,  you  know. 
The  Chairman.  Are  there  any  other  matters  that  came  under 
m  observation  while  you  held  this  position  ? 

Mr.  Cash.  Nothing  that  I  remember  that  would  be  of  interest 
4d  you. 
The  Chairman.  Have  you  any  questions,  Mr.  Kelley  ? 
Mr.  Kelley.  I  think  you  said  you  were  a  certified  accountant,  Mr. 
ish' 

tMr.  Cash.  No,  sir ;  I  did  not. 
Mr.  Kelley.  What  did  you  say? 

Mr.  Cash.  I  did  not  say  anything  about  my  being  certified. 
Mr.  Keli^y.  There  was  something  about  C.  P.  A. 
Mr.  Cash.  C.  P.  A.,  Mr.  George  jT  Strong. 
Mr.  Kelley.  Oh,  Strong  was  a  certified  accountant  ? 
Mr.  Cash,  Yes,  sir. 
Mr.  Kelley.  But  you  are  not? 
Mr.  Cash.  No,  sir. 

Mr.  Keli^y.  What  sort  of  an  accountant  are  you ;  how  much  ex- 
perience have  you  had  in  public  accounting? 

Mr.  Cash.  Well,  my  accounting  experience,  Mr.  Kelley,  I  never 
forked  at  it  as  a  profession,  but  I  have  been  in  five  of  the  large 
^positions  of  the  country,  beginning  with  the  World's  Fair  m 
^caga,  and  devised  and  prescribed  the  methods  of  accounting  for 
^Uection  of  the  revenue  from  the  concessionaires;  for  instance,  the 
I^an  American  Exposition,  I  had  that  position  as  chief  of  admissions 
•Hd  concessions.  I  had  under  each  contract  probably  four  or  five 
Of  six  hundred  emplojrees,  and  drew  up  the  blanks  and  the  forms  and 
books,  and  so  forth,  hired  employees,  and  checked. 

You  see,  in  all  expositions  where  anything  is  sold,  they  pay  a  cer- 
tain percentage  of  the  gross  receipts  for  the  privilege  of  selling, 
and  it  was  a  pretty  hard  matter  to  devise  a  system  that  would  get 
your  25  per  cent  on  the  gross,  on  the  restaurants,  for  instance,  and 
things  of  that  kind. 

Mr.  Kelley.  Well,  now,  would  you  be  competent  to  install  a  sys- 
tem of  bookkeeping  in  a  shipbuilding  plant,  where  the  Government 
'•^as  advancing  money  and  supplying  material  so  as  to  protect  the 

Crovemment  from  all  the  various  kinds  of 

Mr.  Cash.  Chicanery  ? 

Mr.  Kei-ley.  Fraud  which  might  be  practiced  ? 
Mr.  Cash.  I  think  I  would  not  attempt  it ;  no,  sir. 
Mr.  Kelley.  You  would  not  attempt  it? 
Mr.  Cash.  No,  sir. 

Mr.  Kelley.  Then  you  are  testifying  only  to  what  you  found 
«^  a  result  of  some  other  person's  system  ? 
Mr.  Cash.  Yes,  sir. 
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Mr.  Kelley.  You  did  not  have  anything  to  do  with  any  < 
bookkeeping  systems  in  any  shipyard  ? 

Mr.  Cash.  With  the  installing  of  the  system?    No,  sir. 

Mr.  Kellet.  But  you  knew  enough  about  accounting  to  kn 
a  thing  was  not  working  properly ;  is  that  right  ? 

Mr.  Cash.  In  a  good  many  instances ;  yes,  sir. 

Mr.  Kelley.  Do  you  know  anjrthing  about  the  requirem 
the  Treasury  Department  at  Washington,  as  to  auditing? 

Mr.  Cash.  I  think  not ;  no,  sir. 

Mr.  Kelley.  Was  there  any  attempt  to  install  the  Treasi 

Eartment  regulations  in  the  Snipping  Board  business,  as  far 
now? 

Mr.  Cash.  Not  that  I  know  of ;  no^  sir. 

Mr.  Kelley.  Would  you  be  surprised  if  $1,500,000,000  wortl 
counts  were  rejected  by  the  Treasury  Department  because  the 
not  properly  vouchered? 

Mr.  Cash.  Do  you  mean  in  the  full,  in  the  Emergency  Fie 
poration,  do  you  mean  ? 

Mr.  Kelley.  Yes;  in  the  Emergency  Fleet  Corporation,  1 
000,000  rejected,  because  they  were  not  properly  supported 
rules  of  the  Treasury  Department. 

Mr.  Cash.  That  is  rather  more  than  I  should  think  they  wo 
yes,  sir.^ 

Mr.  Kelley.  You  would  be  surprised  at  that  amount  ? 
•  Mr.  Cash.  I  would  be  surprised  at  that  amount ;  yes,  sir. 

Mr.  Kelley.  How  should  a  voucher  be  supported  to  be  | 
anjr  Government  agency;  what  supporting  proofs  should 
quired?     Or  are  you  not  enough  of  an  accountant  to  answer 

Mr.  Cash.  Well,  I  don't  know.  Ask  the  question  again, 
will  you  ? 

Mr.  Kelley.  What  supporting  proofs  should  a  voucher  h 
fore  it  should  be  paid  or  passed  by  the  Government  ? 

Mr.  Cash.  Well,  you  mean  in  the  Emergency  Fleet  Corpora 

Mr.  Kelley.  Yes ;  any  voucher.  Here  is  the  Government  cl 
over  the  business  of  any  activity  of  the  Government,  what  s 
ing  proof  should  any  coucher  have  to  convince  the  Governme 
that  is  a  proper  charge  against  it? 

Mr.  Cash.  In  the  Emergency  Fleet  Corporation  the  residei 
tor  signed  it  first 

Mr.  Kelley.  That  is  just  the  signature  of  somebody,  that  i{ 

Mr.  Cash.  Oh,  a  signature^es. 

Mr.  Kelley.  That  it  is  O.  K.  ? 

Mr.  Cash.  That  this  has  been  received,  \es, 

Mr.  Kelley.  Do  you  think  that  would  be  a  sufficient  thing 
tect  the  Government  ? 

Mr.  Cash.  No;  it  took  two  or  three  signatures. 

Mr.  Kelley.  But  signatures,  you  think,  would  be  all  that 
be  necessary  ? 

Mr.  Cash.  Signatures,  yes,  on  the  voucher ;  yes,  sir. 

Mr.  Kelley.  i  ou  do  not  think  it  would  require  a  detaile( 
ment  showing  just  what  articles  have  been  purchased  ? 

Mr.  Cash.  Why,  on  the  voucher  is  the  bill,  the  items  lis 
course. 

Mr.  Kelley.  All  of  them  ? 
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Mr.  Cash.  Yes. 

Mr.  Kellet.  Well,  in  your  investigation  did  that  always  follow? 
3uld  you  tell  from  the  voucher  exactly  what  the  transaction  was 
K)ut,  and  whether  or  not  in  might  not  be  paid  by  another  voucher? 
Mr.  Cash.  You  mean  whether  the  vouchers  could  have  been  (hipli- 
ktedor  not? 
Mr.  Kellet.  Yes. 

Mr.  Cash.  Well,  the  bill  or  voucher  or  invoice,  as  the  case  may  Ije, 
rould  be  divided  and  the  articles  enumerated  and  signed  by  the 
esident  auditor. 

Mr.  EeiIjst.  You  might  have  more  than  one  voucher  on  the  same 
lav,  might  you  not  ? 

Mr.  Cash.  Certainly. 

Mf.Keujey.  How  would  you  know  that  it  was  not  the  same  goods? 

Mr.  Cash.  You  have  to  take  the  signature  of  somebody,  the  word 
of  somebody,  that  he  received  the  goods,  and  he  vouches  for  the  fact 
that  thev  are  delivered. 

Mr.  Kelley.  You  do  not  know  what  information  was  lacking  in 
this  $1,500,000,000  of  vouchers? 

Mr.  Cash.  No  ;  I  do  not ;  no,  sir. 

Mr.  Kellet.  When  you  were  in  the  Downey  plant  did  you  find  any 
trace  of  these  $10,000  notes  that  were  paid  to  Sands? 

Mr.  Cash.  Xo  ;  I  never  heard  of  them  until  I  read  of  them  in  the 
newspimer  now ;  no,  sir. 

Mr.  Kelley.  You  did  not  go  over  the  books  of  the  Dovmey  Co.  ? 

Mr.  Cash.  No,  sir. 

Mr.  Kelley.  W  ho  would  know ;  who  would  find  the  record  of  those 
notes  i    Would  the  resident  auditor  at  the  time  know  about  this  ? 

Mr.  Cash.  I  doubt  very  much  whether  he  would  have  in  that  case 
or  not ;  no. 

Mr.  Kelley.  Well,  if  an  item  of  $10,000  was  vouchered  through, 
would  not  somebody  know  about  it  before  it  was  paid  by  the  Govern- 
ment? 

Mr.  Cash;  Yes;  if  it  was  vouchered  through  for  the  Government 
to  pay  it;  yes;  that  would  come  to  the  district  auditor. 

Mr.  Kelley.  Did  you  ever  hear  of  any  such  notes  being  vouchered 
trough  i 

Mr.  Cash.  I  never  did. 

Mr.  Keu.ey.  No  talk  about  that  at  all  ? 

Mr.  Cash.  Never  heard  a  word  mentioned  of  it ;  no,  sir. 

Mr.  Kelley.  What  did  you  mean  when  you  said  the  resident 
iuditor  at  the  Downey  plant  was  too  friendly  to  the  shipbuilders? 

Mr.  Cash.  Well,  I  meant,  as  my  memory  holds  now,  that  he  would 
3e  apt  to  work  in  their  interest  as  against  the  interests  of  the  Ship- 
ping Board. 

Mr.  Kelley.  That  he  would  pass  improper  accounts,  eh  ? 

\f    ^^^^^'  That  is  the  idea  I  had  in  mind ;  yes. 

Mr.  Kelley.  What  is  his  name  ? 

Mr.  Cash.  I  do  not  remember  the  name  now.     I  can  easily  find  it. 

Mr.  Keuj:y.  What  date  are  you  speaking  of  now  ? 

Mr.  Cash.  I  am  speaking  of^let  me  see,  along  in  the  fall  of  1918; 
the  spring  of  1919. 

^'r.  Kelley.  And  whoever  was  the  auditor  in  September,  we  will 
Ba.v.  or  October  of  1918 
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Mr.  Cash.  Yes ;  I  should  say ;  yes. 

Mr.  Keli^y.  You  say  would  pass  improper  accounts  favorable  to : 
the  Downey  Co.? 

Mr.  Cash.  No;  I  did  not  say  that  they  would  pass  improper  at- i 
counts.  That  was  the  opinion  in  the  office  of  the  district  auditor  in! 
New  York,  that  he  reauired  checking  up. 

Mr.  Kelley.  Why  aid  they  let  him  stay  there  for  so  long,  if  thil 
was  the  opinion? 

Mr.  Cash.  I  think  he  was  changed  right  after  that. 

Mr.  Kelley.  As  soon  as  the  opinion  was  formed? 

Mr.  Cash.  As  soon  as  there  was  an  investigation  made,  I  be- 
lieve. This  particular  man — I  have  forgottten  his  name,  I  can 
easily  ascertain  it  from  the  records — formerly  worked  for  them,  I 
believe,  before  he  worked  for  the  Emergency  Fleet. 

Mr.  Kelley.  Was  there  an  opinion  about  your  department  there, 
that  this  Downey  Co.  needed  to  be  watched  like  that,  that  they 
would  take  advantage  of  an  auditor  friendly  to  them? 

Mr.  (^\sh.  Well,  there  is  nothing  that  I  can  put  my  iBnger  on  and 
say,  "  Yes  " ;  no,  sir. 

Mr.  Kelley.  There  was  nothing  more  than  a  suspicion  of  that 
kind  ? 

Mr.  Cash.  There  was  a  suspicion;  yes,  sir. 

Mr.  Kfj^ley.  There  was  a  suspicion? 

Mr.  Cash.  There  was  a  suspicion ;  yes,  sir. 

Mr.  KELiiEY.  You  do  not  know  on  what  that  was  based? 

Mr.  Cash.  I  do  not  remember  just  what;  no. 

Mr.  Kelley.  Did  you  ever  hear  on  what  it  was  based? 

Mr.  Cash.  If  I  had,  I  would  have  told  you.    No. 

Mr.  Kelley.  Under  the  system  of  bookkeeping  and  auditing  in 
the  Boston  district,  during  this  time  that  you  speak  of,  were  the 
supplies  and  material  issued,  as  you  say,  upon  requisition,  or  did  the 
men  just  go  and  help  themselves  to  lumber  and  other  material,  and 
use  it  as  they  pleased  ? 

Mr.  Cash*.  Well,  I  should  say  that  in  some  of  the  yards,  in  the 
case  of  lumber,  they  might  go  and  help  themselves. 

Mr.  Kelley.  Help  themselves? 

Mr.  Cash.  Yes,  sir ;  take  what  might  be  needed. 

Mr.  Kelley.  And  if  the  lumber  was  intended  for  shipbuilding 
and  they  should  use  it  for  plant  extension,  all  right? 

Mr.  Cash.  I  do  not  believe  there  was  any  way  of  the  auditing 
division  checking  that. 

Mr.  Kelley.  And  in  the  case  of  wiring  for  the  ship,  they  could 
use  that  for  plant  extension,  could  they? 

Mr.  Cash.  I  think  that  could  have  been  done;  yes,  sir. 

Mr.  Kelley.  And  the  men  would  just  go  and  help  themselves  to 
that  wire? 

Mr.  Cash.  Well,  wire  and  articles  of  that  kind,  I  guess  they  were 
kept  in  a  warehouse;  lumber  is  always  piled  loose,  you  know. 

Mr.  Kelley.  Were  they  always  kept  in  a  warehouse  so  that  the 
men  could  go  and  ^et  them;  was  not  the  door  always  unlocked  in 
many  of  these  yards,  so  that  the  men  went  and  helped  themselves? 

Mr.  Cash.  Yes;  T  think  that  was  true;  yes,  sir. 

Mr.  Kelley.  You  think  that  was  true? 
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C'a8H.  I  do. 

Kellet,  So  that  there  never  was  any  proper  system  of  issuing 
es  so  that  they  could  be  kept  track  or,  in  the  Boston  district  i 
Cash.  I  thinli  that  applies  in  all  three  districts. 
Keujir.  All  three  districts  the  same? 
C'a.sh,  Yes,  sir. 

Kellet.  How  would  the  (lovernment  keep  track  of  its  mate- 
r  when  it  was  gone  tliey  bought  some  more,  is  that  the  idea  ? 
Cash.  Well,  there  was  a  lack,  in  my  remembrance,  there  was 
of  a  sufficient  check  of  materials  from  the  time  thev  were 
it  into  the  yard  until  the  time  they  were  actiuilly  installe<l  on 

HtS. 

Kki-let.  If  it  was  checked  ont  by  sr«ne  one  in  churfre  of  a 
iiise.  tlieic  was  no  counterchecks  n-f  any  kind  by  the  auditing 

ment  of  (hat  issue  of  material ;  you  simply  ncccpted 

CA.-iH.  The  storehouse  keeper's  signature. 

Kelley.  Tlie  storehouse  keeper's  sipiatnre.    You  did  not  con- 

^  books  to  see  for  what  it  was  issne<r? 

Cash.  Oh.  yes;   they  consulted   the   books   very   often,   the 

KEiiEr.  I  thought  you  said  they  jnst  accepted  bis  sign:iture. 
was  done } 

Ca;;h.  Well,  that  is  the  signature.    Anything  taken  out  of  the 
■use  is  signed  for,  we  will  sny,  on  a  requisition.  , 
Kellet   That  ir,,  if  it  was  signed  for. 

('A.SII.  Yes;  but  the  jwint  I  tried  to  make  was  this:  That  after 
■a me  in  to  a  warehouse,  assume  they  were  properly  warehoused, 
i-re  properly  Issued  on  a  requisition  and  signed  for  by  the  u'nn 
them,  they  were  transported  to  the  ship,  went  on  to  the  boat; 
'  auditing  division  never  followed  to  see  whether  they  were 
y  installed  on  the  boat  or  not.  In  other  words,  in  the  case  of 
■  work  and  Government  work,  if  a  contractor  had  both  cbisses 
racts  in  his  yard.  I  think  it  was  possible  for  him  to  obtain  stuff 
:ie  wan-house  on  requisition,  put  it  on  to  a  Governmenii  lumt, 
erwnrds  transport  it  to  a  |»rivately  owned  boat  and  use  it. 
•Celley.  Suppose  a  contractor  had  private  work  anl  work  for 
vernment  in  his  yard,  was  it  not  possible  fur  him  to  go  and 
mself  to  Oevernment  lumber-  anil  put  it  on  either  sliip  th:it 
fit?       _ 

^Asir.  Y<m  mean  steal  it? 
VELiJiT,  Why,  use  it  * 
'ask.  Steal  it;  yes.    It  could  be  done. 
Celley.  It  was  po^sible.  and  there  woubl  be  lU)  check  on  tliut 

Jasii.  It  could  be  stolen  in  the  night;  it  couhl  be  stolen  at  any 

?rtainly. 

Cellet.  And  it  is  not  onlv  true  of  lumber  V>ut  otht-r  material 

he  storehouses  were  left  "open  so  that  the  men  tnidd  go  and 

smselves  to  material  at  will,  and  the  Government  permitted 

go  on  in  all  these  districts:  that  is  your  testimony,  is  it  noti 

IsH.  I  think  you  asked  if  it  was  not  possible  to  do  it.    I  say 

hEUXY.  I  asked  you  if  it  was  not  done. 
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Mr.  Cash.  I  do  not  know  that  it  was  done  universally,  but  I  say 
it  was  possible  to  do  it ;  yes. 

Mr.  Kelley.  XJnder  the  system  in  force  in  every  district  it  wn 
possible  to  do  it? 

Mr.  Cash.  It  was  possible  to  do  it;  yes,  sir. 

Mr.  Kelley.  The  contractor,  if  he  were  dishonest,  could  alwijs 
avail  himself  of  that  opportunity? 

Mr.  Cash.  Yes. 

Mr.  Kelley.  To  take  Government  property  and  put  it  up  on  a  pri- 
vately ccmstructed  ship? 

Mr.  Cash.  If  he  were  dishonest. 

Mr.  Kelley.  And  there  was  no  system  of  bookkeeping  by  whid  ' 
the  auditing  department  of  the  Government  would  catch  that? 

Mr.  Cash.  Would  catch  that,  you  say?  Why,  yes;  we  have  a 
cherk  of  materials  put  in  and  out  of  the  warehouse,  for  instance,  or 
lumber  in  and  out  of  there.  He  might  sign  for  the  lumber  when  he 
took  it,  but  there  was  no  check  that  the  auditing  division  had  to  know 
whether  the  material  was  actually  used  on  boat  No.  2  or  Xo.  3  or  No. 4. 

Mr.  KELiiEY.  That  is  what  I  say.  Lumber  came  in,  but  you  do  not 
know  where  it  went  out. 

Mr.  Cash.  Yes;  I  think  fhat  is  true. 

Mr.  Kelley.  Were  you  in  the  auditing  department  when  they 
foimd  3.000  errors  in  the  pay  roll  up  at  the  Groton  Iron  Works? 

Mr.  Cash.  I  do  not  remember  the  number  of  errors,  3,000  errors- 
T  know  they  were  checking  over  pay  rolls  there;  I  think  that  Distrid 
Auditor  Maim  spent  three  months  up  there. 

Mr.  Kelley.  And  vou  would  not  be  surprised  if  the  errors  wer^ 
at  least  3,000? 

Mr.  Cash.  I  would  not  be  surprised ;  no,  sir,  T  would  not. 

Mr.  Kelley.  How  would  it  be  possible  for  3,000  errors  to  cre^ 
into  the  pay  roll  there?  _ 

Mr.  Cash.  The  (iroton  Iron  Works?     I  want  to  correct  that, 
was  not  Maim  in  the  Groton  Iron  Works;  that  w^as  Mr.  StronpS 
diistrict. 

Mr.  Keli^ey.  How  would  jt  be  possible  for  3,000  errors  to 
into  a  pay  roll  covering  a  period  of  several  months,  without  its  bei 
ascertained  before  or  being  caught  before,  down  here  at  the  hea  -• 
quarters,  or  the  headquarters  in  Boston? 

Mr.  Cash.  How  long  a  period  do  you  mean  that  these  3,000  erro» 
crept  in ;  in  calculation  between  figures  ? 

Mr.  Kelley.  Oh,  every  sort  of  an  error.  Ts  there  no  check  up  c^ 
the  pay  rolls  that  would  catch  that? 

Mr.  Cash.  Whv,  yes;  the  resident  auditor  is  supposed  to  che^ 
that. 

Mr.  IvELLEY.  And  that  is  the  only  check  up  that  there  is? 

'Mr.  Cash.  Certainly.  He  is  on  the  job  there  and  is  supposed  t. 
check  the  pay  rolls  and  ().  K.  them,  sign  them. 

Mr.  Kelley.  And  there  would  be  no  other  way  to  catch  that  at  »J 
if  he  were  dishonest  and  made  these  errors  purposely? 

Mr.  Cash.  The  inspector  of  the  construction  department  wouW 
sign  this  account,  and  the  pay  roll  would  come  to  the  resident  auditor. 
There  could  be  collusion  between  the  two  of  them,  I  presume. 

Mr.  Kelley.  You  knew  that  the  auditing  in  the  Groton  Iron 
Works  plant  was  very  faulty,  did  you,  from  your  investigation? 
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Mr.  Cash.  Yes;  I  think  it  was,  in  both  the  Noank  plant  and  the 
-roton  Iron  Works,  both  of  them.  They  were  not  able  to  get  very 
igh-class  men,  you  know,  in  the  position  of  resident  auditors ;  they 
Bve  them  a  salary  of  from  $2,400  to  $3,000,  or  something  of  that 
ind;  that  would  not  get  a  very  high  type  of  man.. 
Mr.  Kellet.  The  Shipping  Board  fixed  the  salaries  of  the  auditors, 
id  they  not  ? 

Mr.  Cash.  Yes;  they  did;  and  that  was  one  of  the  weaknesses, 
D  my  personal  opinion. 

Mr.  Kelley.  But  they  coidd  have  paid  more  and  paid  enough  to 
uve  gotten  competent  help.  Was  this  not  one  of  the  most  important 
places  there  was  in  connection  with  the  manufacture  of  the  ships? 

Mr.  Cash.  Yes;  I  consider  it  so;  and  I  think  that  a  man  that  has 
the  entire  responsibility  of  a  resident  auditor  of  the  (Jroton  Iron 
Works  or  a  plant  of  that  size — they  could  not  get  a  man  that  was 
capable  for  less  than  $5,000  or  $6,000  a  year  instead  of  about  $2,000 
or  $3,000.    That  was  one  of  the  faults. 

The  Chairman.  Did  you  ever  hear  of  the  "black  book"  at  the 
various  shipyards? 

Mr.  Cash.  No,  sir. 

The  Chaibman.  Then  you  do  not  know  whether  there  was  a  book 
^hich  contained  an  itemized  list  of  every  bit  of  material  that  was 
«uppcKsed  to  go  into  a  ship,  which  was  checked  as  the  material  was 
iified  in  the  ship  and  returned,  showing  the  disposition  of  the  ma- 
terial? 

^  Mr.  Ca8h.  There  was  no  such  book  in  the  auditing  division,  if  that 
IS  what  you  mean. 

The  Chairman.  What? 

Mr.  Cash.  There  was  no  such  book  in  the  auditing  division  that 
I  ever  heard  of.  Do  you  mean  the  property  of  the  contractor  or  the 
property  of  the  auditing  division  ? 

The  Chairman.  The  Shipping  Board. 

Mr.  Cash  Well,  that  is  in  some  other  department — not  in  mine. 

The  Chairman.  But  in  all  your  visits  to  the  yards  in  your  dis- 

luf^  you  never  heard  of  any  such  book  as  that  ? 

jjfr.  Cash.  No,  sir. 

The  Chairman.  If  there  was  such  a  book,  Mr.  Cash,  you  would 
lave  run  across  that,  would  vou  not — don't  you  think? 

^-  Cash.  You  mean  in  checking  the  material  into  the  boat  ? 

The  Chairman.  Yes. 

Mr.  Cash.  Well,  I  didn't. 

The  Chairman.  No  ;  but  don't  you  think,  with  the  experience  you 
have  had  in  the  various  yards,  that  if  there  were  such  a  book  as  that 
you  would  have  run  across  it  ? 

Mr.  Cash.  Not  if  it  is  not  in  use  in  my  department  I  would  not 
he  so  apt  to  find  it,  I  don't  believe.  You  see,  I  had  nothing  to  do 
^ith  the  construction  end,  the  wood  ships  or  the  steel  ships — the 
actual  building  of  the  ships.  It  was  the  Auditing  Division  only 
ftat  I  had  to  do  with. 

The  Chaibman.  In  your  auditing  work,  if  there  were  such  a  book 
^  that  in  connection  with  the  actual  use  of  the  material 

Mr.  Cash.  The  only  thing  I  can  say  is,  I  never  saw  one,  never 
^rd  of  one. 
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The  Chairman.  I  am  asking  you  if  there  were  such  a  book  d 
you  think  you  would  have  run  across  it  in  these  yards  in  the  dist 
where  you  were  ? 

Mr.  Cash.  If  it  was  in  general  use  I  should  think  it  would  be 
fectly  natural  that-I  should  see  it;  yes,  sir. 

The  Chairman.  But  you  never  knew  there  was  such  a  book? 

Mr.  Cash.  I  never  knew  there  was ;  no. 

The  Chairman.  With  reference  to  the  Downey  shipyard,  wl 
you  said  you  thought  there  were  padded  pay  rolls,  do  you  recall 
the  method  of  financing  that  yard  had  to  be  changed  shortly  ai 
or  after  the  lapse  of  some  little  time  after,  the  awarding  of  the  • 
tract,  after  perhaps  two  or  three  progress  payments  had  been  mc 

Mr.  Cash.  Yes;  you  mean  moneys  adVanced;  you  mean  s 
change  ? 

The  Chairman.  Yes. 

Mr.  Cash.  I  believe  there  were,  yes;  although  I  do  not  remen 
just  what  the  details  were. 

The  Chairman.  Now  see  if  I  can  refresh  your  recollection.  ' 
Downey  yard  secured  a  contract  from  the  Shipping  Board,  and  a 
a  few  progress  payments  had  been  made  it  became  necessan 
change  the  method  of  financing,  because  the  Downey  Co.  was  unj 
to  carry  on  the  contract  under  the  original  method.  Don't  you  ki 
that  practically  that  was  the  situation,  after  they  had  gotten  stai 
on  their  contract? 

Mr.  Cash.  What  date  was  that,  about  what  date;  do  you 
member  ? 

The  Chairman.  Well,  it  was  not  very  long  after  the  contract 
awarded.    I  think  the  Downey  contract  was  awarded  in  July,  11 
this  might  have  been  within  three  or  four  months  after  that." 

Mr.  Cash.  You  see,  I  came  in  July,  1918 ;  the  latter  part  of  J 
1918. 

The  Chairman.  Oh,  you  did  not  come  until  a  year  after? 

Mr.  Cash.  No,  sir. 

The  Chairman.  How  many  times  did  you  visit  the  Downey  ph 

Mr.  Cash.  Oh,  I  presume  three  or  four  times  altogether.  " 

The  Chairman.  Do  you  know  of  your  own  knowledge  whet 
if  there  had  been  padded  pay  rolls  in  that  plant,  they  would 
have  been  caught  in  the  final  adjustment  and  settlement  with  th 

Mr.  Cash.  Oh,  that  is  very  hard  to  check  up  a  pay  roll  tht 
three  months  old,  for  instance,  or  four  months.  There  is  the  ti 
over  in  the  yard,  the  men  come  and  go;  if  you  have  1,000  men  w* 
ing  now  there  may  be  only  four  or  five  hundred  working  a  mc 
from  now  of  those  same  men,  yet  the  total  of  employees  wouk 
the  same.  It  is  very  hard  to  check  a  pay  roll  that  is  three  or  1 
months  old. 

The  Chairman.  While  vou  were  there,  did  vou  find  anv  instai 
of  men  in  the  yard  being  carried  upon  the  pay  roll 

Mr.  Cash.  DkI  I  personally  ?    No. 

The    Chairman    (continuing).  Who    had    previously    been 
charged  and  were  not  at  work  there  ? 

Mr.  Cash.  No;  but  bear  in  mind,  my  office  or  headquarters 
115  Broadway,  with  district  No.  1,  when  Mann  was  district  and 
there,  and  perhaps  three  or  four  days  in  the  week  I  would  be  in 
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me  office,  and  these  discussions  or  reports  would  come  in  from  the 
sident  auditor  or  some  other  one.  and  they  were  starting  men  down 
ere  to  make  special  audits,  and  1  would  go  through  the  work  when 
came  back,  read  it,  and  so  in  a  general  wav,  while  I  did  not  have 
lything  to  do  with  it  personally,  the  actual  work  in  the  yard,  yet 
was  cognizant  of  what  was  going  on  and  read  pretty  nearly  every- 
ing  in  the  office  there. 

The  Chairman.  I  just  do  not  understand  your  contention,  per- 
ips  I  might  call  it,  with  reference  to  the  actual  material  which  was 
i^uisitioned  out  of  the  warehouse  going  into  the  construction  of  the 
up.  You  would  not  have  a  representative  of  the  auditing  depart- 
lent  aboard  ships  ? 
Mr.  Cash.  No. 

The  Chairman.  Watching  that  material. 

Mr.  Cash.  Yes.  There  was  no  contention;  I  just  brought  up  my 
lersonal  opinion,  what  I  thought  of  it.    There  was  no  way  of  check- 

The  Chairman.  How  would  you  remedy  that  apparent  defect,  if 
wch  exists,  that  there  is  no  way  that  the  auditing  department  can 
ell  that  material  requisitioned  out  of  the  warehouse  actually  went 
nto  the  ship  for  which  it  was  intended? 

Mr.  Cash.  I  mean  not  only  that  it  went  aboard  the  ship,  but  was 
ised  in  the  ship. 

The  Chairman.  Yes;  how  would  you  remedy  that? 
^  Mr.  Cash.  Why,  it  would  have  to  be,  of  course,  by  absolute  con- 
idence  in  the  inspector:  take  their  signature  for  it,  etc.,  and  then 
:he  pang  foreman  or  whoever  it  is,  that  the  work  was  actually 
nstalled. 

The  Chairman.  Don't  you  know  that  was  just  what  was  done  in 
!very  yard  that  was  building  a  ship  for  the  Shipping  Board? 

Mr.  Cash.  Yes. 

The  Chairman.  That  they  reposed  confidence  in  the  chief  inspector 
nd  his  assistants  and  the  gang  foreman,  and  after  the  inspector 
massed  his  approval  upon  it,  certified  that  the  materials  taken  out 
f  the  warehouse  was  actually  used  in  the  ship,  or  if  it  was  n/)t  it  was 
ertified  as  surplus,  and  that  that  information  was  conveyed  or  trans- 
^  vc^^  to  the  auditing  department  ? 

^-  Cash.  Yes ;  that  was  the  method. 

!JJe  Chairman.  That  was  the  method  ? 

^-  Cash.  Yes,  sir;  in  the  majority  of  cases  that  I  know  of;  in 
act,  all  the  cases  that  I  know  of  that  was  the  method  tliat  was  to 
e  pursued. 

^^  Chairman.  Well,  was  it  pursued  ? 

^r-  Cash.  I  say  that  there  was  no  way  of  the  Auditing  Division 
J^owing  that  it  was  actually  used  in  the  ships.  Of  course,  they  took 
hese  signatures  for  it.  I  have  no  doubt  that  in  a  good  many  cases  it 
^as  not  so  followed  up. 

Jhe  Chairman.  Are  there  any  further  questions,  Mr.  Kelley  ? 

Mr.  Kellet.  You  spoke  about  large  quantities  of  lumber  being 
*^^ced  into  the  yard  in  Alexandria,  and  then  it  found  its  way  out 
^the  yard  into  houses  being  built  by  a  subsidiary  corporation. 

Mr.  Cash.  The  "  large  quantities  '^  were  18  cars,  as  1  remember  it, 
'at  went  through  the  yard  and  were  found  on  the  sidetracks  at  Rose- 
ouL 
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Mr.  Kelley.  Now,  just  explain  how  that  lumber  would  get  out, 
and  just  what  record  was  made  of  it. 

Mr.  Cash.  I  do  not  know  how  it  got  out.  It  was  found  there,  and 
that  was  all. 

Mr.  KELiJ-iY.  Somebody  just  happened  to  find  it? 

Mr.  Cash,  Yes,  sir. 

Mr.  Keli.ey.  I  suppose  somebody  had  tipped  the  auditors  off  that 
it  was  being  done? 

Mr.  Cash.  Possibly. 

Mr.  Keixey.  But  now  would  you  find  it  from  your  records,  that  k 
what  I  am  getting  at? 

Mr.  Cash.  Well,  the  lumber  would  be  checked  into  the  yard. 

Mr.  Kelley.  Yes;  checked  into  the  yard. 

Mr.  Cash.  But  how  it  was  gotten  out  I  do  not  know.  I  know  thit 
it  was  out,  and  I  know  it  was  on  the  sidetrack,  because  I  saw  iki 
cars 

Mr.  Kelley.  How  do  you  know  it  was  not  in  the  yard?  You  code 
not  tell.  Here  is  a  pile  of  lumber  there,  and  you  are  an  auditor 
vou  do  not  know  whether  there  is  10,000,000  feet  in  that  pile  of  lum 
ber  or  5,000,000.  Did  you  keep  an  inventory,  a  strict  inventory,  s 
as  to  know  exactly  what  amount  of  material  was  on  hand  at  an 
particular  da}^? 

Mr.  Cash.  I  i>resume  the  resident  auditor  did ;  yes. 

Mr.  Kelij^y.  Well,  did  he? 

Mr.  Cash.  I  say  I  pesume  he  did. 

Mr.  Kelley.  Is  there  a  single  yard  that  you  know  of,  in  any  <r 
these  districts,  where  an  auditor  could  tell  how  much  stuff  he  ha 
on  hand  of  every  kind  at  any  particular  time? 

Mr.  Cash.  That  is  a  pretty  broad  statement.  I  would  not  say  ths 
was  true  of  ever\i;hing:  no.  1  can  imagine  that  a  stock  of  lumb* 
might — they  might  not  know  exactly  to  a  thousand  feet  of  it  whs 
there  was. 

Mr.  Kelley.  Well,  they  ought  to  know  exactly  if  they  know  ata- 

Mr.  Cash.  The  book  records,  you  mean  ? 

Mr.  Kelley.  They  have  the  records  of  the  material  in. 

Mr.  Cash.  Yes. 

Mr.  Keixey.  And  the  requisitions  out? 

Mr.  Cash.  Yes;  and  the  balance  should  tally  what  is  in  the  yar 

Mr.  Kelley.  And  the  balance  should  be  in  the  stock? 

Mr.  Cash.  Yes.  Still,  as  an  actual  fact,  these  cars  did  go  throug 
and  went  out  onto  the  track. 

Mr.  Kelley.  And  no  record  to  show  they  were  not  in  the  stock? 

Mr.  Cash.  Undoubtedly  that  was  the  condition. 

Mr.  Kelley.  Now,  tell  me  how  that  could  be  done? 

Mr.  Cash.  Why,  it  was  just  done;  that  is  all.  They  were  brougl 
out  on  the  tracks  there. 

Mr.  Kelley.  Was  it  done  in  violation  of  the  record,  or  was  it  doi 
even  in  spite  of  the  fact  that  the  records  were  kept. 

Mr.  Cash.  It  must  have  been  in  spite  of  the  fact  that  the  recon 
were  kept.  I  saw  the  cars  on  the  track.  I  read  the  report  of  the 
in  the  department  of  investigation,  how  they  got  there,  and  I  kno 
from  Overend,  district  comptroller  there,  that  five  or  six  of  tl 
cars  were  sold  to  outside  parties  and  that  it  was  originally  going  f( 
ship  construction  in  the  Virgima  S\v\p\>\u\d\iv^  CoT^oT?.t\on  yards. 
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Ifr.  KsLUBT.  Let  me  ask  you  this  question  now:  From  your  in- 
^igation  in  these  three  districts,  did  those  in  charge  of  the  stock 

iw  at  any  particular  yard  how  much  material  they  had  on  hand 
fS.  any  particular  sort? 

Mr.  Cash.  You  mean  in  every  case?     I  could  not  answer  that 
^uestion^  whether  they  all  knew.    Some  were  faulty. 
^      Mr.  Kellet.  Were  the  books  so  kept  that  the  Government  knew 
l^jpft  any  particular  time  how  much  of  an  inventory  they  had  on  hand 
S'-of  any  particular  class  of  material  in  any  yard? 

Mr.  Cash.  I  think  in  a  great  manv  yards  it  would  \ye  verv  diffi- 

It  to  tell. 

Mr.  Kellet.  Your  observation  was  that,  in  the  case  of  lumber, 

at  was  pretty  largely  piled  outside? 

Mr.  Cash.  Not  only  lumber,  but  supplies  and  all  that. 
^  Mr.  Kellet.  I  know;  but  in  the  case  of  lumber  it  was  piled  out- 
ide,  and  people  helped  themselves  to  it  in  a  great  many  yards  i 

Mr.  Cash.  What  do  you  mean  by  peojde  helped  themselves? 

Mr.  Kellet.  Employees  of  the  yard? 

Mr.  Cash.  Employees  that  were  working  there ;  they  could  help 
themselves;  yes. 

Mr.  Kellet.  And  whether  that  was  used  upon  (iovernment  work 
or  private  work  was  a  matter  of  the  integrity  of  the  shipbuilder? 

Mr.  Cash.  In  my  personal  opinion,  yes. 

Mr.  Kellet.  And  not  the  bookkeeping  or  accounting  of  the  Gov- 
ernment? 

Mr.  Cash.  No. 

Mr.  Kellet.  That  is  what  you  are  swearing  to  now,  is  it? 

Mr.  Cash.  You  could  keep  an  account  of  the  lumber  and  still  some 
pody  could  go  and  take  the  lumber  and  make  no  account  of  it,  and 
it  would  not  show  on  the  books. 

Mr.  Kellet.  That  is  the  idea.  That  is  what  Mr.  Walsh  was  trying 
to  get  out  from  you. 

Mr.  Cash.  That  was  possible ;  yes. 

Mr.  Kellet.  That  if  it  was  requisitioned  out  of  the  stock  for  the 
purpose  of  going  upon  a  ship,  you  sjiv  vou  do  not  know  whether  it 
all  went  on  the  ship  or  not? 

Mr.  Cash.  Yes. 

Mr.  Kellet.  And  then  there  is  no  record,  if  it  did  not  go.  to  show 
whatliecataeof  it? 

Mr.  Cash.  No,  unless  somebody 

Mr.  Kellet.  Unless  somebody  what? 

Mr.  Cash.  O.  K'd  the  receipt  of  it  on  the  ship. 

Mr.  Kellet.  But  that  could  be  overlooked  ? 

Mr.  Cash.  That  could  be  overlooked,  or  they  might  sign  for  it  on 
w)ard  the  ship  and  still  not  use  it. 

Mr.  Keixet.  An  inspector  sometimes  had  many  ships,  did  he  not, 
to  look  after? 

Mr.  Oash.  Yes. 

Mr.  Kellet.  And  if  material  were  requisitioned  out  of  the  stock  tp 
go  upon  some  particular  ship  he  did  not  follow  that  material  up, 
did  he? 

Mr.  Cash.  No  ;  he  did  not.  ,       .  ,     ^  ^ 

^f.  Kellet.  He  did  not  know  in  manv  cases  that  it  ever  had  been 
r^uisitioned,  did  he? 
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Mr.  Cash.  No,  sir. 

Mr.  Kelley.  Or  that  he  was  expected  to  follow  it? 

Mr.  Cash.  That  is  true. 

Mr.  Kelley.  To  see  that  it  was  put  into  any  particular  ship.  B 
might  have  been  carted  off  from  the  warehouse  to  a  ship  being  built 
for  private  a'ccount? 

Mr.  Cash.  True. 

Mr.  Kellet.  And  it  might  be  used  and  an  inspector  never  have  an; 
further  knowledge  of  it  at  all? 

Mr.  Cash.  There  might  be  three  ships  on  the  w^ays,  and  it  would 
be  requisitioned  for  this  ship  and  used  on  that  ship. 

Mr.  Keixey.  Do  you  mean  there  was  no  bookkeeping  in  these  yards 
that  would  anywhere  catch  that? 

Mr.  Cash,   well,  the  entries  might  all  be  made.    I  wonder  if  you  get 
my  point  ?    The  entries  might  all  be  made  to  go  into  hull  No.  I  the ' 
entries  made  complete,  and  yet  it  might  not  be  used  for  hull  No.  1. 

Mr.  Kelley.  It  could  not  go  into  hull  No.  1  unless  the  inspector 
said  it  went  into  hull  No.  1? 

Mr.  Cash.  No  ;  he  would  sign  for  it  as  going  into  hull  No.  1. 

Mr.  Kelley.  Would  he  sign  for  it  sort  of  in  blank  as  goin<r  into 
No.  1,  l>ecause  he  had  so  many  ships  to  supervise  that  he  couM  not 
know  whether  it  went  in  there  or  not  ? 

Mr.  Cash.  And  it  might  be  hauled  over  there,  or  transported  to  hull 
No.  2 ;  that  is  what  I  mean.  The  records  would  be  complete,  to  show 
that  the  lumber  had  been  taken,  and  yet  it  might  have  been  put  on 
other  than  the  hull  that  it  was  signed  for.    Do  3^ou  see  what  I  mean  \ 

Mr.  Kelley.  I  am  not  sure  whether  I  do  or  not.  Who  makes  th« 
requisition  for  the  material  for  a  ship  ? 

Mr.  Cash.  You  mean  at  the  yard  ? 

Mr.  Kelij:y.  When  the  men  are  ready  to  put  a  piece  of  machiner 
in  place. 

Mr.  Cash.  The  foreman. 

Mr.  Kelley.  Which  is  to  come  out  of  the  storehouse,  who  makes  tli 
requisition  ? 

Air.  Cash.  The  foreman. 

Mr.  Kelley.  He  issues  a  slip? 

Mr.  Cash.   Yes. 

Mr.  Kelley.  Are  those  slips  preserved? 

Mr.  Cash.  Why,  I  presume  they  were  preserved.  * 

Mr.  ICelley.  I  know,  but  I  am  talking  about  your  inforinati* 
now. 

Mr.  Cash.  I  don't  know. 

Mr.  Kelley.  As  to  when  you  made  these  investigations,  do  yt 
know  whether  or  not  those  slips  were  preserved? 

Mr.  Cash.  No;  I  do  not  know. 

Mr.  Keli:ey^.  Well,  unless  they  were  preserved 

Mr.  Cash.  Of  course  there  would  be  no  record. 

Mr.  Kelij-^y  (continuing).  There  would  be  no  record  of  the  requ 
sition  ? 

Mr.  Cash.  Naturally,  but  each  storehouse  keeper  is  supposed 
keep  a  book,  and  keep  all  these  requisitions  that  come  in,  and  s»i  i 
posed  to  file  them  away. 

Mr.  Kelley.  You  were  in  the  auditing  department  for  sever 

months  ? 
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'Mt.  Cash.  Yes. 

Mr.  Kellet.  And  I  am  asking  you  whether  or  not,  as  a  matter  of 
practice,  these  foremen's  slips  were  preserved? 

Mr.  Cash.  They  should  have  been :  yes. 

Mr.  Keluey.  I  know  they  should  have  been,  but  I  am  asking  you, 
Fere  they? 

Mr.  Cash.  Well,  I  can  not  tell  you  whether  they  were  or  not. 

Mr.  Kelley.  Those  slips  should  be  attached  to  the  vouchers,  should 
Oiey? 

Mr.  Cash.  No. 

Mr.  Kellet.  Before  payment  is  m^de? 

Mr.  Cash.  No. 

Mr.  Kelley.  ^Tiere  are  they  kept? 

Mr.  Cash.  They  are  kept  in  the  warehotlse,  I  say. 


Mr.  Kelixy.  They  are  kept  there  ? 
Mr.  Cash.  Yes ;  part  of  the 


part  of  the  records  of  the  warehouse. 

Mr.  Kelley.  They  would  not  be  some  of  the  supi)orting  evidence 
that  the  Treasury  Department  requires? 

Mr. Cash.  No;  they  would  not.    I  never  saw  one  of  them  attachiMl 
r  to  vouchers. 

Mr.  Kelley.  But  they  should  be  kept  on  file 

Mr.  Cash.  In  the  warehouse. 

Mr.  Kelley.  In  the  warehouse? 

Mr.  Ca.sh.  Yes;  the  same  as  pay  rolls,  for  instance,  are  not  attached 
to  a  voucher;  the  pay  rolls  paid  in  the  yard  are  not.     The  pay  rolls 
•re  kept  in  the  yard,  of  coui-se,  and  the  amount  vouchcred  by  the  resi- 
■  dent  auditor,  si^ed  by  the  contractor  and  the  rebident  autlitor. 

Mr.  Kelley.  Now,  if  they  ordered  lumber  or  material  for  one  ship 
•nd  put  it  on  another,  then  they  would  create  a  surplus  there  at  some 
time  or  other,  would  they  not,  which  would  account  for  the  transfei 
of  lumber  from  one  ship  to  another? 

Mr.  Cash.  How  would  they  create  a  surplus? 

Mr.  Kelley.  Well,  you  would  finally  reach  a  point  where  you 
would  l)e  ordering  lumber  where  you  did  not  have  any  ship  to  put 
it  in. 

Mr.  Cash.  Yes;  if  one  of  those  ships  happened  to  be  a  private 
contract;  yes.  You  know  what  I  mean  by  a  private  contract  of  the 
shipbuilder? 

Mr.  Kelley.  Yes. 

Mr.  Cash.  Certainly,  then  there  would  be  a  shorta<re  of  lumber. 

Mr.  Kelley.  What'special  hnrm  would  it  do  if  they  did  ship  the 
lumber  from  one  ship  to  another  ? 

Mr.  Cash.  I  do  not  know  that  there  would  be  any  particular  harm, 
jwpt  in  progress  payments  or  anything:  of  that  kind.  It  mi^ht 
have  an  effect  there.     "  '  ... 

Mr.  Kelley.  Oh,  yes;  it  miirht  shorten  the  time  within  which  pny- 
inents  were  to  be  made. 

Mr.  Cash.  Possibly.  .,      ^    . 

^^^If.  Kelley.  If  they  demanded  more  material  and  ^ot  it  out    ^nto 
tile  yard. 

\/'  ^^^^'  To  that  extent;  yes.  .      ,,        ^ 

.«^KLLEY.  Do  vou  kuow  whether  that  ever  was  actnall>    c\one 
>r  not  ? 
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■  MM.  ^^X  ^H  \fm 

The  Chairman.  Who  appointed  you, 
Mr.  Cash,  (iordoii  Wilson,  or  Dickii 


Mr.  Cash.  1  do  not  know.  I  do  not  have  in  mind  any  partici 
instance.  Of  course,  if  it  was  a  private  contract  it  would  be  enti 
different. 

Mr.  Cash? 
Dickinson,  I  believe,  was  the  fi 
man  w  ho  sent  for  me. 

The  Chairman.  Sir? 

Mr.  Cash.  Dickinson  w^as  assistant  general  auditor.  Mr.  Goi 
Wilson,  I  believe,  confirmed  my  appointment. 

The  Chairman.  And  did  you  resign? 

Mr.  Cash.  I  did;  yes,  sir.    • 

The  Chairman.  A  year  ago  in  September? 

Mr.  Cash.  Yes,  sir ;  of  my  own  free  will  and  accord. 

The  Chairman.  Your  resignation  was  not  asked  for? 

Mr.  Cash.  Absolutely  not ;  no,  sir. 

The  Chairman.  Were  you  at  all  times  attached  to  the  auditing 
department  ? 

Mr.  Cash.  Always. 

The  Chairman.  Did  you  ever  make  reports  to  the  bureau  of 
plant  protection? 

Mr.  Cash.  Yes. 

The  Chairman.  Or  the  department  of  investigation? 

Mr.  Cash.  Yes;  I  worked  in  connection  with  them,  but  hardlj 
reported  to  them.  I  would  make  a  report  to  Gordon  Wilson,  and 
ven^  often  sent  copies  of  my  reports  to  them. 

The  Chairman.  What  would  be  the  occasion  of  your  reprtiny 
to  them,  the  plant  protection  bureau  or  the  department  of  mvesti- 
gation  ? 

Mr.  Cash.  Well,  in  some  of  my  investigations,  through  Grordon 
Wilson  to  Mr.  McLeod,  the  head,  they  would  detail  one  or  two  men 
to  work  w^ith  me,  sometimes  three ;  and  we  three  or  four  would  go  out 
onto  the  job,  and  w^e  would  ferret  out  what  we  could,  and  the  report 
would  come  in  and  I  would  generally  report  to  him,  and  naturally 
having  two  or  three  of  their  men  along  with  me  I  would  send  a  report 
in  to  them,  the  department  of  investigation. 

The  Chairman.  That  is,  as  to  irregularities  or  things  that  ougW 
to  be  looked  into  ? 

Mr.  Cash.  As  to  irregularities;  yes,  sir.  And  there  might  have 
been  something  of  the  same  kind  happen  before,  that  the  auditing 
division  had  nothing  to  do  with,  that  the  department  of  investiga- 
tion had  unearthed,  and  I  would  go  in  and  read  the  files  on  that  before 
I  started  out;  so  I  was  pretty  generally  informed. 

The  Chairman.  You  were  informed  sometimes  before  you  went 
as  to  irregular  practices  prevailing,  and  sometimes  you  got  your 
information  after  yon  visited  the  plant,  in  which  case  you  wouW 
refer  it  to  the  proper  department? 

Mr.  Cash.  ^  es,  sir. 

The  Chaiioian.  The  plant  protection  or  the  bureau  of  investiga- 
tion? 

Mr.  Cash.  Yes,  sir. 

The  Chairman.  Then,  as  a  matter  of  fact,  you  did  very  little 
auditing  at  all. 

Mr.  Cash.  Actual  auditing;  yes,  sir;  very  little  actual  auditing. 


SHTPPING  BOAKD  OPERATIONS.  2847 

ie  Chaibman.  Well,  was  not  that  unusual  in  your  case  ? 

r.  Cash.  I  do  not  think  so,  under  the  circumstances.    Why,  what 

ou  mean?    Unusual? 

le  Chairman.  Do  not  traveling  auditors  usually  audit? 

'.  Cash.  Well,  the  title  would  lead  you  to  suppose  so ;  yes,  sir. 

e  Chairman.  Well,  do  they  not  as  a  matter  of  fact;  do  you 

'  of  any  other  traveling  auditor  that  did  the  same 

•.  Cash.  Did  the  same  kind  of  work  as  I  do  ? 

e  Chahiman.  Yes,  sir. 

'.  Cash.  Not  for  the  Fleet,  that  I  know  of;  no,  sir. 

e  Chairman.  So  while  you  had  the  title  of  traveling  auditor, 

vere  sort  of  an  investigator  in  a  sense  ? 

'.  Cash.  Investigator ;  a  sort  of  a  business  representative  in  tak- 

he  place  of  Gordon  Wilson  in  the  field,  I  believe  is  about  the 

it  was  put.    That  was  the  thorough  understanding  before  I  went 

the  Fleet.    I  did  not  seek  the  position. 

e  Chairman.  You  were  a  sort  of  personal  representative  of  Mr. 

on  Wilson? 

•.  Cash.  And  Mr.  Bender;  yes,  sir. 

e  Chairman.  Did  you  have  authority  to  order  changes  in  the 

ods  of  auditing  or  accounting  at  the  various  yards? 

\  Cash.  No  ;  i  was  to  take  it  up  with  the  district  auditor,  as  the 

may  be,  and  if  the  changes  were  not  made  they  were  reported  to 

uperior,  of  course,  Mr.  Gordon  Wilson.    I  had  no  autnority  to 

or  fire  or  change  methods  in  the  office,  simply  to  pass  on  them 

report,  and  if  we  could  not — we  never  had  any  friction,  though, 

een  myself  and  the  district  auditors. 

le  Chairman.  You  say  you  had  a  thorough  understanding  with 

Wilson  at  the  time  you  took  this  position  ? 

p.  Cash.  That  I  was  not  a  certified  public  accc^ntant,  or  had 

3  accountancy  my  profession. 

le  Chairman.  But  you  felt  that  you  had  experience  and  ability 

gh  to  detect  improper  practices? 

r.  Cash.  Yes. 

le  Chairman.  Or  irregularities? 

•.  Cash.  Yes. 

e Chairman.  Even  though  they  had  to  do  with  accounting? 

'.  Cash.  Yes. 

e  Chairman.  Or  lax  or  defects  in  the  system  ? 

.  Cash.  Yes. 

e  Chairman.  Have  you  anything  further,  Mr.  Kelley  ? 

.  KeiAjEY.  Under  the  system  of  bookkeeping  in  use,  was  the 

g  of  material  from  a  storehouse  to  a  contractor  done  immedi- 

on  the  shipment  of  the  material  ? 

Cash.  No;  as  I  have  remembrance,  there  was  quite  a  lot  of 
srork  to  be  done ;  they  were  behind  several  months  in  it  when  I 
le  Fleet,  I  believe. 

Kelley.  You  mean  that  the  contractor  would  not  get  the  bill 
s  supplies  for  several  months  after  the  goods  were  shipped? 
Cash.  I  believe  thev  were. 

Kelley.  Well,  how   could   settlements  be   made    with   con- 
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Mr.  Cash.  Well,  they  were  behind  in  that  building,  as  an  actittlj 
fact,  I  know. 

Mr.  Kelley.  As  many  as — how  many  months  ? 

Mr.  Ca6h.  Memory  says — mark  you,  this  is  a  lot  of  guesswcai,] 
may  I  repeat — I  should  say  two  or  three  months  would  be  notl 
unreasonable,  in  a  good  many  cases. 

Mr.  Kelley.  And  the  yard  would  not  have  the  bill  of  lading  h 
three  or  four  months  after  the  goods  had  been  shipped? 

Mr.  Cash.  What  do  you  mean,  the  bill  of  lading?    You  meanthi] 
materials  purchased  from 

Mr.  Kelley.  The  invoice  of  materials ;  or  does  that  go  along  witkj 
the  goods  ? 

Mr.  Cash.  Do  you  mean  the  material  brought  from  where? 

Mr.  Kelley.  "No  ;  from  the  Government  to  one  of  these  contractoB;| 
from  a  storehouse  ? 

Mr.  Cash.  Well,  the  storehouse  located  in  the  yard? 

Mr.  Kelley.  Not  always,  were  they? 

Mr.  Cash.  You  mean  Wilsons  Point,  for  instance? 

Mr.  Kelley.  I  do  not  know  about  Wilsons  Point,  but  anv  other 
point  ? 

Mr.  Cash.  Wilsons  Point  was  a  storage  warehouse  that  was  be 
hind  with  their  billing,  I  know. 

Mr.  Kelley.  How  far  behind  were  they  ? 

Mr.  Cash.  Several  months. 

Mr.  Kelley.  Just  what  do  you  mean  by  "  behind  in  their  billing"! 

Mr.  Cash.  The  goods  had  been  shipped  and  had  not  been  billed. 

Mr.  Kelley.  And  the  Government  representative  at  the  yard  to 
which  it  had  been  sent  would  have  no  invoice,  then,  you  mean? 

Mr.  Cash.  Naturally. 

Mr.  IvELLEY.^Of  the  goods  as  they  came  in? 

Mr.  Cash.  In  that  case  that  would  be  true ;  yes,  sir. 

Mr.  Kelley.  How  could  he  check  those  up  to  know  whether  the 
goods  that  had  been  sent  w^ere  delivered  ? 

Mr.  Cash.  In  those  circumstances  there  is  no  way  that  he  coiild 
check  until  he  got  an  invoice,  I  presume. 

Mr.  Kelley.  Do  you  mean  to  say  it  was  a  general  practice  ? 

Mr.  Cash.  No ;  I  do  not  say  it  was  a  general  practice.    I  am  talk- 
ing about  this  particular  instance  at  Wilsons  Point  now. 

Mr.  Kelley.  I  know,  but  you  did  say  it  was  no  uncommon  thing 
for  the  invoice  to  be  three  or  four  months  behind  the  delivery  of  the 
goods.    That  being  the  case,  how  could  the  local  representative  at  the  i 
yard  check  those  goods  as  they  came  in?  ♦  ' 

Mr.  Cash.  AVell,  the  only  way  he  could  do  would  be  to  count  them, 
I  siHDpose,  and  take  an  inventory. 

Mr.  Kelley.  Make  an  invoice  of  what  came  in? 

Mr.  Cash.  Yes. 

Mr.  Kellj:y.  Well,  did  he  do  it? 

Mr.  Cash.  Well,  I  don't  know  whether  he  did  or  not,  in  all  cases. 

Mr.  Kelijsy.  You  were  a  traveling  repi'esentative  of  the  account- 
ing department? 

Mr.  Cash.  Yes. 

Mr.  Kelley.  And  then  would  that  statement  which  he  made  be 
afterwards  compared  with  the  invoice,  to  see  whether  everything 
had  come  through  or  not? 
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£r.  Cash.  Very  often  it  might  be;  I  should  think  it  would  be  good 
iness. 

Ir.  Kelley.  And  it  mi^ht  not  be  ?  • 

Ir.  Cash.  It  might  not  be.    I  should  think  that  would  be  so ;  yes. 
Ax,  Kelley.  Then  the  fact  is  that  the  goods,  as  they  came  into 
se  different  contractors'  yards,  might  not  be  checked  at  all,  because 
Government  representative  there  did  not  have  the  invoice  and  did 
)  know  what  was  supposed  to  be  sent;  is  that  a  fact? 
Mr.  Cash.  Well,  if  ne  did  not  have  an  invoice  he  could  not  check 
I  suppose. 
Mr.  Kellet.  And  these  invoices  were  three  or  four  months  he- 


ld the  shipments,  approximately  'i 
Mr.  Cash.  I  do  not  sav  everv  invoi< 


say  every  invoice  was,  but  a  good  many  of  them ; 
3.  Do  not  put  any  words  in  my  mouth  that  I  do  not  use. 
Mr.  Kfjjley.  I  know ;  I  am  not  trying  to  put  words  in  your  mouth. 
Mr.  Cash.  And  I  ain  trying  to  tell  just  exactly  the  truth. 
Mr.  Kelley.  But  you  say  it  was  no  uncommon  thing  for  that  to 
ppen? 

Mr.  Cash.  I  was  referring  particularly  then  to  Wilsons  Point.  I 
ow  they  were  away  behind  in  their  billing;  I  know  there  was  a 
xl  deal  of  talk  about  it. 

tfr.  Kelley.  I  am  asking  you,  when  the  situation  exists 

^ir.  Cash.  And  the  record  of  all  that  is  there  and  can  be  had. 

fe  Kelley.  I  am  asking,  when  that  situation  exists,  of  the  in- 

ces  three  or  four  months  behind  the  shipments,  how  the  Govern- 

nt  is  going  to  check  that  when  the  goods  are  delivered? 

Jr.  Cash.  Yes. 

Jr.  Kelley.  They  can  not  do  it,  can  they  ? 

ir.  Cash.  No;  that  would  be  impossible,  unless  it  was  some  big 

ide,  or  something  of  that  kind — a  piece  of  machinery — they  know 

5  there. 

fr.  Kelley.  And  then,  in  settling  with  the  contractor  from  time 

ime,  stich  settlements  had  to  await  the  arrival  of  the  invoice? 

[r.  Cash.  Had  to  await  the  arrival  of  the  invoice;  yes.     One  of 

biggest  distributing  points  is  that  Wilson  Point  warehouse,  is  it 

one  of  the  largest  you  know  ? 

r.  Kelley.  Yes. 

r.  Cash.  Well,  don't  you  know  it  is  an  actual  fact  for  three  or 

'  months  billing  was  behind  that  much  ? 

r.  Kelley.  You  are  not  asking  me,  are  you  ? 

r.  Cash.  I  know  I  should  not  ask  you  that.     It  was  the  fact. 

r.  Kelley.  It  does  not  make  much  difference  what  I  know  or 

b  I  do  not  know,  particularly. 

r.  Cash.  It  was  the  fact ;  I  had  nothing  to  do  with  Wilson  Point 

11,  of  course. 

r.  Kelley.  Did  you  not  put  in  the  system  of  accounting  down 

3? 

p.  Cash.  I  did  not. 

p.  Kelley.  Did  you  modify  it  in  any  way  ? 

p.  Cash.  No,  sir. 

p.  Kelley.  Or  make  any  suggestions  as  to  how  it  should  be 

iied? 

177068— 20— i*T  7 22 
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(The  statement  referred  to  by  the  witness  is  as  follows:) 

Dr.:  Downey  ShipbiiUding  Corp'n.     In  avct.  with   The  Corn  Exchanffe  E 
\('tr  York.     Cr.:  Staten  Inland  Branch,  Netc  Brighton,  S.  I. 

1917. 

July  25,  balance  (opened) $25, <X 

July  31,  balance 15,8S 

August,  31,  balance 19. 4< 

September  30,  balance 8,7^ 

October  31,  overdraft 18 

November  30,  balance 2,62 

Deccniher  31,  lml;jnce_ 7,4'i 

1918. 

January  31,  balance 2,49 

February  28,  balance 21.50 

March  31,   balance 4,31 

April  30,  balance 2,31 

May  31,  balance i.    3,03 

June  30,  balance 7,88 

Ju  y  31,  biilnnce 1,20 

August  31,  balance 11,2} 

September  30,  balance 2.JJ3 

October  31,  balance 14,5;] 

November  30,  balance 10,04 

December  31,  balance 9.83 

1919. 

January  31,   balance 7,21 

February  28,  balance 38.  H 

March  17,  balance 7,iVl 

March  18,  balance 7,5^ 

The  Chairman.  You  have  handed  me  also  a  sheet  headed  "'  Dov 
Shipbuilding  Corporation,  in  account  with  the  Corn  Exchange  B 
New  York,  Main  Branch,  Beaver  and  William  Streets,  New  ^ 
City,  N.  Y.,"  beginning  with  July  20,  1917,  down  to  March  18, 1 
inclusive. 

Mr.  Malmar.  Yes,  sir. 

(The  statement  referred  to  by  the  witness  is  as  follows:) 

Dr.:  Doirney  Shiphuildino  Corp'n.     In  acct.  toith  The  Com  Exchange  1 
A .  V.    Cr.:  Main  Branch,  Beaver  and  William  Streets,  N.  T,  City,  .V.  T 

1917. 

July  20,  c/o  opened $50,  a 

July  31,  balance 12,0 

Aujrust  31,  balance 13.3' 

September  29,  balance 13,  H 

October  31,  balance 13,9' 

November  30,  balance 10, 3J 

December  31,  balance 60,0 

1018.  • 

January  31,  balance 53, 3i 

February   1^8,    balance 26,91 

March  30,  balance 54, 5< 

April  30,  balance 65,8^ 

May  31,  balance '_ 45,3! 

June  30,  balance 22, 8i 

July  31,  balance 4,8* 

AuMnist  31,  balance 9,91 

September  30,  balance » 14,81 

October  31,  balance 54, 8( 

November  30,  balance 14,2 

December  31,  balance 8,K 
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1919. 

nuary  31,  balance , $30,  ()8l.  30 

Imiary  28,  balance ^ 8,954.80 

Iwh  18,  balance 10,965.18 

The 


to  March  18, 1919,  inclusive. 
SlCr.  Malmar.  Yes,  sir. 
^(The  statement  referred  to  by  the  witness  is  as  follows :) 

w,: Dotrtiep  Shipbuilding  Corp'n,  special  n/c.  In  acct.  with  the  Com  tJ.r(hnnf/e 
BatO:,  \.  Y.  Cr.:  Main  Branch,  Bearer  and  William  StreetM,  Xetc  York 
Cit9,  V.  V. 

IftlT. 

ROMt  14,  a^c  opened-- $4,063.24 

8li8t  31,  bnlance 6.5,6S3.01 

IMtember  29,  balance 41,155.57 

tober  31,  balance 78,629.92 

mnber  30,  balance 20,095.40 

oember  31,  balance 30,558.20 

1918. 

luary  31,  balance 825.62 

>ruar>'  28,  balance 32,613.08 

rch  30,  balance 1, 989. 15 

HI  30,  balance 16,436.89 

J  31,  balance 1,026.76 

le  30.  balance 2,268.87 

ly  31,  balance 6, 025. 94 

inist  31,   balance 13,616.42 

[itehiber  30,  balance 66,598.24 

tober  31,  balance.' 35,779.25 

Tember  30,  balance 85,845.98 

cetnber  31,  balance 19,  251. 07 

1919. 

nuary  .31,  balance 4, 417.  74 

•bniary  28,  balance 4,417.74 

irch  18,  balance 417.  74 

The  Chairman.  You  have  handed  me  also  sheet  headed  ''  Downey 

iuobuilding  Corporation,  salary  acct.     In  account  with  the  Corn 

xrhanpe  Bank,  New  York,"  same  address,  beginning  July  31,  1917, 

)wn  to  March  18, 1918^  apparently  that  is? 

Mr.  Malmar.  No  ;  that  should  be  1919,  you  see. 

The  CHAiRaiAX.  I  see ;  but  it  does  not  say  so. 

Mr.  Malmar.  Will  you  permit  me  to  correct  that? 

The  Chairman.  Yes;  if  you  will  correct  it  with  ink. 

(Mr.  Malmar  made  the  correction  noted.) 

The  Chairman.  Down  to  March  18,  1919,  inclusive? 

Mr.  Malmar.  Yes,  sir. 

Dr:  Downey  Shiphuilding  Corp'n,  salary  account.  In  aat.  n:\iU  the  Corn  Ex- 
change Bank,  N.   Y.,  Cr:  Main  branch,  Bearer  and   MHWam   Streets,   Xeit? 

York  City,  N,  Y, 

1917. 

Bly  31,  account  opene<l *- .$14,054.70 

OffU8t  31,  balance 4,540.32 

eptember  20,   balance 4.403.32 

etober  31,  balance 0.  84S.  S« 

ftveinber  30.  balance 4,041.  (>(* 

Bcember  31,  balance 1,  (>2r>.  (jo 
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1918. 

January   31,   balance H»H1 

February  28,  balance 4,641 

March  30,   balance IM 

April   30,  balance 1,20( 

May  31,  balance 3,20i 

June  30,  balance 1,20! 

July  31,  balance .--  3.2U 

Aujjust  31,  balance 3,20 

Septeml>er  30,  balance 2,3" 

October  31,  balance \W 

November  30,  balance 4,1( 

December  31,  balance 4.1( 

1919. 

January   31.  balance 4.K 

February   28.   balance 

March  18,  balance 

The  Chairman.  You  have  handed  me  also  sheet  marked  ''  Do 
Shipl)uildin^  Corporation,  retroactive  pay  roll,  in  account  witi 
Corn  Exchange  Bank,  New  York,"  same  address,  beginning  Ai 
9,  1918,  down  to  March  18,  1919. 

Mr.  Malmar.  Yes,  sir. 

The  statement  referred  to  by  the  witness  is  as  follows : 

Dr:  Doimey  Shipbuilding  Corp'n,  retroactive  pay  roll,  in  aecaunt  irff/i  th 
Exchange  Bank,  New  York,  Cr:  Main  branch.  Beater  and  William  S 
Xeir  York,  N.  Y. 

1918. 

Aujnist  9,  a/c  opened »S27, 

August  31,  balance 27. 

September  30.   balance , '^• 

Oct<»ber  31,  balnnce ^' 

November  30,  balance 4. 

December  31,  balance 2, 

1919. 

January  31,  balance '^•> 

February   28.   balance 2' 

March   18.  balance - 

Mr.  Malmar.  There  is  the  account  of  Wallace  Downey,  pre? 


pre 


in  the  Staten  Island  branch  [producing  a  further  paper]. 

The  Chairman.  This  sheet  is  marked  "  Wallace  Downey, 
and  president,  special,  in  account  with  the  Corn  Exchange  Bank 
York,  Sta ten  Island  branch.  New  Brighton,  S.  I.,"  from  Ju 
1918,  down  to  March  18,  1919. 

Mr.  Malmar.  Yes,  sir. 

(The  statement  referred  to  by  the  witness  is  as  follows:) 

/>;•     Walla^^e   Doirney,   preMdent   and   president,   special,   in  account  tc\ 
Corn  Exchange  Bank,  Xetc  York,  Cr.     Staten  Island  branch.  New  Bt 

S.  I. 

1918. 

June  15.  balance  (oi>ened) ^' 

June  30,  balance -' 

July  31,  balance. ^ 

Au^just  31,  balance |J 

September  30.  balance - 

October  31,  balance ^ 

November  30,  balance ^ 

December  31,  balance ^ 
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.alance .' U.  434.  50 

balance ! 1, 155. 50 

ilance 876.60 

ance 876.50 

viAR.  Also  the  Wallace  Downey  personal  account  in  our 

anch  [m*oducing  paper]. 

RMAN.  This  sheet  is  marked  "  Wallace  Downey,  in  account 

)rn  Exchange  Bank,  New  York,  terminal  branch,"  from 

>17,  to  March  18,  1919,  inclusive. 

»iAR.  Yes,  sir. 

ement  referred  to  by  the  witness  is  as  follows:) 

Wallace  Dowmey  in  ac&t  with  the  Com  Exchange  Bank,  Cr, 

Terminal  Branch, 

1917. 

ance $47,  736. 21 

ance 39, 710. 05 

nee 1 36, 990. 37 

nee 5, 824. 53 

mce 955.48 

nee 6,  487.  64 

Ilance 1, 176. 14 

.  balance ^ 2, 331. 16 

ilance ^ 3, 231.  50 

,  balance 2. 261. 16 

balance 2,  Oil.  42 

1918. 

)alance 1, 284. 35 

balance 996.57 

lance 2,  536. 67 

ince 2, 172. 93 

nee -—  4,  551. 36 

ince 934.08 

ice 8, 972. 98 

Ilance 11, 106.  76 

I,  balance 223.  38 

ilance 2,  330. 38 

,  balance 1, 445. 94 

.,   balance 1. 86 

1919. 

>alance 718.94 

balance 1, 864. 56 

lance 11. 414. 42 

lance 808.02 

[RMAN.  Those  are  the  only  accounts  you  have? 

MAR.  That  is  all  the  accounts  we  have. 

iRMAN..Have  we  asked  for  any  accounts  of  Mr.  Tucker 

MAR.  No,  sir. 

iRMAN.  Is  that  all  we  asked  for? 

MAR.  You  asked  me  to  find  out  about  the  loans  that  we 

people,  and  I  have  memoranda  of  them.  I  did  not  ex- 
them  with  you,  but  I  can  answer  any  questions  concern- 
lade  to  Mr.  Downey  or  the  Downey  Shipbuilding  Corpo- 
have  these  in  memorandum  form.     I  did  not  expect  to 

with  you. 

iRMAX.  If  you  will  give  us  a  list,  referring  to  the  memo- 
at  will  be  sufficient 
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Mr.  Malmar.  Ix)ans  to  the  Downey  Shipbuilding  Corporation:  Oa 
March  3,  1919,  we  loaned  them  $96,400,  secured  by  Liberty  boni. 
This  loan  was  for  account  of  their  employees.  There  were  paymente 
made  periodically,  the  final  payment  being  made  on  January  28, 
1920.  That  final  payment  was  made  by  selling  the  remainder  of  the 
bonds  in  our  possession,  under  instructions  from  them,  and  applying 
it  to  the  payment  of  the  balance  of  the  loan. 

On  October  3,  1918,  we  made  a  loan  of  $240,023.44.  This  also  v« 
secured  by  Liberty  bonds,  for  the  account  of  the  employees.  There 
were  payments  made  periodically  on  that,  and  the  final  payment  made 
on  December  30, 1919,  that  final  payment  being  effected  the  same  vay 
as  the  other,  in  the  selling  of  the  balance  of  the  bonds  in  our  posses- 
sion. 

We  made  one  loan  to  the  Downey  Shipbuilding  Corporation  on 
July  23,  1919.  We  loaned  them  $65,000  for  a  period  of  five  days;  it 
was  paid  on  July  28, 1919.  That  was  loaned  to  them  in  order  to  take 
care  of  their  pay  roll,  as  we  understood  it. 

We  made  the  following  loans  to  Wallace  Downey  personally:  At 
our  Staten  Island  branch,  on  October  31,  1918,  we  loaned  him  $19,- 
201.88,  secured  by  Liberty  bonds.  On  January  29,  1919,  we  loaned 
him  $18,718.69,  secured  by  Liberty  bonds.  There  were  small  pay- 
ments made  during  the  year  1919  on  these  loans,  and  the  final  pay- 
ment made  December  31,  1919. 

Loans  to  Mr.  Downey  personally  at  our  terminal  branch : 

On  February  16, 1917,  we  loaned  him  $7,500  on  his  own  note,  which 
was  paid  on  March  16,  1917.  On  February  16,  1917,  we  discounted 
the  note  of  the  Century  Steel  Co.  of  America  (Inc.)  for  $2,802.93. 
This  note  was  paid  at  maturity  on  April  17, 1917.  On  May  29, 1917, 
we  loaned  Mr.  Downey  $20,000  on  his  own  note;  this  note  was  re- 
newed in  part  every  30  days  thereafter,  showing  deductions  of  $1,000 
or  $500  or  $250.    'the  balance  of  the  note,  amounting  to  $2,000,  \92& 

Said  on  September  15,  1919.  On  October  23,  1918,  we  loaned  Mr. 
>owney  $2,400,  against  collateral  of  $2,700  in  fourth  Liberty  loan 
bonds.  On  January  31, 1919,  we  renewed  this  loan  for  $2,000 ;  that  is, 
he  reduced  it  $400.  We  still  carry  this,  or  at  least  we  carried  this 
loan  until  August  9,  1920,  when  we  increased  it  to  $3,000,  and  sjc- 
cepted  $2,000  of  Victory  Liberty  loan  notes  as  additional  collateral. 

That  is  complete,  Mr.  Chairman. 

The  Chairman.  I  show  you  this  sheet  marked  "  Downey  Shipbuild- 
ing Co.,  special  account,"  and  ask  you  if  the  seventh  item  there  should 
not  have  the  vear  1918  after  it? 

Mr,  Malmar.  Yes,  sir;  it  should  have.    Shall  I  correct  that? 

The  Chairman.  If  vou  wish  to  correct  that. 

ft.' 

Mr.  Malmar.  I  would  like  to  do  so. 
(The  correction  was  made.) 

The  Chairman.  Have  you  any  questions,  Mr.  Kelley?  I  think 
that  is  all,  Mr.  Malmar. 

(At  this  point  the  committee  took  a  short  recess.) 

TESTIMONY  OF  MR.  EGBERT  I.  LAGGREN— Recalled. 

The  Chairman.  Mr.  Laggren,  when  you  were  secretary  of  the  can- 
cellation and  claims  board  did  you  make  minutes  of  transactions  of 
tJje  board? 
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3GREN.  When  I  first  went  there  as  assistant  secretary  they 

em  of  keeping  verbatim  recorda    We  had  court  reporters 

ploy  of  the  Fleet  Corporation  who  alternated  and  took 

records  of  the  minutes. 

AiBMAN.  That  was  when  you  went  there  as  assistant? 

K}R£N.  Yes,  sir. 

AIRMAN.  And  was  that  continued  when  you  became  secre- 

xiREN.  That  was  discontinued  when  tbe  board  moved  to 
m. 

AIRMAN.  So,  of  matter  coming  before  that  board  in  Wash- 
verbatim  records  were  kepti 
K3REN.  No,  sir. 

tViRMAN.  Were  any  records  or  minutes  of  the  meeting  kept  i 
lOREN.  Yes,  sir. 
AIRMAN.  Who  kept  them? 

SGREN.  An  assistant  secretary  was  present  at  all  meetings 
)efore  him  a  calendar  of  all  matters  to  be  discussed  at  the 
Each  board  member  had  a  book  before  him  containing 
tiled  for  by  the  calendar.  As  each  case  was  discussed  and 
1  the  assistant  secretary  took  notes,  and  after  leaving  the 
)repared  a  resolution  of  everthing  discussed  whicli  re- 
inal  action,  and  if  it  did  not  result  in  final  action  a  short 
the  discussed  was  typed  and  kept  right  in  our  minute  book. 
AIRMAN.  If  there  was  final  action,  no  extract  of  the  dis 
s  kept  ? 

30REN.  Full  resolution  was  then  prepared,  ^hich  would 
uUer  than  the  extract. 
4IRMAN.  Did  the  resolution  contain  any  resume  of  the  dis- 

K3REN.  It  would  not  exactly  contain  a  resume  of  the  dis- 

it  it  would  contain  a  resume  of  the  case. 

URMAN.  Yes. 

(GREN.  If  it  was  a  claim — if  you  want  any  more  you  can 

I  I  will  give  it  to  you. 

AIRMAN.  Will  you  cite  an  instance  now   where   a   claim 

)re  the  board  for  adjudication  in  which  there  is  a  contro- 

the  board  reaches  nnal  action  on  it,  and  a  resolution  is 

II  vou  just  outline  to  the  committee  the  procedure  in  such 
bat? 

K5REN.  First,  the  title  page  of  the  paiticular  resolution — 
f  the  issue,  claim  of  so-and-so;  resolution  passed  by  the 
nd-so.    Then  we  have  a  whereas  clause  showing  the  con- 

the  contractor  or  the  purchase  order,  showing  what  was 
;  then  another  whereas  showing  what  was  canceled,  if  it 
led;  another  whereas  showing  what  contractor  owes  and 
V  claimed ;  then  we  would  show  his  original  claims  against 
it  recommended,  and  then  you  would  have  beneath  it  the 

that  in  view  of  the  facts  set  forth  that  to  so-and-so  be 
uoh  and  such  and  such  in  payment  of  it;  and  if  it  was  in 

claims  against  the  Fleet  Corporation  it  would  appear  to 
:  any  reservations.    That  would  appear  and  that  would  be 

itself,  so  that  the  attorney,  with  the  resolution  and  with 
^e\f,  could  chaw  a  contract  covering  the  settVeiuewl. 
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The  Chairman.  Now,  then,  assume  that  no  final  action  ^ 
reached  upon  a  claim,  would  there  be  any  resolution  prepared? 

Mr.  Lagoren.  If  it  was — if  no  final  action  was  reached 
was  to  be  referred  to  the  g:eneral  counsel  or  to  be  referred  to 
board  of  trustees  or  referred  back  to  the  district  adjuster,  or  i 
further  action  taken  by  an  outside  agency,  there  would  be  a  1 
ther  resolution  prepared,  therefore,  that  it  be  sent  to  so-and-so 
so-and-so. 

The  Chairman.  Then,  in  case  no  final  action  was  reached, 
only  resolution  would  be  for  further  disposition  or  investigatio 
the  claim,  but  what  minute  would  be  made  of  it  or  what  resell 
would  be  made  up  covering  that  matter. 

Mr.  Lagoren.  There  would  be  no  resolution  covering  that  m 
unless  the  board  members  desired  to  have  one  made  for  their 
personal  use,  in  which  case  they  might  make  them  themselvc 
they  went  along;  they  always  had  a  pad  and  papers  and  penci 
front  of  them  for  their  use  if  there  were  any  points  they  wanti 
look  up  after,  or  something  that  they  might  direct  the  secrcta 
do  so-and-so;  they  would  make  a  memorandum  of  that,  or  if 
wanted  to  just  do*  it  for  their  own  information. 

The  Chairman.  I  have  forgotten,  Mr.  Laggren,  when  you 
went  with  the  board  as  assistant  secretary. 
Mr.  Laggren.  Julv,  1919. 
The  Chairman.  July,  1919  ? 
Mr.  Laggren.  Yes,  sir. 

The  Chairman,  And  who  was  chairman  of  the  board  at  that  t 
Mr.  Laggren.  Mr.  Levi  came  in  just  about  the  same  time  I 
I  went  in  there  just  as  they  were  re-iorming  the  board. 
The  Chairman.  Who  was  Mr.  Levi  ? 

Mr.  Laggren.  He  was  a  man  picked  out  by  the  Fleet  Corpor 
officials  to  head  off  the  board.  I  understand  he  was  loaned  t 
fleet  by  Hogg  Island. 

The  Chairman.  He  was  the  Mr.  Levi  who  was  one  of  the  ofl 
of  the  American  International  at  Hogg  Island? 

Mr.  Laggren.  I  don't  know  whether  he  was  sr  :i  <  • '  Nit  h( 
employed  by  the  American  International. 

The  Chairman.  Who  was  the  chairman  of  tJ«.  ^ !  /  Boa 

that  time? 

Mr.  Laggren.  Judge  Payne,  I  believe. 

The  Chairman.  Now,  were  there  cases  handled  by  this  board  ^ 
you  were  there  when  this  routine  which  you  have  described  wa: 
followed  ? 

Mr.  Laggren.  You  mean  were  cases  ever  handled  wherein 
batim  records  were  not  kept  during  this  period? 
The  Chairman.  Yes,  sir. 
Mr.  Laggren.  No,  sir ;  not  to  my  knowledge. 
The  Chairman.  And  where  no  resolution,  or  the  resolution  w 
you  have  dsscribed  was  not  drawn? 

Mr.  Laggren.  No,  sir;  because  no  settlement  or  any  cancellfi 
claim  could  ever  be  made  unless  it  was  passed  upon — among  a  r 
ber  of  other  things,  upon  a  resolution  of  the  then  cancellation  cli 
and  contract  board. 
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'he  Chairman.  In  case  final  settlement  was  not  arrived  at  when 
.  case  was  taken  up  by  the  cancellation  board,  and  a  resolution 
s  passed  requiring  a  further  investigation  or  further  referring, 
lat  would  happen  when  that  claim  came  again  before  the  board. 
Mr.  Laggren.  It  would  be  discussed  fully  what  for,  gone  into 
lOroughly. 

The  Chairman.  Would  it  always  come  before  the  board  again  ? 
Mr.  Laggren.  It  would  always  come  before  the  board  again  unless 
was— unless  the  action  that  the  board  desired  was  not  forthcoming ; 
1  such  cases  the  board  would  not  consider  it  because  it  was  useless. 
h  had  to  have  information ;  if  we  didn't  get  it  we  didn't  sit  on 
16  case.   There  may  have  been  cases  where,  perhaps,  I  believe,  they 
ent  to  Washington  and  may  have  gotten  a  settlement  over  the  con- 
ruction  claims  board's  head. 
The  Chairman.  You  Icnow  there  were  cases? 
Mr.  Laggren.  I  know  there  were  cases  of  that  kind. 
The  Chairman.  Quite  a  few  ? 

Mr.  Laggren.  Not  very  many ;  no,  sir,  they  backed  us  up  pretty 
ell. 

The  Chairman.  Well,  can  you  give  us  any  idea  of  how  many  cases 
at  you  can  recall,  not  to  pin  you  down,  but  to  the  best  of  your 
lowledge  ? 

Mr.  Laggren.  No;  I  can  not. 
The  Chakman.  Whether  4  or  14  ? 

Mr.  Laggren.  Except  I  must  say  they  were  infinitesimal  in  com- 
irison  with  the  cases  passed. 
The  Chairman.  As  to  number  ? 
Mr.  Laggren.  As  to  number,  yes. 

The  Chairman.  And  how  about  the  amount  involved? 
Mr.  Laggren.  I  don't  believe  there  were  ever — well,  this  is  guess- 
g— I  think  I  do  not  believe  there  were  very  many  important  cases 
^ssed  without  a  thorough  discussion  and  a  recommendation  given 
^  the  construction  claims  board. 

The  Chairman.  Now,  after  you  passed  these  resolutions,  or  this 
solution  of  the  construction  claims  board,  recommending  a  settle- 
'nt,  would  you  later  have  some  information  for  your  files  of  that 
flrd  showing  upon  what  basis  the  settlement  was  actually  made 
?reafter? 

^^r.  Laggren.  Absolutely,  every  step  in  the  settlement,  you  could 
in  our  records. 

fhe  Chairman.'  But  the  actual  settlement,  as  I  understand  it, 
s  not  made  by  your  board  ?  You  arrived  at  a  basis  of  settlement 
i  recommended  it  to  the  trustees  of  the  Fleet  Corporation  or  the 
ipping  Board  proper  ? 

ir,  Laggren.  There  were  several  changes  in  procedure.  When  I 
t  went  with  the  board  the  general  manager  of  the  corporation 
ned  every  one  of  our  resolutions,  and  until  he  signed  a  resolution, 
Proving  it,  no  contract  could  be  drawn  covering  a  settlement. 
Hie  Chairman.  I  don't  just  get  that,  Mr.  Laggren. 
*Ir.  Laggren.  Until  the  general  manager  of  the  corporation  signed 
h  resolution  no  contract  could  be  drawn  covering  that  settlement, 
other  words,  the  board  could  make  settlements  until  it  was  blue 
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in  the  face,  but  the  contractor  could  not  get  any  money  until  tk 
general  manager  of  the  corporation  had  approved  the  same^ 

The  Chairman.  You  think  that  there  may  have  been  a  very  fe^ 
cases  where  settlements  were  made  in  Washington,  irrespective  of  tl 
recommendation  of  the  construction  claims  board? 

Mr.  Laggken.  Yes,  sir. 

Tlie  Chairman.  Do  you  recall  anything  about  the  Whitehaven  s< 
tlement  ? 

Mr.  La(K}ren.  That  was  n  settlement  made  after  the  board  was 
Washington.    I  recall  something  about  that. 

Tlie  Chairman.  Well,  now,  wnat  was  there  about  that  settlemer 

Mr.  Laggren.  I  know  very  little  about  it,  except,  I  believe— th< 
are  gentlemen  here  who  can  correct  me  if  I  am  wrong — the  contracts 
claim  was  based  on  extras,  what  we  call  claims  for  extras.  Tl 
had  frequent  conferences  with  the  construction  claims  board,  1 
never  could  come  to  anv  asjreement  with  them.  We  referred 
matter  to  the  board  of  trustees,  and  some  agreement  was  made  nv 
the  Whitehaven — with  the  Whitehaven  Shipbuilding  Co. — I  th 
that  is  what  it  was  called. 

The  Chairman.  Without  the  recommendation  of  the  board  or  w 
out  a  resolution? 

Mr.  Laggren.  Yes,  sir;  I  do  not  believe — no  recommendation 
the  board — wait  until  I  get  that  straight.  No  settlement  was  m 
that  I  recall  based  upon  the  recommendation  of  the  construci 
claims  board. 

The  Chairman.  See  if  I  understand  you;  I  am  a  little  thick 
some  of  these  things.  In  the  Whitehaven  case,  while  the  claim; 
appeared  before  the  construction  claims  board,  you  had  frequent  • 
ferences  with  them? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  No  resolution  recommending  a  settlement  upc 
definite  basis  was  ever  passed  by  the  board,  which  was  the  autho 
for  drawing  a  contract  or  settlement? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Do  you  remember  how  much  was  involved  in 
case,  offhand? 

Mr.  Laggren.  No;  I  do  not;  it  was  not  very  much,  as  settlem 
went  with  ship  contractors;  it  was  something  over  $100,000:  it 
not  very  much  of  a  claim. 

The  Chairman.  Do  vou  know  who  were  the  members  of  the  Wl 
haven  Co.? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Where  was  their  yard  located  ? 

Mr.  Laggren.  I  think  on  the  eastern  shore,  opposite  Baltim 
somewhere  around  in  there. 

The  Chairman.  Do  you  know  how  many  ships  they  construct 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Do  you  recall  the  settlement  in  the-  Mer 
Stevens  case? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Was  that  handled  by  the  full  board? 

Mr.  Laggren.  Yes,  sir ;  that  was  handled  by  the  full  board. 

The  Chairman.  The  settlement  was  made  as  a  result  of  the  res« 
tion  passed  by  the  board  ? 
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Hr.  Laggkek.  Now,  that  I  can  not  exactly  say.    I  believe  it  was 

tndled  by  our  full  board,  and  then  went— before  settlement  was 

SiDide,  I  believe  it  was  carried  to  the  board  of  trustees  and  settlement 

IWte  made  by  the  board  of  trustees.    That  was  dragging  along  so  long 

^ "tliat  I  don  t  believe  the  construction  claims  board  ever  passed  a 

I'esolution  of  settlement.    It  may  be ;  if  so,  it  is  on  record. 

The  Chairman.  Do  you  recall  how  much  that  involved? 

Mr.  Laooben.  No  ;  I  do  not. 

The  Chairman.  When  these  claimants  would  appear  before  this 
construction  claims  board,  would  they   appear  personally   or   by 
^unsel? 

Mr.  Laooben.  Either  way. 

TheCHAKMAN.  How  did  the  Whitehaven  Co.  appear? 

Mr.  Laooren.  Both  ways. 

The  CHAntMAN.  Who  was  their  attorney  ? 

Mr.  Laooren.  I  don't  remember  who  he  was. 

The  Chairman.  Who  appeared  for  the  Merrill-Stevens  Co.  ? 
^  Mr.  Laooren.  There  was  a  long  line  of  people  appeared  for  Mer- 
rill-Stevens.   Mr.  Payne  was  there  all  the  time;  there  were  so  many 
of  them  it  was  prettv  hard  to  keep  track  of  them. 

The  Chairman.  Mr.  Pa3me  was  the  officer  of  the  Merrill-Stevens 
Co.? 

Mr.  Laooren.  Yes^  sir. 

The  Chairman.  Now,  do  you  remember  anybody  else? 

Mr.  Laooren.  I  remember  ex-Gov.  Folk — was  it  Missouri  or  Wis- 
consin? 

^e  Chairman.  Missouri.    Joseph  W.  Folk  ? 

Mr.  Laooren.  Yes,  sir. 

The  Chairman.  Missouri  ? 

Mr.  Laooren.  Yes. 

\f     Chairman.  Anybody  else  that  you  recall  ? 

xh^'  J^GGREN.  Not  without  prompting,  I  don't. 

ne  Chairman.  Well,  there  was  in  tjiis  case  as  in  most  cases,  I 

tl^*"/^^'  ^here  was  a  substantial  difference  between  the  amount  which 

*.,^  l^^S^^  f^lt  should  be  paid  and  the  amount  claimed  bv  the  con- 
^'  actor  ? 

^S'  ^aqoren.  Yes,  sir. 
^r  ^r^  ^^Hairman.  Do  you  know  what  the  difference  was  in  this  case 

•^i  "  -^Agoren.  No  ;  I  do  not. 
g^    ,  ®   Chairman.  Do  you  recall  in  connection  with  the  Merrill- 
^  /^^?^  Case,  Mr.  Laggren,  any  loss  on  account  of  bonds  which  were 
ueposit^^  as  security? 


look      Chairman.  As  I  understand  you  now,  you  have  no  reason  to 
j^j  J^^  the  records  of  this  board  ? 

r».i  •    I-iAGGREN.  No. 


^j^  Chairman.  And  they  are  not  in  your  custody? 
rpi^-  t-«AGOREN.  No ;  I  have  not  seen  them  since  I  leit  there. 
KTi]  %  Chairman.  I  am  only  asking,  of  course,  for  your  recollection, 
^*  you  haven't  anj,  whj,  of  course,  we  can  not  g^el  tW  \xviox\s\vv- 


2862  SHIPPING   BOARD   OPERATIONS. 

tion.    In  cases  of  settlement,  would  your  board  sometimes  eal 
reports  from  the  department  of  investigation? 

Mr.  Lagoren.  Yes,  sir. 

The  Chairman.  What  would  be  the  object  of  that  ? 

Mr.  Lagoren.  Well,  we  would  probably  have  called  to  our  i 
tion  by  some  one,  it  may  have  been  by  the  department  of  inve; 
tion  or  by  the  auditing  department,  that  things  were  not  as 
appeared  to  be  on  the  surface.  Then  we  felt  it  our  duty  to  ^o  i 
department  of  investigation  and  see  if  they  could  get  or  give  u 
information. 

The  Chairman.  That  is,  if  they  gave  you  any  information, 
use  would  you  make  of  it? 

Mr.  Lagoren.  We  would  make  every  possible  use  that  coi 
made  of  it,  acording  to  the  kind  of  information  it  was. 

The  Chairman.  Do  you  recall  the  settlement  with  the  Terry 
building  Corporation? 

Mr.  Lagoren.  Yes,  sir. 

The  Chairman.  Was  that  made  as  a  result  of  a  resolution 
by  the  construction  claims  board? 

Mr.  Lagoren.  Handled  the  same  wav  as  Merrill-Stevens, 
on  research  and  as  a  result  of  the  discussions  and  work  of  th 
struction  claims  board,  and,  if  my  memory  serves  me  rip 
recommendations   sent    bv    the    construction   claims    lx)ard 
board  of  trustees. 

The  Chairman.  Without  passing  a  resolution? 

Mr.  Lagoren.  There  mav  be  a  resolution,  vou  understand- 
final  one — definitely  making  a  settlement. 

The  Chairman.  Not  a  final  resolution  authorizing  the  di 
of  a  contract  of  settlement? 

Mr.  Laggren.  No. 

The  Chairman.  A  resolution  making  certain  recommendati( 

Mr.  Lagoren.  Yes,  sir. 

The  Chairman.  As  to  allowing  or  disallowing  certain  oi 
claims? 

Mr.  Laggren.  A  good  many  cases  were  in  the  latter  days  h; 
by  us  as  the  board  of  trustees  got  more  familiar  with  the  procec 

The  Chairman.  Do  you  recall,  in  connection  with  the  Vi 
Stevens  negotiations  beifore  the  claims  board,  any  controvers 
the  back  dating  of  a  certain  document? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Don't  remember  that? 

Mr.  Laggren.  No;  our  legal  division  would  know  more 
that. 

The  Chairman.  Did  you  have  an  attorney  or  counsel  or  sc 
or  somebody  advising  you  ? 

Mr.  Laggren.  Yes,  sir.  In  Washington  we  had  a  general  c 
right  with  us. 

The  Chairman.  Who  was  he  ? 

Mr.  Laggren.  In  the  beginning.  Col.  McGovern  was  acti 
both  general  counsel  and  chairman  of  our  board.  Then  late 
Goff  sat  as  general  counsel  and  chairman  of  our  board.  Then 
Mr.  Talbert  was  made  chairman  Col.  Goff  moved  up  one  fligl 
was  general  counsel,  and  was  at  our  hand  always. 
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.HAiEMAN.  So  in  the  beginning  Mr.  McGovern  was  not  only 

but  chairman  of  the  board  ? 

(AGOREN.  Yes. 

'HAiRMAN.  Mr.  Frank  McGovem  ? 

AGOREN.  Yes,  sir. 

iiAiRMAN.  If  you  had  nothing  called  to  your  attention  in 

)n  with  a  settlement  of  a  claim  which  you'thought  required 

into,  would  you  call  upon  the  department  of  investigation    . 

iOGREN.  If  it  was  information  of  the  nature  which  required 
tion  by  the  department  of  investigation :  ves,  sir. 

lAIRMAN.    You  would? 

GGREN.  Yes,  sir. 

lAiRMAN.  Now,  suppose  you  didn't  have  any  such  thing  as 

d  to  your  attention,  or  in  looking  over  the  claim  nothing 

tace  appeared  to  require  investigation,  would  you  then  call 

>rt  from  the  department  of  investigation  ? 

[K3REN.  No.  sir. 

lAiRMAN.  So  that  may  be  action  was  taken  by  the  board 
ms,  either  recommending  them  for  settlement  or  passing 
s  authorizing  contract  of  settlement  to  be  drawn,  in  cases 
estimations  had  been  made  by  the  Department  of  Justice 
3rt  filed  which  was  not  called  for  by  your  board,  or  whicli 
resented  to  your  board  ? 

soREN.  That  might  very  well  have  been  the  case ;  yes,  sir. 
AIRMAN.  So  as  a  part  of  the  procedure  which  you  have  ovit- 
e  was  no  requirement,  so  far  as  you  know,^  that  repoirts 
department  of  Justice,  department  of  investigation,  should 
ed  the  construction  claims  board,  irrespective  of  whether 
sted  it  or  not  ? 

OREN.  No,  sir.     The  department  of  investigation  was  never 

e  able  to  render  any  such  service  as  that.     I  tried  it  out   at 

I  went  down  one  time,  and  I  wanted  to  try  to  tie  up  our 

new  that  possibly  some  time  things  might  be  investigated, 

;nt  down  a  daily  calendar  to  the  department  of  investiga- 

attempt  to  see  whether  they  could  tie  in,  but  it  resulted 

sending  down  the  daily  calendar;  that  is  all  I  ever  heard 

iRMAN.  Whom  did  you  send  it  to  ? 

JREN.  I  sent  it  down  to  Mr  Meehan's  office. 

iRitfAN.  In  Washington  ? 

JREN.  Yes,  sir ;  he  was  on  the  floor  beneath  me. 

IRMAN.  Your  purpose,  Mr.  Laggren,  was  to  have  Mr.  M«e- 

ver  that  daily  calendar,  consult  his  files,  and  if  he  hiuj 

1  upon  any  of  those  matters  appearing  upon  that  calfiMlur 

it  to  your  office  ? 

REN.  Absolutely ;  that  is  what  we  wanted. 

rRMAN.  But  yoii  never  ^ot  that  information? 

REN.  I  won't  say  never  ;  once  in  a  while  we  may  Um  vi*  ^ 

)ut  of  it.     They  were  not  set  up  to  do  it:  ii^^y  4i4  iy^ 

•ce ;  they  didn't  have  the  files  in  the  right  tAtrnfM^  <//  ^i//  *^^ 

RMAN.  At  the  time  Mr.  Meehan  wan  in  <^/«r^>^  iti  W^t^/. 

'orce  had  been  considerably  redur?ed^  Un4$4U  ^  < 

8EN.  I  understood  so. 
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The  Chairman.  Did  vou  have  any  knowledge,  in  your  capacity 
head  of  the  supply  and  sales,  of  the  provisions  of  the  new  Bi 
sales  agency  contract?  ^ 

Mr.  Lagoren.  No. 

The  Chairman.  Well,  who  made  that  contract? 

Mr.  Laggren.  Mr.  H.  B.  Miller,  director  of  the  supply  and 
division,  with  the  approval  of  the  uoard  of  trustees. 

The  Chairman.  v\  ere  not  you  consulted  with  reference  to  it? 

Mr.  Laggren.  No,  sir ;  that  involved  entirely  material  on  the  wi 
coast. 

The  Chairman.  I  beg  your  pardon.    That  is  the  new  contract 
asked  about. 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  none  of  it  is,  of  course,  in  your  district? 

Mr.  La(;gren.  No,  sir;  there  is  one  of  the  stipulations— I 
know  whether  the  contract  is  drawn  vet — but  one  of  the  stipulati 
is  that  no  material  can  be  sold  even  Ly  Mr.  Bardy  east  of  a  ce 
point,  so  that  he  can  not  enter  into  competition  with  us  in  the 

The  Chairman.  Do  you  know  anything  about  the  provisions  of  tin 
American  Lumber  sales  contract? 

Mr.  Lag(;ren.  No,  sir. 

The  Chairman.  Does  that  involve  materials  in  your  district? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Were  you  consulted  about  that? 

Mr.  Laggren.  No,  sir ;  it  was  made  long  before  my  appointment 

The  Chairman.  Have  you  furnished  materials  to  the  company 
under  the  contract — has  it  been  delivered? 

Mr.  Laggren.  Out  of  my  district? 

The  Chairman.  Yes. 

Mr.  Laggren.  Yes,  sir ;  but  that  contract  is  handled  in  Washington, 
through  a  luml)er  representative;  that  is  all  he  does,  take  care oi the 
American  Lumber  sales  contract. 

The  Chairman.  Does  he  make  no  report  to  you  ? 

Mr.  Laggren.  No  ;  he  makes  a  report  direct  to  the  director  of  the 
supply  and  sales  division. 

The  Chairman.  Even  though  the  material  comes  out  of  yonf 
district  ? 

Mr.  Laggren.  Yes,  sir ;  we  watch  it.  For  instance,  if  we  have » 
yard  in  our  district  which  we  have  cleaned  out,  and  the  only  thing 
remaining  in  that  yard  is  American  Sales  lumber,  as  long  as  it  stays 
there  we  have  to  keep  a  storekeeper  there  and  have  some  watchman 
around  there,  and  then  I  immediately  get  busy  and  see  to  it  to  g<* 
that  lumber  out  of  there  right  away.  We  don't  want  that  there, 
because  it  is  an  expense  to  us.  That  is  the  only  way  I  run  up  against 
the  American  Sales  contract. 

The  Chairman.  IIow  do  you  know  with  reference  to  lumber  in 
your  district  which  belongs  to  the  American  Lumber  Sales  Co.  and 
which  does  not? 

Mr.  Laggren.  The  American  Lumber  Sales  contract — although  I 
have  only  read  it  once,  and  then  some  time  ago — ^specifies  the  land 
of  lumber;  it  classifies  it. 

The  Chairman.  And  have  you  had  the  lumber  classified  in  youi 
district  so  as  to  ascertain  which  comes  within  their  contract  anc 
which  does  not  ? 
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'r.  Lagoben.  That  was  all  classified  before  I  took  charge. 

he  Chairman.  Before? 

[r.  Laoqren.  Yes. 

he  Chairman.  You  have  the  records  ? 

[r.  Laggren.  Yes ;  we  can  get  the  records.    If  they  are  not  in  my 

e  there,  the  record  is  somewhere  obtainable. 

he  Chairman.  What  I  am  after,  Mr.  Laggren,  you  have,  al- 

agh  you  were  not  there  when  the  contract  was  made,  you  have 

.e  record  available,  so  that  if  half  a  dozen  trucks  of  the  lumber 

s  company  go  down  to  a  plant  to  load  up  with  lumber,  you  have 
some  record,  so  that  you  can  tell  whether  they  are  putting  lum- 
on  there  which  has  been  previously  classified  as  coming  within 

Lr  contract  or  something  that  you  should  have. 

At,  Laggren."" Absolutely.    Yes,  sir;  every  yard  has  a  man  who 

>ws  every  stick  of  lumber  in  it  that  belongs  to  the  American 

mber  Sales  Co. 

rhe  Chairman.  And  it  has  all  l>een  inventoried  and  appraised 

d  classified  ? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  You  say  each  yard  has  this  list  ? 

Mr.  Laggren.  Yes. 

The  Chairman.  Haven't  you  any  record  at  all  in  your  office  ? 

Mr.  Laggren.  No,  sir ;  it  is  in  the  home  office. 

The  Chairman.  Washington? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  The  home  office  has  the  inventories  and  does  all 

e  billing,  you  say  ? 

Mr.  Laggren.   i  es,  sir. 

The  Chairman.  Aiid  the  records  that  you  have  are  really  in  this 

spect,  in  your  office  I  mean,  not  of  much  use? 

Mr.  Laggren.  No,  sir;  we  do  not  need  them. 

The  Chairman.  Why  not? 

Mr.  Laggren.  Because  the  American  Lumber  Sales  contract  in  its 

ccution  is  watched  by  the  home  office  by  a  special  lumber  repre- 

itative. 

The  Chairman.  Who  is  he? 

Mr.  Laggren.  I  believe  he  is  a  man  named  Patchel ;  I  am  not  sure 

his  name  even. 

rhe  Chairman.  Well,  then,  your  office  would  have  no  way  of 

ling  from  your  own  record  just  what  lumber  in  a  certain  plant 

onging  to  the  American  Lumber  Sales  Co.,  under  its  contract,  and 

itlumber  in  that  plant  you  had  under  your  jurisdiction? 

Ir.  Laggren.  Yes,  sir ;  we  know  what  lumber  we  have  got  under 

i'uiisdiction ;  we  know  it. 
le  Chairman.  You  do? 
It.  Laggren.  Yes,  sir. 
he  Chairman.  Got  a  list  of  all  of  it  ? 
T.  Laggren.  Yes. 

he  Chairman.  Then  you  act  upon  the  presumption  if  there  is 
other  lumber  there  that  is  not  on  your  list  it  must  belong  to  the 
Mican  Lumber  Sales  Co.? 

r.  Laggren.  Well,  it  is  marked  the  American  Lumber  Sales  Co., 
if  there  is  some  lumber  down  there  that  don't  appear  on  my  list 
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and  does  not  appear  on  the  American  Lumber  Sales  list  we  migl 
soon  find  out  whose  it  is. 

The  Chaikman.  How  ? 

Mr.  Laggren.  We  send  a  claim  agent  down  there  to  check  it 
and  see  if  it  belongs  to  the  American  Lumber  Sales  Co.  or  whatei 
class  of  lumber  sales  it  is.    It  might  be  a  case  of  wherein  the  el 
ing  over  of  the  lumber  it  was  a  pile  of  lumber  belonging  to 
American  Lumber  'Sales  Co.  and  which  had  not  been  marked, 
an  examination  of  the  lumber  would  easily  tell,  and  tell  at  oi 
where  it  belonged ;  and  that  would  simply  b>e  because  it  was  skipj 
through  error ;  but  it  is  a  very  easy  matter  to  tell  who  it  belongs  to. 

The  Chairman.  Has  your  organization  been  used  by  the  Americiaj 
Lumber  Sales  Co.  to  sell  or  resell  any  of  its  lumber? 

Mr.  Laggren.  No  :  not  to  my  knowledge. 

The  Chairman,  lou  don't  know  wheuier  any  of  your  force  in  tbel 
yard  have  engaged  in  that  ? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Have  you  ever  been  told  or  has  anybody  callei 
anything  like  that  to  your  attention  ? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Do  you  deliver  the  lumber,  or  do  you  have  charge 
of  the  delivery  of  this  lumber  to  the  American  Lumber  Sales  Ca- 
that  is,  under  your  men  ? 

Mr.  Laggren.  The  storekeeper  at  the  yards  know  of  everything 
that  goes  out. 

The  Chairman.  Your  checkers. 

Mr.  Laggren.  Yes. 

The  Chairman.  Do  you  know  whether  he  delivers  it  to  the  cus- 
tomers of  the  American  Lumber  Sales  Co.  ? 

Mr.  Laggren.  No,  sir. 

The  Chairman.   You  don't  know,. you  mean? 

Mr.  Laggren.  No  ;  I  don't  know ;  I  know  he  simply  turns  over  the 
jurisdiction  from  us  to  the  American  Lumber  Sales  Co.,  and  I  pre- 
sume if  the  American  Lumber  Sales  Co.  said  "Deliver  this  much 
material  to  this  man,  who  will  be  up  with  his  truck  here  to-morrow 
morning  at  10  o'clock,"  he  probably  would  do  it;  that  seems  to  me  to 
be  all  right. 

The  Chairman.  You  mean  if  he  bought  some  lumber  from  the 
American  Lumber  Sales  Co.  and  the  sales  company  notified  your 
yard  man  that  he  was  coming  down  for  some  of  your  lumber  to- 
morrow morning  with  my  trucks,  it  would  be  all  right  to  deliver  such 
lumber  as  the  sales  company  designated  to  me? 

Mr.  Laggren.  If  the  accounting  procedure  and  all  was  taken  care 
of  properly ;  yes,  sir. 

The  Chairman.  Is  that  done? 

Mr.  Laggren.  Yes ;  that  is  done. 

The  Chairman.  And  your  man  watches  that,  does  he? 

Mr.  Laggren.  Yes. 

The  Chairman.  Do  you  know  whether  there  are  men  employed  by 
the  American  Lumber  Sales  Co.  who  participate  in  any  way  in  the 
negotiations  leading  up  to  the  awarding  of  this  contract? 

Mr.  Laggren.  I  know  of  no  such  men ;  no,  sir.- 

The  Chairman.  Do  you  know  of  the  Eogers  hull  removal  con- 
tract  ?   Have  you  anything  to  do  w'ltYv  1\v«l\,*\ 
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Ir.  Laggrek.  In  a  general  way  I  know  about  that ;  yes,  sir. 
'he  Chairman.  Just  what  sort  of  a  contract  is  that,  Mr.  Laggren  ? 
tr.  Laggren.  That  is  a  contract  that  was  discussed  at  some  length 
the  cancellations  claims  and  contracts  board  before  it  became 
'Wn  as  the  construction  claims  board ;  that  is  how  I  came  to  know 
ut  it.    We  w£re  having  an  enormous  amount  of  trouble  trying  to 

out  what  in  the  world  to  do  with  the  three-quarters,  or  a  quarter, 
L  one-eighth,  or  a  one-half  constructed  hull.  We  could  not  sell  it 
mybody ;  we  could  not  give  it  away ;  we  could  not  make  the  con- 
rtoT  take  it  ofif  our  hands ;  we  could  not  do  anything  with  it. 
ome  contractors  were  trying  to  charge  us  up  enormously  for  the 
sels  partly  constructed  in  their  yards  and  to  get  the  hull  oflf  the 
rs.  It  was  very  important  for  us  to  get  them  off  the  ways,  and 
se  contractors  stuck  at  it,  and  attempted  to  prove  to  us  by  elaborate 
iements  and  figures  that  it  was  impossible  to  get  them  off  at  a 

cost  than  $18,000,  and  they  wanted,  they  suggested  no  less  than 
KX)  for  profit.  This  man  Sogers  came  on  from  the  Pacific  coast, 
1 1  believe  he  made  an  offer  to  the  general  manager's  assistant,  a 
posal,  that  he  should  take  these  h^ls  off  the  ways  and  make  a 
fit  if  we  would  pay  him  $5,000  a  hull.  And  after  very  carefully 
^igating,  consensus  of  opinion  seemed  to  be  that  he  w^is  crazy. 
t  there  was  some  doubt  at  some  time  whether  they  should  even 
er  into  such  a  contract,  because  they  thought  it  was  just  a  case 
where  he  would  fall  down  on  it,  and  in  the  meantime  we  would  not 
entering  into  negotiations  to  get  rid  of  the  hulls.  Finally  it  was 
ided  to  let  him  take  a  crack  at  it,  if  he  could.  And  he  started  in, 
1  had  the  reputation  of  being  one  of  the  canniest  shifting  men  on 
I  Pacific  coast,  and  he  made  good  on  his  contract,  and  everybody 
s  glad  to  see  him  make  good,  because  it  saved  the  Fleet  Corpora- 
Q  an  awful  pile  of  money. 
The  Chairman.  How  ? 

Mr.  LaggiiI':n.  We  could  not  get  rid  of  the  hulls ;  we  didn't  have  the 
rking  force.  It  meant  that  somebody  had  to  get  right  down  on 
i  hands  and  knees  on  the  proposition  and  get  rid  of  those  hulls — 
er  into  all  sorts  of  bickering  and  negotiations  with  the  contractors 
whose  yards  the  hulls  were;  get  practically  a  wrecking  crew  and 
;  them  off  somehow,  and  I  understand  that  he  took  some  out  and 
ik  them,  and  he  dynamited  others,  and  he  sold  others  and  made  a 
>d  profit,  too ;  but  we  couldn't  do  it. 

rhe  Chairman.  That  is  the  only  way  you  could  dispose  of  it? 
tfr.  Laggren.  It  was  the  best  way  that  ever  came  up  for  disposing 
these  hulls. 

The  Chairman.  Had  settlements  been  made  with  all  these  con- 
ctors? 

At.  Laggren.  The  settlements  had  been  made  with  some  of  them. 
Hie  Chairman.  With  those  that  had  not  been,  was  there  anything 
prevent  the  disposition  and  removal  of  these  hulls  being  one  of 

terms  of  the  contract  of  settlement  ? 
At.  Laggren.  At  the  contractor's  price. 
The  Chairman.  Why  at  the  the  contractor's  price  ? 
tfr.  Laggren.  They  would  not  accept  settlement. 
The  Chairman.  You  mean  to  say  that  if  a  contractor  wanted 
),000  for  the  removal  of  that  hull,  and  no  settlement  has  been  made 
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with  him  on  his  contract,  that  unless  he  got  $20,000  covering  the  hull 
removal  matter,  he  would  not  settle  his  contract  ? 

Mr.  Laggren.  I  guess  the  records  would  probably  show  we  got 
some  of  them  down  as  low  as  10. 

The  Chairman.  And  unless  they  were  allowed  that  they  would 
not  settle? 

Mr.  Laggren.  No  ;  they  would  not. 

The  Chairman.  Well,  Mr..  Kogers  had  sold  a  lot  of  these  hulk 
hadn't  he? 

Mr.  Laggren.  I  understand  he  has ;  yes,  sir. 

The  Chairman.  The  money  for  them  going  to  him,  doesn't  it! 

Mr.  Laggren.  Yes,  sir ;  they  are  his  hulls. 

The  Chairman.  Is  there  any  reason  why  the  Shipping  Board 
might  not  have  been  able  to  have  sold  them  ? 

Mr.  Laggren.  They  might  have  been  if  it  would  have  paid  them 
to  have  kept  them ;  but  it  would  have  paid  them  to  attempt  to  drop 
other  things  and  go  into  that  minutely  and  see  what  they  could  do 
with  them.    They  might  also  have  been  able  to  sell  them. 

The  Chairman.  How  many  of  these  hulls  were  there? 

Mr.  Laggren.  I  don't  know,  I  Jiave  forgotten  the  number. 

The  Chairman.  There  were  quite  a  few,  though,  on  the  Pacific 
coast? 

Mr.  Laggren.  I  believe  so ;  I  believe  there  were  quite  a  few  of 
them. 

The  Chairman.  Is  there  any  record  in  your  office  bf  these? 

Mr.  Laggren.  There  is  a  record  in  the  legal  division  which  will 
show  every  hull. ' 

The  Chairman.  You  mean  the  legal  division  of  your  office? 

Mr.  Laggren.  No  ;  the  Fleet  Corporation,  it  is  all  one  legal  divi- 
sion, the  legal  division  of  the  Emergency  Fleet  Corporation. 

The  Chairman.  I  see.  Well,  then,  what  it  amounted  to  was  to  pay 
Mr.  Rogers  $5,000  to  remove  a  hull  and  give  him  the  hull  and  permit 
him  to  sell  it  if  he  wanted  to  and  pocket  the  proceeds? 

Mr.  Laggren.  If  you  will  add  on  to  that :  And  relieve  the  Fleet 
Corporation  of  a  burdensome,  expensive  obligation,  you  just  about 
get  it ;  yes,  sir. 

The  Chairman.  And  relieve  the  Fleet  Corporation  of  a  burden- 
some, expensive  operation  ? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  deprive  the  Fleet  Corporation  of  whatever 
revenue  might  have  been  secured  for  the  selling  of  the  hulls? 

Mr.  Laggren.  The  Fleet  Corporation  would  never  have  gotten  any 
revenue  out  of  these  hulls. 

The  Chairman.  Why? 

Mr.  Laggren.  Now  you  are  getting  me  into  more  opinion  than 
anything  else. 

The  Chairman.  I  want  your  opinion.  You  are  the  head  of  the 
supply  and  sales  division ;  here  is  quite  a  lot  of  property  of  the  Fleet 
Corporation  that  has  been  disposed  of  in  a  manner  which  I  think 
has  not  been  applied  with  respect  to  any  other  property ;  at  least,  the 
committee  has  not  thus  far  heard  of  any  similar  cases ;  and  I  would 
like  your  opinion  as  to  why  the  Fleet  Corporation  could  never  have 
cotten  any  proceeds. 
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r.  Lagoren.  Because  it  would  take  a  small  organization  with  an 
utive  at  its  head  who  had  nothing  else  to  do  tor  the  moment  but 
entrate  all  his  energy  and  put  all  his  wits  and  all  his  mental 
iirces  on  getting  everything  out  of  these  hulls  possible, 
le  Fleet  Corporation  has  not  had  time,  and  no  big  corporation 
usiness,  such  as  the  Fleet  Corporation  is,  would  have.  They 
Id  need  to  do  practically  as  any  other  large  corporation  would 
to  do ;  they  would  be  obliged  to  have  gone  to  another  smaller 
ern  or  have  formed  a  smaller  concern  to  whom  they  could  have 
, "  Go  ahead  and  relieve  us  of  this  operation,"  well  and  good,  we 
t  to  get  relieved  of  the  obligation. 

can  cite  as  an  example  two  hulls  that  were  not  included  in  the 
ers  contract;  they  were  built  in  a  yard  up  in  Maine  somewhere, 
tried  to  find  buyers  for  the  hulls ;  I  don't  Imow  how  far  they  were 
pleted.  We  got  one  man  finally  to  offer  $4,000  for  both  hulls.  He, 
ppose,  thought  he  was  going  to  go  out  and  make  a  wonderful 
it  on  the  two  hulls  after  paying  $4,000  for  them.  Of  course, 
X)  would  be  but  a  small  part  for  even  a  partly  constructed  hull, 
before  we  could  clinch  the  bargain  with  him  ne  backed  out  and 
ppeared,  as  far  as  that  bargain  was  concerned,  and  the  hulls  are 
ag  there  yet  and  we  are  still  under  the  obligation  of  selling  them 
getting  the  hulls  off  the  property.  We  can  not  get  rid  of  the 
s;  they  are  right  there.  We  have  had  bids  of  from  $10,000  to 
XX)  for  removing  these  two  hulls. 

does  not  take  many  cases  of  that  kind  to  show  that  when  we  got 
ot  our  wood  hulls  in  contractors'  yards,  especially  where  yards 
to  be  turned  back  to  municipalities  and  on  leased  ground,  and 
re  naturally  we  would  be  liable  for  storage  and  rent  and  for 
t  not,  and  when  we  could  get  rid  of  that  obligation  it  was  a  fine 
fe  of  business ;  and  when  all  the  practical  shipping  men  in  the 
t  Corporation  were  skeptical  of  the  fact  that  the  contract  could 
ven  carried  out  by  Rogers,  and  I  know,  from  hearing  the  con- 
ation that  took  place  between  the  members  themselves,  they  were 
tical  as  to  whether  or  not  they  should  give  it  to  him,  because 
said  he  never  could  go  through  on  it  and  it  would  simply  be  a 
of  having  a  bad  tangle  left  on  our  hands.  We  entered  into  this 
Pact  with  this  man,  and  he  happened  to  be  a  pretty  hard-headed, 
)matic  man,  and  he  went  into  a  good  many  yards  that  were  hold- 
mt  on  us  for  big  sums  of  money  and  took  the  hulls  off  their  ways, 
in  some  cases  they  absolutely  refused  to  let  him  enter  a  yard. 
)vercame  all  of  this  sort  of  difficulty  and  got  the  hulls  off  the 

• 

le  Chairman.  So,  the  result  was  this:  That  you  employed  Mr. 

rs,  at  $5,000  per  null,  to  get  rid  of  these  hulls,  and  if  you  can  sell 

,  put  the  money  in  your  pocket? 

'.  LiAOGREN.  Yes,  sir ;  he  to  provide  his  own  forces  and  his  own 

inery  and  .everything  else. 

e  Chairman.  And  in  a  number  of  instances  he  did  not  have  to 

lis  finger;  he  sold  them  to  a  man — he  sold  them  to  a  company 

came  in  and  took  them  out. 

'.  Lagoren.  I  can  not  answer  that. 

e  Chairman.  You  don't  know  that? 

.  Lagoren.. No,  sir. 
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The  Chairman.  Never  followed  up  the  disposition  of  the  hulk! 

Mr.  Laggren.  No,  sir. 

The  Chairman.  That  is  not  in  your  jurisdiction? 

Mr.  Lagren.  That  was  not  in  our  jurisdiction  at  all. 

The  Chairman.  Now,  a  great  many  of  these  wooden  hulls  were 
in  yards  that  the  Government  had  built,  weren't  they? 

Mr.  Laggren.  They  may  have  been. 

The  Chairman.  Don't  you  know? 

Mr.  Laggren.  No,  sir ;  I  could  not  check  up  on  what  yards  they 
were  in. 

The  Chairman.  Well,  you  know  there  were  but  very  few  woodea- 
ship  yards  in  actual  operation  at  the  time  the  Shipping  Board  started 
on  this  building  contract,  don't  you? 

Mr.  Laggren.  Yes,  sir. 

Tlie  Chairman.  And  you  know  that  the  Government  did  build  ^ 
good  many  wood-ship  yards? 

Mr.  Laggren.  Yes ;  advanced  money  for  the  building  of  the  yard^ 

The  Chairman.  And  they  owned  the  yards  in  some  instances? 

Mr.  Laggren.  Well,  I  may  be  wrong  in  confessing  this,  but  H 
don't  remember.  It  may  have  slipped  my  mind,  and  if  I  thought  o^  ~ 
it,  it  might  come  back  to  me;  but  at  the  present  moment,  all  I  c»:» 
say  is  I  don't  Imow  whether  we  actualy  owned  the  wood-ship  yarS- 
or  not. 

The  Chairman.  Do  you  know  what  previous  connection  Mr.  Bo^ 
ers  had  with  shipbuilding  matters? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  Was  there  any  requirement,  as  you  recall,  in  th^- 
contract  that  Rogers  should  report  the  receipts  for  the  sale  of  the^ 
hulls? 

Mr.  Laggren.  I  don't  know. 

he  Chairman.  You  say  some  of  them  he  has  taken  out  and  suit- 
or dynamited? 

Mr.  Laggren.  That  is  all  hearsay;  that  is  what  I  understand. 

The  Chairman.  Do  you  recall  whether  there  was  any  differen^i:: 
in  the  price  of  the  hull,  depending  upon  the  stage  of  completion? 

Mr.  Laggren.  I  think  I  can  safely  sav  it  was  not ;  it  was  a  straigli 
$5,000  a  hull  ? 

The  Chairman.  The  Shipping  Board  has  got  a  lot  of  uncomplete 
hulls  anchored  around  in  various  parts  of  the  country  that  the; 
have  been  unable  to  sell,  haven't  they? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  You  think  if  you  paid  Mr.  Rogers  $5,000  a  huIJ 
and  let  him  put  his  proceeds  from  tne  sale  in  his  pocket,  that  he 
could  dispose  of  them,  too? 

Mr.  Laggren.  Well,  that  is  not  an  analagous  case  at  all.  Thej 
would  never  have  made  any  such  contract  as  that. 

The  Chairman.  Why  isn't  it? 

Mr.  Laggren.  These  hulls  are  afloat.    If  we  can  nnd  a  customer, 
we  can  deliver  them. 

The  Chairman.  They  are  not  completed,  though? 

Mr.  Laggren.  No,  sir ;  but  they  are  an  entirely  different  proposi- 

The  Chairman.  But  these  hulls  were  on  the  ways,  and  if  you  could    ; 
£nd  a  customer  you  could  deliver  tYv^m,  eo\A^T>J\,iw^*\ 
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Mr.  L4G0REN.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  the  Shipping  Board  made 
uiy  attempt  to  find  customers  for  these?  Did  they  set  up  any 
organization  or  confer  jurisdiction  upon  any  of  its  branches  to  go 
>Tit  and  try  to  dispose  of  these  hulls,  or  did  Mr.  Rogers  come  in  and 
Miy, "  You  got  a  lot  of  hulls  around  here ;  you  are  unable  to  get  rid 
>f  them;  the  contractors  won't  settle  with  you;  I  will  get  them  off 
^our  hands ;  you  ffive  me  $5,000  "  ? 

Mr.  Laoqben.  You  asked  me  a  question  which  I  shall  have  to 
inswer  generally.  I  can  say,  however,  that  the  problem  of  dis- 
[>08in2  of  those  hulls,  though,  has  been  on  the  minds  of  the  men  who 
^ore  oirecting  the  affairs  of  the  Fleet  Corporation  for  a  considerable 
iine,  and  that  undoubtedly  every  effort  had  been  made  to  attempt  to 
bspose  of  these  hulls  to  advantage. 

The  Chairman.  Now,  then,  wul  you  tell  me  the  names  of  some  of 
he  gentlemen  who  had  this  matter  on  their  minds,  under  whose 
urisdiction  they  came? 

Hr.  Laoqben.  I  can  give  you  titles  and  some  names. 

^e  Chairman.  If  you  will,  please. 

w.  Laogren.  The  manager  oi  the  ship  construction  division. 

The  Chairman.  Who  was  he  ? 

^Mr.  Lagoren.  I  don't  know  who  he  was,  they  have  changed.  Mr. 
y.  L.  Ackerson,  then  vice  president  and  general  manager  of  the  Fleet 
corporation,  and  Mr.  Fnck,  who  is  a  practical  shipbuilding  man, 
nd  Mr.  Ackerson,  assistant.  That  is  about  as  definite  as  I  can  get 
n  that  subject. 

The  Chairman.  Did  vou  have  anything  to  do  with  the  southern 
zrap  material  contract  f 

Mr.  Lagoren.  No,  sir. 

Tlie  Chairman.  It  is  outside  of  your  district? 

^.  Lagoren.  Yes,  sir. 

The  Chairman.  And  the  material  that  is  being  disposed  of  under 
^*^  ^^iitract  is  not  within  your  jurisdiction? 

Mr.  Lagoren.  No,  sir. 

The  Chairman.  Now,  have  you  had  any  occasion  to  compare  the 
ppraisals  made  by  the  traveling  engineers  under  the  plant  construc- 
1^ ^vision,  with  the  appraisals  that  are  made  for  your  division? 

Mr.  Lagoren.  No,  sir.  You  mean  comparing  plant  appraisals  with 
'^"^rial  appraisals? 

^e  Chairman.  Yes. 

^.Lagoren.  No,  sir.  Plant  disposal  does  not  come  under  the 
unsdiction  of  the  supply  and  sales  division.  At  least,  not  under  the 
usWct. 

■Hie  Chairman.  Now,  are  all  the  sales  made  through  your  depart- 
^^t  made  at  private  sale  or  made  by  calling  for  bids  mostly  ? 
^r.  Laogren.  We  make  some  sales  in  every  possible  way,  just  as 
'y  other  sales  organization  would.  Some  of  our  sales  are  private 
^otiations,  some  of  our  sales  are  bids  solicited,  sealed  bids,  opened 
the  presence  of  all  the  bidders. 

llie  Chairman.  What  determines  which  it  should  be  ? 
tVfr.  Laogren.  The  class  of  material  frequently,  the  quantity  of 
tterial.    When  we  can  get  one  buyer  to  take  a  small  group  of  ma- 
ial  at  a  good  price  we  are  satisfied  it  would  not  pay  us  to  circu- 
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larize.    When  we  have  got  a  large  amount  of  material  which  we  WLt| 
it  would  not  be  fair  at  all  to  attempt  to  negotiate  with  one  man,  lie- 
cause  we  must  have  the  combined  offers,  the  individual  offers  ot 
good  many  firms,  then  we  circularize. 

The  Chaikmax.  There  is  a  Barde  contract,  is  there,  in  existence^ 
which  does  cover  this  material  in  your  district? 

Mr.  Laggren.  Yes  sir. 

The  Chairman.  Does  that  involve  fabricated  steel? 

Mr.  Laggren.  I  understand  that  it  does,  as  it  stands,  involve  fabri- 
cated steel. 

The  Chairman.  There  was  some  controversy  about  that,  wasXi 
there,  at  some  time? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  How  was  it  determined,  Mr.  Laggren? 

Mr.  Laggren.  Will  you  let  me  give  a  little  general  discussion  o 
that? 

The  Chairman.  I  wish  you  would. 

Mr.  Laggren.  I  will  show  you  why  I  can  not  give  you  the  d^aL:i 
on  it.  That  contract  was  made  many  months  a^,  before  my  cox 
nection  with  the  supply  and  sales  division,  and  is  at  present  in  i1 
interpretation  subject  to  the  home  office  jurisdiction.  I  have  in  m. 
district  a  man  who  has  done  nothing  but  handle — ^I  won't  say  don 
nothing,  but  one  of  his  functions  is  to  handle  the  sale  under  tin 
Barde  contract.  Nobody  else  handles  it.  His  interpretations  o: 
that  contract,  which  show  him  what  steel  is  to  be  delivered,  he  keeps 
track  of  shipments,  and  all  that  sort  of  thing  on  it,  and  he  ^oes  to 
the  home  office  for  that  interpretation.  So  that  the  district  du?ecton 
or  as  district  director,  I  have  absolutely  no  jurisdiction  over  the 
Barde  contract. 

The  Chairman.  Now,  do  you  remember  whether  there  was  a  com- 
mittee of  three  appointed  to  construe  that  contract  ? 

Mr.  Laggren.  There  was  a  committee,  but  I  don't  know  whether 
it  was  a  committee  of  three.    There  was  a  committee  formed. 

The  Chairman.  Do  you  know  whether  or  not  Mr.  Weaver  was  a 
member  of  that  committee? 

Mr.  Laggren.  Yes,  sir;  he  was. 

The  Chairman.  Was  the  contract  construed  in  favor  of  the  Barde 
Co.  ? 

Mr.  Laggren.  In  some  respects  it  was,  and  in  some  respects  it 
was  not.  ' 

The  Chairman.  In  its  final  analysis,  it  was  favorable  to  their 
contention,  wasn't  it? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  So  that  was  that  while  Mr.  Weaver  was  acting 
as  adviser  on  steel  ? 

Mr.  Laggren.  That  was  while  Mr.  Weaver  was  a  full-fledged 
member  of  the  construction  claims  board. 

The  Chairjvian.  And  how  long  after  that  did  he  become  associated 
with  the  Barde  Co.  ? 

Mr.  Laggren.  I  could  not  give  you  a  definite  figure,  because  it 
never  stuck  in  my  mind — a  month  or  so. 

The  Chairman.  Within  a  few  weeks? 

Mr.  Laggren.  I  would  not  say  "  a  few  weeks."    I  think  it  is  too 
close.    I  would  sav  a  month  or  so. 
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The  Chairman.  A  month,  or  perhaps  six  weeks? 
Mr.  Laqoben.  A  month,  or  perhaps  six  weeks  ? 
The  Chairman.  Now,  were  you  consulted  with 
ontroveriy  about  what  should  constitute  fabricate 
hould  not?    Did  they  ask  you  to  give  your  views  i 
Mr.  Laggren.  No,  sir. 

The  Chairman.  Well,  did  you  have  any  views  ir 
Mr.  Laggren.  No,  sir. 

The  Chairman.  Do  you  know  what  the  principal 
Mr.  Laggren.  No,  sir ;  I  do  not. 
The  Chairman.  Have  you  been  advised  as  to  wh 
on  was  as  to  the  interpretation? 
Mr.  Laggren.  No,  sir ;  there  was  a  supplemental  i 
hich  I  have  never  read. 

The  Chairman.  And  how  are  your  representati 
isposing  of  this  material  ? 

Mr.  Laggren.  Under  direction  from  Washingto 
on  of  claims  all  go  into  the  home  ofEce. 
The  Chairman.  No  records  in  your  office  to  show 
Mr.  Lagoren.  Yes,  sir ;  there  are  records,  but  I  i 
don't  even  know  exactly  what  those  records  are. 
an  here  whom  I  understand  you  are  going  to  put 
bly  tell  you  what  those  records  are. 
The  Chairman.  He  is  your  assistant,  I  take  it? 
Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  he  has  supervision  over  thai 
Mr.  Laggren.  No,  sir;  he  had  not  supervision 
ntract  at  all,  except  that  he  has  been  in  the  distr 
ve  and  probably  knows  what  records  we  have  o 
let. 

The  Chairman.  Well,  there  are  some  matters,  tl 
iterial  and  sales  of  materials  that  are  in  the  yard 
It  have  been  handled  direct  through  Washington, 
after  the  decision  is  made  there  you  are  infom 
itemed  accordingly. 

tfr.  Laggren.  I  am  governed  accordingly,  if  I  th 
[  don't,  I  will  make  my  objection, 
he  Chairman.  Have  you  made  any  objections 
Barde  contract  ? 

Ir.  Laggren.  No,  sir;  I  do  not  believe  there  ha ^ 
IS  of  dispute  up  since  I  have  been  in  the  distr 
V  have  never  come  to  my  attention, 
"he  Chairman.  Do  you  know  whether  or  not,  ; 
de  contract  and  the  supplemental  agreement  in 
ing  the  phrase  "  fabricated  material  "  has  rcsu 
hands  of  the  Fleet  Corporation  a  large  quantity 
ht  profitably  have  been  included  in  the  origina 
Tr.  Laggren.  I  don't  believe  that  question  has  I 
d  yet  on  that  point  of  fabricated  steel, 
he  Chairman.  You  think  that  this  supplemeni 
definitely  decide  it? 

fr.  Laggren.  No;  I  think  that  was  on  another  pc 
on  loading  and  on  lengths.     I  don't  think  it  ^ 
I.   I  don't  believe  it  has  been  settled  yet. 
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The  Chairman.  You  have  nothing  to  do  with  amortizati 
plants,  do  you? 

Mr.  Lagoren.  No,  sir ;  not  any  more. 

The  Chairman.  Did  you  when  you  were  in  the  construction 
division? 

Mr.  Lagoren.  The  construction  claims  board  had  that  tlii 
fight  all  the  time. 

The  Chairman.  Of  course,  there  was  a  wide  variance  betwe 
board  and  the  various  parties  upon  that? 

Mr.  Lagoren.  A  tremendous  amount;  yes,  sir.  That  wa 
always  has  been  a  controversy,  and  to-day  it  is  the  big  contrt 
on  the  big  ships,  as  you  know. 

The  Chairman.  You  said  that  when  you  took  charge  of  yoi 
trict,  you  reduced  your  force  considerably  and  got  rid  of  inei 
men  ? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Were  there  a  number  of  inefficient  employee 

Mr.  Laggren.  Yes,  sir ;  there  were  lots  of  men  on  there,  and 
of  various  kinds  who  did  not  have  enough  to  keep  them  worki 
to  full  speed  all  the  time,  in  my  estimation,  and  on  my  princi 
running  an  organization,  it  is  to  double  up  the  work  on  the  el 
men  and  drop  those  that  are  not  and  help  those  out  that  are  ei 
with  an  increase  of  salary,  if  we  can  slip  it  past  the  Board  of 
tees.    That  is  my  principle  of  organization. 

The  Chairman.  That  is,  keeping  the  force  that  you  have, 
inp,  keeping  them  aU  busy? 

Mr.  Laggren.  Absolutely;  keeping  them  all  up  to  the  top 
if  you  don't,  they  fall  back. 

The  Chairman.  How  much  did  you  reduce  your  force  wh( 
came  in? 

Mr.  Laggren.  Reduced  it,  approximately,  $95,000  so  far. 

The  Chairman.  In  salaries,  you  mean? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Is  that  a  year  or  what? 

Mr.  Laggren.  That  is  the  yearly  salaries.  Of  course,  we  h 
very  many  highly  paid  men. 

The  Chairman.  How  large  a  force  have  you  got,  Mr.  Laggre 

Mr.  Laggren.  Somewhere  in  the  neighborhood  of  157.  I  ha 
a  few  figures  here  [consulting  paper].  No;  I  have  not  got  m 
ures  here,  but  we  have  got  in  the  neighborhood  of  150  or  15 
ployees. 

The  Chairman.  How  many  do  you  think  you  had  before  von 
this  $95,000  reduction? 

Mr.  Laggren.  Over  200. 

The  Chairman.  Were  they  mostly  in  your  home  office,  c^ 
they  scattered  around  through  the  district? 

Mr.  Laggren.  All  over,  sir.  New  York,  Chicago,  Philac 
have  been  my  principal  points  of  reduction.  Then  I  have  cut 
entire  pay  rool  in  a  good  many  yards  by  making  drives  and 
ing  of  the  material  in  those  points,  so  we  could  stop  the  o 
right  here,  that  means  the  eliminating  of  guards  and  stor^ 
low-paid  men,  but  still  they  all  pile  up  the  overhead. 
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Mr.  Keij^y.  Did  the  personnel  of  the  claims  committee  change 
much  during  the  time  you  were  there? 

Mr.  Laggren.  Yes,  sir. 

Mr.  Keli^y.  Now,  just  run  along  through  that,  so  far  as  voor 
memory  will  serve  you,  and  tell  us  who  was  on  the  committee  froi 
the  start. 

Mr.  Laggren.  When  I  first  went  with  the  board  Mr.  Le\T  was 
chairman  of  the  board.  The  other  members  were  Mr.  Weaver,  Jlr. 
Murdock,  Mr.  Meigs,  and  Mr.  Lord.  That  was  a  committee  of  fivt 
of  which  Mr.  Ackermon,  then  vice  president  and  general  manager 
was  the  sixth,  except  that  he  was  ex  officio.  Shortly  after  that  Mr 
Lord  left  us  and  the  committee  continued  to  sit  with  Mr.  Levy,  Mr 
Weaver,  Mr.  Murdock,  and  Mr.  Meics,  Mr.  Levy  left  us  and  j 
captain  in  the  Navy  was  designated  as  chairman — I  forget  his  name- 
he  never  actually  sat  in  an  official  capacity,  and  Mr.  Talbert  cam* 
from  the  legal  division  as  a  member  of  the  board.  So  that  the  reall; 
active  board  was  then  Mr.  Talbert — Mr.  Talbert  came  before  Mi 
Levy  left.  When  Mr.  Levy  left  the  active  board  was  Mr.  Talbert 
Mr.  Weaver,  Mr.  Murdock,  and  Mr.  Meigs,  up  until  the  time  w 
moved  to  Washington. 

When  we  went  to  Washington  Col.  McGovem  was  designated  a 
chairman  and  joined  us  there,  and  Mr.  Weaver  and  Mr.  Talbert  com 
prised  the  other  two  members  of  the  board.  So  there  really  hav 
not  been  very  many  changes  and  through  the  whole  existence  of  th 
board  we  have  had  men  on  it  who  were  on  it  from  its  inception. 

Mr.  Kelley.  Let  us  see.  Who  is  on  the  board  now  who  was  o 
there  at  the  beginning? 

Mr.  Laggren.  Mr.  Talbert. 

Mr.  Kelley.  I  thought  he  came  on  a  little  later,  you  said. 

Mr.  Laggren.  From  the  beginning  ?  Oh,  no  one  is  there  now  wli 
came  on  from  the  beginning.     But  that  is  very  recently. 

Mr.  Keli^y.  But  no  one  is  there  now  who  was  on  even  when  vc 
went  there  first  ? 

Mr.  Laggren.  No. 

Mr.  Kelley.  I  suppose  in  a  case  of  the  board  changing  like  that 
good  deal  of  the  work  of  referring  cases,  the  Government's  side 
the  claims,  fell  to  you  as  secretary  ? 

Mr.  Laggren.  No,  sir.  We  had  a  very  excellent  working  syste 
for  the  preparation  of  the  cases.  I  had  supervision,  to  a  degn 
over  it,  but  I  had  nothing  to  do  with  the  actual  work.  My  duti 
were  executive  and  administrative  with  the  board,  to  see  that  ever 
thing  kept  functioning,  and  that  the  stuff  kept  coming  in  right. 

Mr.  Kelley.  Did  you  not  act  somewhat  in  an  advisory  capacity 
the  claims  themselves? 

Mr.  Laggren.  Very  seldom,  except  when  called  upon  by  the  boai 

Mr.  Kelley.  Well,  naturally,  would  they  not  quite  frequently  a 
you  for  your  opinion  as  to  what  you  thought  ought  to  be  done? 

Mr.  Laggren.  No,  sir;  very  seldom. 

Mr.  Kelley.  You  having  been  there  so  long,  and  being  so  famili 
with  all  these  things 

Mr.  Laggren  (interposing).  Very  seldom,  for  this  reason,  th 
while  at  the  present  time  no  member  of  the  committee  was  on  it  at  i 
inception,  Mr.  Talbert  came  on  it  at  the  time  when  the  principl 


SHTPPOTG  BOARD  OPERATIONS.  2877 

?hich  it  was  to  work  were  iust  becoming  firmly  molded,  and  lie 
lied  them  very  carefully  and  was  with  us  throughout,  and  is  with 
board  now,  and  he  is  the  man  now,  on  matters  of  policy,  tliey 
lid  ^0  to. 

It.  Kellet.  Who  took  your  place  as  secretary  ? 
rlr.  Lagoben.  My  assistant. 
Jr.  Kellet.  Had  he  been  there  long  i 

At,  Lagoren.  I  believe  he  came  in  the  fall  of  the  same  year  I  did — 
the  fall  of  1919. 

Mr.  Kellet.  Is  he  a  younger  man  or  an  older  man  than  you  are  ? 
\b.  Laggren.  He  is  an  ol(fer  man. 
tfr.  Kellet.  Is  he  a  lawyer? 
tlr.  Laggkbn.  No,  sir. 

Mr.  Kellet.  I  suppose  you  have  not  much  of  an  idea  how  long  it 
11  take  to  settle  up  the  claims  ? 
ilr.  Lagoren.  Yes,  sir. 

Hr.  Kellet.  Against  the  Shipping  Board — about  how  long? 
kfr.  Laggren.  I  believe  that  the  construction  claims  board,  as  such, 
I  go  out  of  business  in  a  very  few  months.     It  has  accomplished  a 
mendous  amount  of  work. 

Hr.  Kellet.  You  were  so  well  e<}uipped  for  that  work  and  have 
m  there  so  long  and  the  board  going  out  after  such  a  short  time,  it 
her  occurred  to  me  that  it  would  have  been  in  the  interest  of 
ciency  had  you  continued  there  until  these  claims  were  all  out  of 
>  way.  Will  there  not  be  some  lost  motion  there,  occasioned  by  the 
inge? 

^.  Laggren.  Not  a  bit.  I  set  up  things  when  I  left  there  so  that 
y  have  gone  on  very  smoothly.  My  assistant  is  a  very  conscien- 
is  man,  to  whom  I  have  given  as  much  authority  as  possible,  and 
an  I  leave  he  can  take  the  job. 

ilr.  Kellet.  Of  course,  you  were  thoroughly  familiar  with  every- 
^  connected  with  all  the  rulings  from  the  beginning? 
^.  Laggren.  As  familiar  as  I  could  be ;  yes,  sir. 
4r.  Kellet.  In  this  position  which  you  hold  now,  what  equipment 
^ou  have  to  put  up  ? 

•w.  Laggren.  a  do  not  know  what  equipment  I  had  for  it. 
fc  Kellet.  I  mean  to  say,  have  you  ever  had  any  experience  in 
sale  of  large  quantities  of  machinery  and  other  material  of  that 

^«  Laggren.  Not  a  bit. 

ir,  Kellet.  Was  it  in  the  way  of  a  promotion  as  to  salary  ? 

fc  Laggren.  Yes,  sir. 

fc  KojiET.  That  sometimes  is  something  of  an  inducement  to 

•nge,  I  know. 

fr«  I4AOGREN.  I  might  as  well  tell  you  it  was  my  idea  to  get  back 

)  civil  life.    I  thought  I  had  had  enough  of  working  for  the  Gov- 

inent,  and  I  told  the  board  it  was  my  desire  to  resign,  if  I  could  do 

rithout  embarrassing  them,  about  October  1. 

it,  KjiiLET.  That  is  last  October? 

t  Lagoren.  This  same  October;  yes;  when  this  position  was 

fed  me. 

t  KEMiET.  But  you  will  probably  now  continue  on  until  this  sur- 

J material  is  pretty  well  out  of  the  way? 
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Mr.  Laggren.  I  will  continue  on  as  long  as  this  thing  goes  ahc 
I  won't  stay  with  anything  that  is  dead. 

Mr.  Kelley.  They  have  not  really  given  you  very  much  authoril 
on  this  sales  position  ? 

Mr.  Laggren.  Well,  it  is  according  to  how  you  construe  that. 

Mr.  Kelley.  I  judged  from  your  testimony  this  morning  that 
larger  items  had  already  been  disposed  of  and  were  being  banc 
from  Washington. 

Mr.  Jjaogren.  I  did  not  testify  to  that. 

Mr.  Kelley.  No  ;  possibly  not  in  that  many  words ;  but  a  part 
the  sales  business  is  conducted  in  Washington  and  part  through  yc 
office  here? 

Mr.  Laggren.  Naturally;  ves,  sir. 

Mr.  Kelley.  Is  it  in  the  interest  of  efficiency  to  have  a  part  of  the! 
business  transacted  in  Washington  and  part  in  the  district  ? 

Mr.  Laggren.  The  way  we  work  it,  it  is  very  efficient ;  yes,  sir.  Aij 
long  as  we  have  a  close  tie-in  with  the  list  of  the  sales  of  the  hon»^ 
office,  everything  works  in  a  very  satisfactory  manner. 

Mr.  Kelley.  Do  you  have  some  inspectors  that  report  both  to  yott 
and  to  Washington? 

Mr.  Laggren.  Well,  what  sort  of  inspectors? 

Mr.  Kelley.  Well,  I  understand  you  have  men  in  these  lumbff 
yards  to  see  that  the  right  man  gets  the  right  lumber.  You  do  not 
have  jurisdiction  over  it  exactly;  that  is,  over  all  of  it,  though  ]«hi 
have  over  part  of  it.  There  is  certain  lumber  in  the  yard  over  wmA 
you  have  jurisdiction  and  there  is  lumber  in  the  same  yard  they  hare 
Jurisdiction  over  in  the  Washington  office.  Are  there  two  men  watch- 
ing such  a  yard,  or  just  one  ? 

Mr.  Laggren.  No,  sir ;  there  are  not.  I  might  suggest  that  I  wiU 
answer  those  questions,  if  you  want  me  to.  The  head  of  my  ware- 
housing section  is  here,  and  I  expect  will  be  the  next  witness,  and  he 
can  give  you  much  more  reliable,  authentic,  and  accurate  information 
on  those  things  than  I  can. 

Mr.  Kelley.  I  judged  from  what  you  said  that  as  long  as  this 
thing  goes  ahead,  that  you  want  to  remain  with  the  Government,  but 
you  do  not  want  to  stay  with  it  after  it  is  dead. 

Mr.  Laggren.  No,  sir. 

Mr.  Kelley.  By  that  you  mean  that  you  do  not  want  to  be  merely 
a  perfunctory  officer,  and  I  wondered  whether  or  not  there  were  signs 
of  your  being  a  perfunctory  official  ? 

Mr.  Laggren.  Absolutely  none ;  we  are  getting  more  authority  all 
the  time. 

Mr.  Kelley.  Are  there  any  materials  over  which  you  would  not 
have  jurisdiction  besides  what  you  have  testified  to  this  morning? 

Mr.  Laggren.  There  may  be  some  other  contracts  in  existence,  but 
I  am  not  sure  of  it.  Of  course,  we  have  no  jurisdiction  over  the  sale 
of  ships,  except  that  we  may  negotiate  sales  and  refer  them  to  the 
ship  sales  division. 

Mr.  Kelley.  I  should  think  you  would  have  to  know  very  definitely 
about  all  the  contracts  for  material  over  which  you  did  not  have 
jurisdiction  ? 

Mr.  Laggren.  I  might  know  that.  If  anything  which  has  been 
under  a  prior  contract,  that  contract  determines  the  disposition  of 
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it  material,  and  if  that  was  sold  and  completed  prior  to  my  taking 
5r  the  supply  sales  division,  I  naturally  have  no  interest  in  it.  It 
^as  contract  involving  the  sale  of  material  in  my  district  since  my 
zing  over  the  sales  division  I  would  have  an  interest  in  it.  Some 
those  contracts  are  still  interpreted  in  Washington.  That  was  so. 
d  there  may  come  a  day  when  they  will  turn  them  over  to  me.  I 
not  know.  Some  of  them  are  interpreted  in  our  district,  but  when 
B  contract  was  made  and  negotiated  in  the  home  office,  that  is 
ually  where  the  disputes  and  areuments  entering  into  it  are  going 
be  brought  out.  That  is  what  I  meant  by  not  having  jurisdiction 
cr  sales  made  in  the  home  office  prior  to  my  taking  over  the  district, 
Mr.  Kelley.  Who  is  your  superior  in  Washington  ? 
Mr.  Laggren.  Mr.  H.  G.  Miller  and  his  executive  manager  of  ware- 
»use  and  sales ;  of  course,  they  are  both  higher  than  we  are. 
Mr.  KELI.EY.  How  long  has  Mr.  Miller  had  charge  of  the  sales  de- 
irtment  in  Washington  1 

Mr.  Laggren.  He  must  have  gone  in  there  in  July,  somewhere  in 
lere,  or  maybe  within  a  month  of  it.    1$  do  not  know. 
Mr.  Kellet.  How  much  property  have  you  within  your  district 
)r  sale  ? 

Mr.  Laggren.  I  can  not  tell  you  without  looking  at  my  records.  I 
ould  not  even  attempt  to  estimate  it. 

Mr.  E^EiXEY.  Do  you  find  any  special  confusion  growing  out  of  part 
f  this  work  being  handled  in  Washington  and  part  here? 
Mr.  Laggren.  1  think  we  are  thrashing  those  things  out  in  good 
hape.  If  we  are  negotiating  the  sale  of  a  ship,  Washington  agrees 
0  keep  its  hands  off  until  we  get  the  sale  worked  up  to  a  point  where 
t  can  be  completed,  and  then  it  goes  to  Washington  for  conclusion, 
f  people  walk  into  the  Washington  office  and  try  to  negotiate  bids, 
Washington  sends  that  up  to  my  office.  I  went  down  there  and  had 
lat  out  with  them. 

Mr.  Kelley.  What  has  become  of  all  that  fabricated  steel  in  Hog 
land  ?  I  think  there  is  enough  there  for  a  dozen  or  perhaps  eleven 
ips? 

Mr.  Laggren.  As  far  as  I  know,  it  is  still  there.  But  that  is  not 
ithentic. 

Mr.  Kelley.  Is  not  that  under  your  jurisdiction? 
Mr.  Laggren.  Hog  Island  is  under  a  special  representative. 
Mr.  Kelley.  I  thought  Hog  Island  was  a  sort  of  a  concentration 
spot  where  all  the  material  from  various  yards  had  been  gathered 
ffether? 

Mr.  Laggren.  There  is  a  lot  of  stuff  in  there ;  a  lot  from  the  Ameri- 
n-IntemationaL  and  probablj^  from  some  other  yards,  too. 
Mr.  Kelley.  Have  you  been  in  there  lately  ? 

Mr.  Laggren.  I  have  not  been  in  there  for  three  weeks  or  a  month. 
Mr.  Kelley.  Is  it  still  all  stored  beautifully  out  there  in  the  sand? 
Mr.  Laggren.  Oh,  I  think  they  have  been  making  considerable 
rogress  in  getting  that  stuff  where  it  belongs. 
Mr.  Kelley.  Is  some  of  it  outdoors  still  ? 

Mr.  Laggren.  I  guess  there  is;  there  is  bound  to  be  if  they  have 
>t  got  enough  roofs  to  put  it  under. 

Mr.  Kelley.  I  suppose  it  would  have  been  advantageous  to  have 
me  of  the  lumber  used  to  build  roofs  ? 
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Mr.  Laogren.  I  can  not  guess  on  that;  I  could  guess  on  it, 
what  is  the  use?     I  do  not  know. 

Mr.  Kellky.  Now,  from  your  experience  as  a  business  man, 
woukl  you  say  about  leaving  tlie  machinery  and  bolts,  electrical  snp-j 
plies,  and  various  otlier  perishable  stuff  out  of  doors? 

Mr.  Laggren.  I  would  say  put  it  under. 

Mr.  Kelle:y  (continuing).  And  selling  the  lumber  at  the  price  is 
got  for  it^ 

Mr.  Laggren.  I  would  say  put  it  under;  but  I  do  not  know  whete 
that  stuff  is  outdoors. 

Mr.  Kelley.  If  it  is  outdoors? 

Mr.  Laggren.  If  it  is  outdoors,  I  would  say  certainly  cover  it  wMi 
something. 

Mr.  Kelley.  Was  it  outdoors  three  weeks  ago  ? 

Mr.  Laggren.  I  do  not  know. 

Mr.  Kelley.  When  you  were  down  there,  what  did  you  see  out- 
doors ? 

Mr.  Laggren.  Practically  nothing;  I  went  into  one  warehouse tnd 
got  out  again.     I  was  there  on  business. 

Mr.  Keixey.  You  did  not  look  at  the  stuff  outdoors? 

Mr.  Laggren.  I  drove  around  and  looked  at  it. 

Mr.  Kelley.  Are  there  sheds  built  over  it,  running  down  on  thit 
long  stretch  there  a  half  mile? 

Mr.  Laggren.  There  were  quite  a  few  sheds  down  there  with  stol 
imdcr  them. 

Mr.  Kelley.  But  that  did  not  come  under  your  jurisdiction? 

Mr.  Laggren.  No,  sir. 

Mr.  Kelley.  ^^^lere  is  the  stuff  imder  your  jurisdiction? 

Mr.  Laggren.  All  over  the  eastern  district.  Some  of  it  is  in  diip- 
yards,  some  of  it  is  in  manufacturing  plants,  some  of  it  is  in  construc- 
tion yards,  and  some  in  warehouses. 

Mr.  Kelley.  Do  you  know  how  much  rent  we  are  paying  for  actnil 
storage  now? 

Mr.  LAG(iREN.  Xo.  sir;  but  I  can  give  that  to  you  if  you  want  to 
find  out. 

Mr.  Keli^ey.  I  think  that  would  be  a  good  thing  to  have. 

Mr.  Laggren.  We  are  going  very  carefully  into  the  warehouse 
situation. 

Mr.  Kelley.  Have  you  got  a  good  many  feet  of  warehouse  space 
occupied  in  New  York  City  ? 

Mr.  Laggren.  No,  sir;  we  have  not.  We  have  one  warehouse  iB 
New  York  City  at  Kent  Avenue,  Brooklyn,  the  rental  of  which,  I 
believe,  is  $15,000  a  year. 

Mr.  Kei.ley.  Where  is  your  material  in  New  York  located? 

Mr.  Laggren.  At  the  concentration  yard  at  Wilson  Point;  and 
then,  of  course,  it  is  in  lots  oi  shipbuilders'  plants  and  manufacturers' 
plants  all  around  New  York. 

Mr.  Kelley.  What  State  is  Wilson  Point  in? 

Mr.  Laggren.  Connecticut. 

Mr.  Keli^y.  How  about  the  housing  conditions  for  this  machinery 
and  these  supplies  at  Wilson's  Point?  Is  it  pretty  well  under  cover 
there?  ^  . 

Mr.  Laggren.  Yes,  sir ;  they  have  been  putting  Wilson's  Point  Jn 
pretty  good  shape.    The  stuff  was  dwrnp^fii  \iv\»  >3aft'S^\\ara3J^  Point 
plant  somewhat  promiscuously,!  swppo^,  ^av^l^ «a\.^^aefe \b.^^t^ 
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re  was  stuff  dumped  there  outside  which  should  have  been  put 
ier  cover,  and  later  there  was  stuff  that  should  have  been  put  under 
rer  which  was  left  outside,  but  that  is  a  condition  that  I  do  not 
itik  you  can  very  well  criticize  any  one  for,  as  long  as  steps  were 
ken  and  discovered  to  remedy  it.  The  stuff  must  have  been  coming: 
.  there  pretty  fast. 
Mr.  Khllby.  How  did  you  get  your  inventory  of  stuff  on  hand  ? 

Mr.  Laggren.  We  get  that  through  the  inventory  section. 

Mr.  Kellet.  How  do  they  get  it  ? 

Mr.  Laggren.  Go  out  ana  get  it,  take  it. 

Mr.  Kellby.  That  is,  they  went  to  the  concentration  yards? 

Mr.  Laggren.  Yes,  sir. 

Mr.  Kellet.  And  the  other  other  places  where  it  is  stored  and  made 

list  of  the  stuff? 

Mr.  Laggren.  Yes,  sir. 

Mr.  Kellet.  How  do  they  know  they  got  all  they  ought  to  have  ? 

Mr.  Lagorex.  I  do  not  suppose  they  know  whether  they  got  every 
■ick  or  not,  the  inventory  men  or  inventory  crews ;  the  inventory 
®n  or  inventory  crews,  I  suppose,  are  supposed  to  go  in  and  take  an 
Jjntory  under  the  head  of  the  inventory  section, 
^r.  Kjellet.  Is  there  any  way  they  could  check  up  with  the  ma- 
iiiery  and  lumber  and  other  supplies  that  were  sent  to  these  places 
the  first  place,  to  know  how  much  was  used  and  determine  how 
leh  ought  to  be  left  there  ? 

Hr.  Laggren.  Yes,  sir;  there  is  an  accurate  record  kept  of  all 
se  things,  all  incoming  shipments  and  outgoing  shipments. 
f r.  KetJiRT.  Of  course  there  ought  to  be,  but  are  you  sure  such  was 
case? 

f r.  Laggren.  No,  sir ;  that  is  past  history  that  I  can  not  tell  you. 
Ir.  Kellet.  Do^es  that  inventory  which  your  inventory  people  took 
he  yards,  where  the  concentration  yards  are  located,  tally  pretty 
1? 

fr.  Laggren.  Yes;  does  tally  pretty  well.  We  have  just  had  a 
r  inventory  at  Wilsons  Point  made,  and  that  inventory  should  be 
lost  typed  at  the  present  time.  That  ought  to  be  the  most  accu- 
5  thing  we  have  ever  had  come  out  of  Wilsons  Point. 
fr.  ElEllet.  How  much  have  you  got  in  this  fund — how  many 
lars'  worth  of  material  ? 

fr.  Lacgren.  None  of  us  have  seen  that  inventory.    That  does  not 
jrest  me  until  I  see  it  completed — but  probably  $7,000,000  or 
)00,000.    I  may  be  over  a  couple  of  million.    But  in  a  few  weeks 
will  be  able  to  exactly  see  that  inventory, 
fr.  Kellet.  Do  you  sell  the  steel  ? 
[r.  Laggren.  Yes,  sir;  we  sell  steel. 

[r.  Kellet.  What  shape  is  the  steel  in  that  you  have  to  sell  ? 
[r.  Laggren.  All  conditions. 

[r.  Kellet.  But  you  have  steel  not  fabricated — that  is,  not  made 
For  some  particular  ship  ? 

[r.  Laggren.  We  probably  have  very  little  unfabricated  steel,  be- 
3e  the  unfabricated  steel,  as  I  understand,  was  included  in  the 

(r  of  the  contract, 
r.  Kellet.  And  the  steel  made  for  some  particular  ship  is  about 
jTou  have  on  hand  ? 
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Mr.  Laggren.  We  have  fabricated  steel. 

Mr.  Kelley.  That  is  what  you  meant  by  that,  is  it  not? 

Mr.  Laggren.  We  have  some  structural  steel. 

Mr.  Kelley.  Where  else  have  you  ^ot  materials? 

Mr.  Laggren.  We  have  also  got  material  at  Metuchen  warehoi 
also  in  the  warehouse  at  Erie  and  the  warehouse  at  Chicago. 

Mr.  Kelley.  Does  your  jurisdiction  extend  to  Chicago? 

Mr.  Laggren.  Yes,  sir. 

Mr.  Kelley.  Have  you  any  at  Detroit  ? 

Mr.  Laggren.  We  have  no  concentration  at  Detroit;  no,  sir. 
material  there  is  simply  scattered  through  the  plants. 

Mr.  Kelley.  Just  how  do  you  get  in  touch  with  customers 
these  materials? 

Mr.  Laggren.  We  have  what  we  call  our  mailing  list,  which 
attempt  to  keep  up  to  date,  which  shows  possible  purchasers  for  all 
classes  of  material.  Those  are  left  in  the  hands  of  our  salesmen, 
head  of  our  warehouse  and  sales  section ;  the  head  of  our  wareho 
and  sales  section  has  that  list  which  he  works  with  always;  min 
get  a  statement  of  material  when  it  is  turned  over  to  us,  and  that  is 
when  we  get  jurisdiction,  inventory  certified  and  appraised.  We  will 
write  to  40  or  50  different  firms  showing  them  we  have  this  list  of 
material,  attach  a  list  to  it  minus  cost  price  and  minus  appraisd 
price — that  means  nothing  to  them :  that  is  confidential  information. 
That  goes  out  to  all  these  people.  We  may  ask  them  to  go  over  and 
take  a  look  at  it  and  give  us  an  offer  on  it;  we  may  say,  "We  are 
going  to  open  bids  on  this  on  December  10,  at  10  o'cIock.  Send  in 
your  bids,  with  10  per  cent  certified  check,"  and  so  on,  whatever  the 
terms  are  going  to  be.  We  circularize  so  as  to  get  in  touch  with 
everv  possible  buyer  for  that  material. 

Mr.  Kelley.  lou  do  sell,  of  course,  below  the  appraised  price? 

Mr.  Laggren.  Yes,  sir. 

Mr.  KiiiuLEY,  And  who  finally  passes  on  such  sales  as  that? 

Mr.  Laggren.  There  are  a  good  many  rules  governing  that,  all  of 
which  I  do  not  remember.  I  dor  not  attempt  to  carry  them  in  mj 
head.  If  we  are  going  to  clean  out  a  small  lot  of  material  under  i 
certain  figure,  we  will  say,  $1,000,  at  a  plant  where  we  are  paying 
storage  on  it,  it  would  not  pay  us  to  take  and  move  that  across  the 
country  to  some  storage  point  if  we  can  sell  that  out  in  our  own 
judgment  below  appraisal.  Anything  which  is  sold  out  of  one  of  our 
concentration  warehouses,  if  it  is  sold  below  appraisal,  must  go  to 
Washington  for  the  approval  .of  the  officials  in  \\  ashington. 

Mr.  Kelley.  And  these  smaller  sales  your  personal  approval  is 
sufficient  ? 

Mr.  Laggren.  These  smaller  sales  on  appraisal  at  manufacturing 
plants  can  be  made  according  to  the  judgment  of  the  district  director. 

Mr.  Kelley.  When  you  were  on  the  claims  board,  what  depart- 
ment of  the  Fleet  Corporation  gave  you  your  information  upon  which 
you  could  take  the  Government's  side  oi  the  case? 

Mr.  La(x;ren.  Originally  the  supply  and  sales  division  had  a  can- 
cellation section.    They  worked  up  the  cases 

Mr.  Kelley  (interposing).  You  see,  I  am  talking  now  about  the 
claims. 

Mr.  Laggren.  That  is  right ;  I  am  coming  to  it.  They  worked  up 
the  claims  for  presentation  to  our  boaxd  oiv  ^uxOcvasfc  ^xfe^.  That  is 
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t  a  contract  for  ship  construction,  but  on  the  machinery  contracts 
d  purchases  of  supplies  and  purchases  of  equipment — ^they  would 
►rk  up  the  cases  and  send  them  in  to  our  board;  that  is,  the  can- 
lation  section  of  the  supply  and  sales  division.  There  was  a  section 
ey  called  the  cancellation  section,  which  was  attached  to  the  con- 
•uction  division — I  think  that  is  its  organization  attachment — that 
>rked  up  the  claims  on  ship  contracts. 

Then,  later,  when  we  were  trying  to  get  matters  better  systema- 
sed,  we  did  away  with  the  cancellation  section  of  the  supply  and 
les  division  and  with  the  cancellation  division  of  the  construction 
Tision,  and  we  set  up  district  offices  under  the  construction  claims 
Mird  throughout  the  country.  / 

The  first  try-out  with  that  was  with  district  cancellation  claims 
ad  contract  boards.  That  did  not  work.  So  we  changed  it  and 
€  put  one  man  in  each  place,  called  the  district  adjuster.  It  was 
p  to  him  to  see  that  the  claims  got  in  from  those  districts.    He  had 

force  of  negotiators  with  him.  He  had  at  his  services  the  district 
DinptroUers.  He  worked  up  the  claims,  got  the  signatures  of  the 
istrict  comptrollers,  and  their  approval,  and  district  managers  and 
arious  other  people  interested  and  sent  them  on  into  Washington 
0  our  board — worked  up  what  we  called  the  "  recommendation." 
^0  case  would  go  before  the  board  without  what  we  called  the  can- 
dlation  recommendation,  which  set  up  the  history  of  the  contract, 
vhat  was  canceled,  what  the  contractor  claimed,  aiscussion  on  each 
tem,  why  items  were  disallowed,  how  much  the  contractor  cut  down, 
low  his  overhead  figured,  and  everything  about  the  claim. 

Mr.  Kelley.  Would  that  all  come  down  to  you  through  the  comp- 
roller's  office  ? 

Mr.  Laooren.  Every  claim  that  came  into  our  office  we  sent  to  the 
eneral  comptroller's  office.  That  claim  was  not  acted  upon  by  the 
aard  until  we  got  the  comptroller's  report  on  it ;  that  was  to  check 
p  on  the  bids.  Of  course,  it  was  all  supposed  to  be  audited  before- 
and.  Sometimes  claims  came  in  improperly  audited,  and  the  comp- 
•oUer  would  want  to  find  fault  ^^'ith  it  and  criticize.  So  we  adopted 
18  system,  in  order  to  prevent  trouble  after  settlement,  of  getting 
lese  things  beforehand. 

Mr.  Kelley.  And  would  the  comptroller  make  a  recommendation 
8  to  what  he  claimed  should  be  allowed  ? 

Mr.  Laggren.  The  comptroller,  if  he  approved,  would  write  us  a 
mail  letter,  which  would  go  on  file,  and  be  presented  to  the  board 
long  with  the  cancellation  recommendation,  stating  in  a  few  words 
hat  he  approved  settlement  as  recommended.  If  he  disagreed  with 
ny  part  of  it  he  would  state  what  his  disagreement  was,  and  we 
f;ould  probably  send  for  his  representative  and  argue  it  out  with 
im.  Maybe  we  would  have  to  send  for  the  contractor,  and  get  the 
^mptroller  and  our  people  and  the  contractor  together,  and  work 
U  something  that  was  mutually  satisfactory. 

Mr.  Kelley.  The  allowances  which  you  made  finally  might  or 
ight  not  be  in  harmony  with  the  ideas  of  the  comptroller  ? 
Mr.  Laggren.  Very  seldom  were  they  out  of  harmony  with  the. 
eas  of  the  comptroller,  because  the  comptroller  was  a  J^^^  ^"^ 
id  his  hands  on  the  money  bag,  and  if  it  came  to  a  showdown, 
though  we  always  disupted  authority,  if  the  comptroller  did  not 
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think  a  claim  was  a  ripjht  claim  it  came  pretty  near  being  held  n] 
and  usually  was  held  up. 

Mr.  Kei.ley.  Where  would  it  go  then,  if  the  comptroller  could 
agree  ? 

Mr.  Laggren.  Sometimes  it  had  to  go  to  the  board  of  tnii 
usually  we  could  come  to  an  agreement  among  ourselves. 

Mr.  Kelley.  The  chairman  mentioned  a  few  cases  this  morning-j 
the  Merrill-Stevens  case.  Did  the  comptroller  approve  that  Mt. 
ment  ? 

Mr.  Laggren.  I  can  not  answer;  I  do  not  know. 

Mr.  Keu.ey.  And  how  about  this  White  Haven  case? 

Mr.  Laggren.  I  can  not  answer  as  to  that.  That  is  a  canoebil 
case,  and,  as  I  answered  this  morning,  I  do  not  know.  I  know  thii] 
the  comptroller's  man  was  in  our  lx)ard  room  day  after  day  lat 
week  after  week,  and  that  he  got  all  sorts  of  statements  from  m^ 
and  he  was  working  with  us  to  attempt  to  arrive  at  somethinf. 
Whether  they  got  in  mutual  accord  on  that,  I  do  not  know. 

Mr.  Kelley.  That  was  done  after  you  left  the  board? 

Mr.  Laggren.  During  my  regime,  but  those  were  special  cases. 

Mr.  Kelley.  You  can  not,  of  course,  carry  the  records  all  in  yoof 
mind. 

Mr.  Laggren.  No. 

Mr.  Kelley.  I  do  not  remember  whether  you  stated  who  were  the 
parties  in  interest  in  the  White  Haven  case  f 

Mr.  Laggren.  The  names? 

Mr.  Kelley.  Yes. 

Mr.  Laggren.  No  ;  I  do  not  know  the  names. 

Mr.  Kelley.  You  have  not  very  much  pei'sonal  knowledge  of  tni 
kind  about  these  wooden  ships  or  the  hulls? 

Mr.  Laggren.  No,  sir. 

Mr.  Kelley.  You  do  not  know  whether  or  not  any  wooden  ships 
are  being  built  now,  do  you  ? 

Mr.  Laggren.  I  should  say  no ;  but  I  do  not  know  whether  they 
are  or  not. 

Mr.  Kelley.  Probably  not  many  of  these  wooden-ship  yards  are 
doing  business  at  the  present  time?  * 

Mr.  Laggren.  No  ;  it  is  safe  to  say  they  all  went  out  of  busines& 

Mr.  Kelley.  It  would  practically  be  a  scrap  proposition,  would 
it  not  ? 

Mr.  Laggren.  Yes,  sir. 

Mr.  Kelley.  That  being  the  case,  how  could  they  make  a  claim 
against  the  Government  for  $20,000  for  a  hull  on  the  ways,  and  make 
it  stick  ? 

Mr.  Laggren.  They  claimed  it  cost  them  that  to  get  it  down. 

Mr.  Kelley.  If  the  yard  is  not  anv  good  only  for  scrap,  anyhow! 

Mr.  Laggren.  They  want  to  turn  the  yard  into  something  else,  and 
there  it  sets  in  the  middle  of  the  yard. 

Mr.  Keij^y.  I  have  seen  a  numoer  of  these  yards,  and  they  did  not 
look  like  they  would  be  a  very  good  place  for  resiaence  property  or 
anything  like  that. 

Mr.  Laggren.  You  can  not  tell  a  man  he  is  not  going  to  use  his 
yard  for  something,  if  he  comes  in  and  tells  you  he  is  going  to  use 
that  yard  for  something? 
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r.  KxLLEY.  Unless  the  Government  built  it  in  the  first  place,  or 

meed  large  sums  of  money  toward  it. 

J.  Lagoren.  Yes,  sir. 

ir.  Kellet.  You  do  not  have  any  jurisdiction  over  the  wooden 

IS  on  this  side  offered  for  sale? 

[r.  Laggren*.  No,  sir.    We  attempt  to  find  customers,  and  we  do. 

[r.  Keulkt.  Is  there  anybody  asking  for  the  purchase  of  these 

den  ships? 

Ir.  Laggrek.  No,  sir;  but  we  did  sell  one  in  our  New  York  office 

lileago. 

fr.  Kelley.  Do  you  remember  what  you  got  for  it? 

Ir.  Laggren.  Yes ;  we  got  $45,000  for  it,  and  had  a  deuce  of  a  time 

ting  the  man  to  take  it ;  he  wanted  to  back  out  of  it. 

It.  Keuley.  Do  you  remember  wha€  percentage  that  would  be  of 

cost? 

Ir.  Laggren.  Well,  I  do  not  know  what  the  average  was  on  the 

,  but  did  not  those  hulls  average  somewhere  around  $419,000  or 

),000. 

tr.  Kelley.  That  would  be  about  10  per  cent.     You  think  that  is 

•etty  good  sale,  do  you  ? 

r.  Laggren.   Yes,  sir.    I  do  not  know  whether  it  was  a  fully 

pleted  hull  or  not. 

r.  Kelley.  Do  you  know  what  the  Shipping  Board  asked  for 

e  hulls  out  there  in  Lake  Union  ? 

r.  Laggren.  What  they  are  asking  ? 

r.  Kelley.  Yes. 

r.  Laggren.  No,  sir;  but  I  suppose  if  they  had  been  allowed  to 

them  a  year  ago  they  would  be  a  whole  lot  better  off  than  they 

low. 

r.  Keli^y.  What  could  they  have  gotten  for  them  a  year  ago, 

ou  think,  Mr.  Laggren? 

r.  LuVGGREN.  They  might  have  gotten  $40,000  or  $50,000  for  them. 

p.  Kelley.  Wliere  are  the  hulls  stored  on  this  coast? 

r.  Laggren.  A  lot  of  them  are  at  Wilsons  Point — seven  or  eight 

lem  are  tied  in  there  at  Wilsons  Point. 

p.  Kelley.  Those  are  in  your  territory,  but  not  under  your  juris- 

on,  except  that  you  would  be  glad  to  sell  them  if  anybody  made 

ication  ? 

p.  Laggren.  Yes,  sir. 

p.  Kelley.  Do  you  know  what  you  did  with  the  machinery  which 

ad  on  hand  for  the  hulls? 

p.  Laggren.  We  are  willing  to  sell  one  of  the  hulls,  and  we  will 

;he  machinery  extra  that  is  not  in  it. 

p.  Kelley.  Do  you  have  jurisdiction  over  the  machinery? 

r.  Laggren.  Yes,  sir. 

p.  Kelley.  I  should  think  the  same  man  who  has  jurisdiction 

the  hulls  ou^ht  to  have  jurisdiction  over  the  machinery. 

p.  Laggren.  That  is  a  matter  of  organization. 

p.  Kelley.  What  do  you  think  ?  > 

p.  Laggren.  I  would  just  as  leave  have  jurisdiction  over  the 

5. 

p.  Kelley.  Or  the  man  who  has  jurisdiction  over  the  sale  of  the 
5,  why  should  he  not  have  the  machinery  that  goes  into  it  ? 
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Mr.  Laggrex.  You  see  that  does  not  affect  us  anv.  If  the  hoiw 
office  sell  a  JiuU  without  machinery,  they  have  to  sell  the  machinerj 
also. 

Mr.  Kellky.  Simply  directs  you  to  deliver  it? 

Mr.  Laggijex.  Sure.    They  have  ^ot  it  all  right  in  their  hands. 

Mr.  Kelley.  But  in  negotiating  a  contract  with  the  probable  pur- 
chaser he  would  undoubtedly  go  to  Washington  rather  than  to  bother 
with  vou  under  those  conditions,  because  he  would  first  have  to  make 
an  arrangement  for  the  hull  ? 

Mr.  Laggrex.  He  probably  would,  though  we  would  work  up  the 
negotiation  and  prepare  the  man  and  get  him  in  shape  and  get  him 
up  to  the  point  where  his  proposition  is  worth  something. 

Mr.  Kelley.  You  do  not  think  this  division  of  authority,  one 
agent  selling  the  hulls  and  another  selling  the  machinery — ^tends  to 
delay  the  whole  proposition  of  selling  these  ships,  do  you? 

Mr.  Laggrex.  No,  sir;  I  do  not  think  that  affects  it  a  particle;! 
think  it  is  all  right. 

Mr.  Kelley.  Very  often  during  the  war  we  would  hear  raen  com- 
plain about  having  to  go  from  one  agency  to  another,  and  that  they 
were  never  able  to  quite  finish  up  negotiating  a  contract.  Is  not  this 
something  like  that? 

Mr.  Laggrex.  A  lot  of  those  things  are  done  aw^ay  with,  because 
we  are  realizing  that  we  must  get  cooperation  and  coordination  on 
we  will  never  get  anywhere,  so  we  are  getting  it. 

Mr.  Kelley.  There  are  some  men  in  your  district  who  are  charge< 
with  the  respunsibility  of  carrying  out  the  Barde  contracts,  art 
there  ? 

Mr.  Laggrex.  Only  in  a  supervisory  capacity,  that  is  all. 

Mr.  Kelley.  To  whom  do  they  report? 

Mr.  Laggrex.  On  the  Barde  contract  itself — right  into  Wash 
ington. 

Mr.  Kelley.  They  are  not  under  your  supervision  at  all? 

Mr.  Laggrex.  Yes ;  because  they  do  a  lot  of  my  work. 

Mr.  Kelley.  You  employ  them,  do  you? 

Mr.  Laggrex.  Yes,  sir:  they  are  employed  in  my  office. 

Mr.  Kelley.  I  know ;  but  do  you  employe  them  ? 

Mr.  Laggrex.  Yes;  sure,  I  employ  them. 

Mr.  Kelley.  Do  you  hire  and  discharge  inspectors  at  will  ? 

Mr.  Laggrex.  Inspectors — that  is  a  very  vague  term.  I  do  no 
know  what  you  mean  by  that. 

Mr.  Kelley.  A^Hiatever  it  is  that  you  call  these  men  who  see  tha 
the  contract  is  properly  carried  out  ? 

Mr.  I^AGGREX'.  Yes :  1  can  discharge  them  at  will. 

Mr.  Kelley.  And  these  men  are  not  appointed  from  Washingtoi 
who  have  charge  of  the  Barde  contract  ? 

Mr.  Laggrex.  Not  the  men  in  my  district;  no. 

The  Chairmax.  You  said  something  about  this  material  at  WiJ 
sons  Point  having  been  piled  in  there  pretty  fast,  Mr.  Laggren? 

Mr.  Laggrex.  Yes,  sir. 

The  Chairmax.  What  was  the  cause  of  that  ? 

Mr.  Laggrex.  Canceled  ship  contracts. 

The  Chairman.  They  went  there  from  the  various  shipyards? 
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Mr.  Laggren.  I  know  that  Mr.  Miller  is  very  actively  engaged  in 
putting  all  his  districts  on  what  he  believes  to  be  a  solid  l)usineB 
basis. 

The  Chairman.  They  have  not  been  heretofore,  have  they?     . 

Mr.  Laggren.  Naturally  not.  In  a  mushroom  corporation  there 
have  been  lots  of  evils  that  always  take  a  man  .who  is  going  to  ^ 
into  the  thing  personally  to  stop — whether  Government  corporatioii 
or  private  corporation 

The  Chairman  (interposing).  Yes;  but  these  contracts  were  cm- 
celed  some  two  years  ago. 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  And  you  say  there  is  more  cooperation  and  co- 
ordination now  than  there  has  been  previously  ? 

Mr.  Laggren.  Yes,  sir. 

The  Chairman.  Do  you  not  think  that  the  shipping  of  vast  quan- 
tities of  material — machinery,  pumps,  dynamos,  engines,  lifeboits^ 
and  other  materials — into  these  concentration  plants  and  dumping 
them  down  in  the  sand  without  protection  from  the  weather,  in  many 
instances  without  any  inventory  or  check  up  being  made  of  the  ma- 
terial, could  have  been  avoided  in  the  first  instance? 

Mr.  Laggren.  I  would  want  to  know  before  I  answered  that  all 
the  conditions  which  led  to  those  shipments. 

The  Chairman.  Do  you  think  there  ought  to  have  been  any  con- 
ditions that  would  have  permitted  millions  of  dollars  worth  of  prop- 
erty being  handled  in  that  way,  in  such  haste  and  with  such  disre- 
gard of  proper  care  for  it? 

Mr.  Laggren.  No.  When  you  come  right  down  to  it  there  js  no 
excuse  for  carelessness  in  the  handling  or  property. 

The  Chairman.  You  have  seen,  you  say,  at  Wilsons  Point  and 
Hog  Isand 

Mr.  Laggren, (interposing).  I  did  not  say  Hog  Island. 

The  Chairman.  I  beg  pardon;  I  thought  you  said  you  drove 
around  the  property  at  Hog  Island  down  sJong  that  neck,  the  Iowa 
end  of  Hog  Island.    Have  you  ever  been  down  there — walked  down 
through  there  and  seen  the  material  ? 

Mr.  Laggren.  No;  I  have  never  walked  down  through;  I  went 
down  through  one  or  two  in  an  automobile. 

The  Chairman.  And,  of  course,  you  are  not  familiar  with  the  con- 
ditions on  the  Pacific  coast;  you  have  never  visited  that  coast? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  By  whom  were  you  appointed  to  your  presea^ 
position  ? 

Mr.  Laggren.  By  O.  G.  Thompson,  who  was  acting  director  o^ 
supply  and  sales  division  during  Mr.  Miller's  absence  on  the  Pacific 
coast. 

Mr.  Kelley.  lender  Barde's  contract,  did  he  buy  the  supplies  out- 
right from  the  Government? 

Mr.  Laggren.  What  do  you  mean  by  "buying  outright"? 

Mr.  Kelley.  What  is  it,  a  lump-sum  price? 

Mr.  Laggren.  The  original  contract? 

Mr.  Kelley.  The  one  he  is  operating  under  now  for  the 

Mr.  Laggren.  I  believe  he  did. 

Mr.  KelIxEY.  How  about  the  last  contract  ? 
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r.  Laqgren.  No,  sir;  that  is  on  a  pei-centage  basis. 

r.  Kelusy.  Under  that  contract,  who  fixes  the  prices  at  which 

i  to  sell  them  ? 

r.  Lagoren.  That  he  is  to  sell  atf 

T.  Kell£t.  Yes. 

T.  Laggren.  I  do  not  know. 

[r.  SIellet.  You  say  he  gets  a  percentage  of  the  sales  ? 

T.  Laggren.  Yes. 

r.  Kellet.  And  he  conducts  the  sales? 

r.  Laggren.  Yes,  sir. 

[r.  Kelley.  Do  you  not  know  the  general  terms  under  which  he 

[r.  Laggren.  No  ;  I  do  not.    I  have  only  heard  through  hearsay 

in  a  very  general,  way  the  terms  of  the  proposed  west  coast 
de  deal.  I  do  not  even  know  whether  it  is  consummated  or  not. 
ntually,  if  the  contract  is  ever  drawn,  I  will  get  it  and  read  it 
fulhr  for  my  own  information. 

T.  Kelley.  I  judge  from  what  you  said  you  thought  all  the  sup- 
s  ought  to  be  sold  as  near  the  market  price  in  the  commercial 
Id  as  possible  ? 

[r.  Laggren.  I  said  I  did  not  think  we  should  knock  down  our 
es. 

[r.  Kelley.  You  do  not  know  whether  or  not  Mr.  Barde  could 
ck  the  prices  down  or  not? 

Ir.  Laggren.  No  ;  but  I  do  not  see  how  he  could.    I  have  this 
ih  confidence  in  my  superiors  that  when  they  draw  their  contract 
li  Barde  it  will  amply  protect  the  United  States  Shipping  Board. 
Ir.  Kelley.  And  that  you  will  expect  to  find  there  a  provision 
Hiring  hitn  to  sell  as  near  market  price  as  possible  ? 
Ir.  Laggren.  I  would  expect  to  find  some  provisions  in  there 
tecting  the  Shipping  Board  as  to  prices. 
Ir.  Kelley.  You  have  not  any  knowledge  about  that  ? 
Ir.  Laggren.  No,  sir. 

Ir.  Kelley.  Did  you  have  anything  to  do  with  reinstating  can- 
d  contracts  ? 

Ir.  Laggren.  The  construction  claims  board  frequently  recom- 
ided  the  reinstatement  of  canceled  contracts ;  ves,  sir. 

.  Kelley.  Are  you   familiar  with   the   reinstatement   of   the 
sel  engine  contract  out  in  San  Francisco  or  Oakland  ? 
•r.  tiAGGREN.  I  was,  a  little,  at  the  time,  but  I  have  forgotten  all 
fetalis  of  that.    That  was  a  long  while  ago. 
^'  Kelley.  You  do  not  know  now  why  that  was  done? 
-  Laggren.  In  general,  they  figured  out  the  cancellation  costs, 

We  would  have  to  pay  if  we  accepted  the  cancellation  and  paid 
^an  his  regiilar  cancellation  allowances  and  compared  it  with  the 
>f  completing  the  engines,  and  the  balance  was  in  favor  of  rein- 
^g  the  engines  and  taking  them  as  completed  units  and  seeing 

^e  could  do  with  them. 

•   Kelley.  What  will  the  Government  do   with  these  engines 

it  gets  them  ? 
'.  Laggren.  That  is  one  of  the  problems  that  the  supply  division 
>ot  to  face. 
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Mr.  Kelley.  They  will  go  into  the  salvage  yard  to  be  sold,  will 
they  not? 

Mr.  Laggren.  We  do  not  know  where  they  will  go  yet. 

Mr.  Kelley.  They  are  not  building  them  for  any  ships  at  all! 

Mr.  Laggren.  No.  Do  you  get  the  point  on  the  reinstatement! 
You  must,  always  compare  cost  of  completion  with  your  cost  of  can- 
cellation, and  if  it  is  not  going  to  cost  you  as  much  to  complete  as  it 
is  to  pay  your  cancellation  costs,  whatever  you  can  make  out  of  your 
product  is  going  to  be  a  little  extra  for  the  United  States  Govern- 
ment. 

Mr.  Kelley.  This  contract  has  been  running  along  for  a  couple  of 
years,  has  it  not,  since  the  war  ended  ? 

Mr.  Laggren.  I  do  not  know  about  that. 

Mr.  Kelley.  Were  these  Diesel  engines  so  near  finished  two  years 
ago  that  they  are  still  being  delivered? 

Mr.  LactGren.  That  problem  did  not  come  to  the  board  two  years 

ago. 

Mr.  Kelley.  When  did  that  come  up  ? 

Mr.  Laggren.  This  past  winter,  when  I  was  in  Washington. 

Mr.  Kelley.  Why  did  they  not  stop  construction  on  these  men 

*■'  *'  •  •  •     • 

when  they  stopped  construction  of  other  things  when  the  amustic* 
was  signed  ? 

Mr.  Laggren.  That  is  another  question  I  can  not  answer. 

Mr.  Kelley.  That  was  not  a  matter  for  you  to  decide  ? 

Mr.  Laggren.  No,  sir. 

Mr.  Kelley.  And  you  have  no  information  as  to  why  it  was  no^ 
done? 

Mr.  Laggren.  No,  sir. 

Mr.  Kelley.  Who  would  know  about  that? 

Mr.  Laggren.  1  imagine  the  construction  of  those  Diesel  en^ines^" 
I  do  not  know  whether  that  would  come  under  construction  divisioti 
or  supply  and  sales.  That  w  as  a  building-up  program  and  I  did  not 
come  with  them  until  they  began  tearing  down. 

The  Chairman.  Just  a  single  question,  Mr.  Laggren.  You  stated 
that  some  of  these  shipbuilders  who  wanted  the  hulls  taken  off  th^ 
ways  represented  that  they  wanted  to  use  the  property  for  some- 
thing else  ? 

Mr.  Laggren.  Yes. 

The  Chairman.  Do  you  know  how  many  of  these  shipyards  ther' 
are  where  that  claim  was  set  up  which  remained  in  the  same  condi 
tion  as  they  did  when  the  hulls  were  removed  ? 

Mr.  Laggren.  No,  sir ;  I  do  not.    I  would  like  to  know,  but  I  do  tkp'^ 

The  Chairman.  Do  you  know  how  many  of  these  shipyards  the:« 
are  where  the  hulls  have  been  removed  under  the  Eogers  agreeme:* 
have  been  converted  to  other  uses  since  then? 

Mr.  Laggren.  No,  sir. 

The  Chairman.  I  think  that  is  all,  Mr.  Laggren. 

TESTIMONY  OF  MB.  EADS  JOHNSON. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Johnson? 
Mr.  Johnson.  Eads  Johnson. 
The  Chairman.  Where  do  you  reside "l 
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•.  Johnson.  University  Club,  New  York. 

e  Chairman.  What  is  your  business? 

'.  Johnson.  Consulting  marine  engineer  and  naval  architect. 

e  Chairman.  By  whom  are  you  employed? 

•.  Johnson.  It  is  my  own  business. 

HAiRMAN.   lou  are  in  business  for  yourself? 

\  Johnson.  Yes,  sin 

i€  Chairman.  Were  you  formerly  connected  with  the  Emer- 

y  Fleet  Corporation  ? 

r.  Johnson.  Yes,  sir. 

le  Chairman.  Or  the  United  States  Shipping  Board  ? 

r.  Johnson.  Yes.  sir. 

ie  Chairman.  When  did  yoi^  first  enter  their  employment  ? 

p.  Johnson.  In  April,  19i7. 

le  Chairman.  How  long  did  you  continue  with  them  ? 

'.  Johnson.  Until  about  October,  1917. 

e  Chairman.  In  w^hat  capacity? 

.  Johnson.  District  officer  here  in  New  York. 

?!  Chairman.  Of  what  did  your  duties  consist? 

.   Johnson.  I  was  detailed  here  to  take  entire  charge  of  the 

acts,  the  letting  of  contracts,  and  supervision  over  the  shipyards 

IS  district. 

e  Chairman.  You  let  what  sort  of  contracts? 

.  Johnson.  Contracts  for  wood  and  steel  ships  or  anything  that 

before  me  at  that  time. 

le  Chairman.  You  let  contracts  for  the  construction  of  ships? 

r.  Johnson.  We  have  the  vise  of  contracts,  you  may  say.    We 

hem  prepared  and  made  our  recommendations.     Then  they  went 

re  Gen.  Goethals,  and  he  was  to  approve  them. 

he  Chairman.  Well,  what  contracts  here  in  New  York  do  you 

11  that  you  viseed  or  recommended  being  let  ? 

r.  Johnson.  I  think  there  was  a  contract  with  the  Johnson 

^yards  on  Staten  Island  for  some  wooden  ships. 

he  Downey  contract  came  before  me  at  that  time,  but  I  had  noth- 

to  do  with  that,  it  was  ffiven  to  Mr.  Downey  in  Washington.    We 

a  contract  with  the  Kingston  Shipbuilding  Co.,  at  Kingston, 

.    Another  contract  was  given  to  Mr.  Simon  Lake,  the  Housa- 

Shipbuilding  Co..  which  came  under  me,  but  I  did  not  have  the 

I?  of  that  contract. 

►  C.  W.  Morse's  yard  at  Noank,  Conn.— or  not  at  Connecticut, 

^Xi;  that  came  under  me  at  the  time.    I  do  not  recall  just  all  the 

contracts  we  had  to  do  with. 

i  Chairman.  Who  appointed  you  ? 
Johnson.  Mr.  Denman. 

^  Chairbian.  Did  you  have  anything  to  do  with  drawing 

-  Johnson.  Oh,  I  should  qualify  that  statement.    Mr.  Denman 

I  me  to  Washington;  Mr.  Denman  and  Mr.  Brent,  vice  chair- 
When  I  went  down  there  Gen.  Goethals  employed  me. 

IB  Chairman.  He  gave  you  your  assignment  ? 

\  Johnson.  And  he  gave  me  the  assignment  here  in  New  York ; 

dr. 

le  Chairman.  And  you  were  there  from  April  to  October,  1917  ? 

r.  Johnson.  About  that  time.    I  recall  I  found  the  appointment, 

bk  it  was  dated  April  11,  but  I  could  not  find  ttv^  letter  oi 
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acceptance  of  my  resignation  by  Admiral  Capps.    It  was  in  0< 
I  think. 

The  Chairman.  Did  you  resign  voluntarily? 

Mr.  Johnson.  Yes,  sir;  I  resigned  several  times  before  it 
finally  accepted. 

The  Chairman.  And  what  business  did  you  go  into  then  ? 

Mr.  Johnson.  I  went  back  into  my  own  Dusiness,  consulting  nti 
architecture  and  marine  engineering. 

The  Chairman.  How  would  you  find  out,  when  a  contract  was 
mitted  to  the  Shipping  Board,  as  to  whether  it  should  be  awi 
or  not,  or  had  been  awarded? 

Mr.  Johnson.  Will  you  state  that  question  again,  please? 

(The  question  was  read.)  • 

Mr.  Johnson.  A  contract — a  copy  of  the  contract  was  sent  to 
from  Washington. 

The  Chairman.  Well,  were  you  ever  instructed  to  place  conti 
by  telegraph  ? 

Mr.  Johnson.  No,  sir;  we  placed  no  contracts  by  telegraph. 

The  Chairman.  Did  you  ever  do  any  work  here  for  the  Smppin; 
Board  after  you  left  the  Fleet? 

Mr.  Johnson.  No,  sir. 

The  Chairman.  What?  " 

Mr.  Johnson.  No,  sir;  it  was  not  for  the  Shipping  Board  at  thii     ' 
time.  ^ 

The  Chairman.  What  was  it?  j 

Mr.  Johnson.  Mr.  Morse  called  me  in  and  asked  me  to  go  to 
Alexandria  to  look  over  a  shipbuilding  site,  which  I  did,  and  a^ 
companied  him  to  Washington,  looked  over  his  site,  and  approved 
of  it,  and  gave  him  sort  of  a  layout  of  his  yard;  gave  him  two  daj» 
of  service,  and  that  is  all  there  was  to  it. 

The  Chairman.  That  is  all  you  had  to  do  with  that? 

Mr.  Johnson.  That  is  all  I  had  to  do  with  it ;  yes,  sir. 

The  Chairman.  Are  you  familiar  with  the  early  history  and  work- 
ing of  the  Fleet  Corporation? 

Mr.  Johnson.  I  think  so,  fairly  so,  from  recollection  only. 

The  Chairman.  What  was  the  procedure  in  the  awarding  of  corn- 
tracts  ? 

Mr.  Johnson.  I  did  not  have  very  much  to  do  with  that.  Congress— 
man.  I  was  at  the  other  end  of  the  line,  except  when  I  first  started 
out,  Mr.  Brent  telephoned  and  asked  me  to  come  to  Washington-, 
which  I  (lid.  I  met  Mr.  Brent  and  Mr.  Denman,  and  I  met  the  Test: 
of  the  Shipping  Board.-  They  decided  they  were  going  to  build  «* 
fleet  of  wooden  vessels,  and  they  wanted  to  find  out  just  what  tb.^ 
possil)ilities  were  through  the  South. 

Shortly  after  that,  I  think,  I  was  in  Washington  a  couple  of  days^ 
and  fien.  Goethals  came  there  and  took  charge,  and  he  told  me  atta^ 
time  it  was  his  understanding  that  I  was  to  take  a  trip  through  th^ 
South  to  look  over  the  possibilities.  And  I  left  and  went  direct  to 
New  Orleans,  Avithoiit  any  instructions,  but  he  was  to  wire  me  in- 
structions when  I  got  there.  I  had  a  man  go  through  Texas,  aloag^ 
the  Texas  coast,  my  brother  Warren  Johnson,  and  report  back  to 
New  Orleans  to  me,  to  let  me  know  what  he  could  find;  and  I  had 
another  man,  OUinger,  from  Mobile,  who  went  over  to  Pensacol^ 
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Mobile  and  met  me  in  New  Orleans,  so  that  we  could  get  a 
survey  of  the  whole  situation  down  there, 
lile  I  was  in  New  Orleans  I  took  a  trip  over  to  Ernest  Janke's 
.  which  was  a  place  over  on  the  Chefuneta  Kiver,  ac'i*oss  I^ke 
hartrain;  so  I  telegraphed  after  seeing  Mr.  Janke's  site,  I 
ght  he  was  worth  while  starting,  and  at  that  time  it  is  my  recol- 
on  that  I  gave  a  contract,  or  gave  an  order,  an  authority  for 
s  only :  but  the  ways  were  to  be  started,  ship  contracts  would  be 
ticoming. 

fter  I  got  through  with  Mr.  Janke  I  wrote  out  a  telegram  and 
;  it  on  to  Washington  to  get  approval,  if  I  could  give  him  such 
^tter  or  such  a  telegram,  such  authority:  and  I  got  an  answer 
k  that  it  was  perfectly  all  right  to  give  it  to  him.  That  was  the 
[he  started  on  his  wooden-ship  contract. 

rHiile  I  was  in  New  Orleans  1  got  a  telegram  from  AVashington 
ecting  me  to  go  straight  to  Savannah — that  there  was  a  man  there 
.0  was  going  to  build  50  ships — wanted  to  build  50  ships  immedi- 
4y.  So  I  had  to  break  all  of  my  arrangements  and  go  to  Sa- 
nnah.  I  met  a  Mr.  Salas  there,  and  I  rode  up  and  down  the 
rer,  and  I  did  not  see  anything  but  the  banks  of  the  river,  so  I' 
ks  not  very  enthusiastic  a\)Out  giving  Mr.  Salas  any  contract  for 
'  ships.  So  I  telegraphed  on,  and  the  telegram  came  back  to  give 
m  5  or  10  ships — t  do  not  know  what  it  was,  but  I  qualified  that 
to  ways — and  we  got  him  started,  or  supposedly  so. 
There  was  another  man  there  named  Wayne  Cunningham  who 
id  a  pretty  good  little  wooden  shipyard  at  the  time.  He  was 
iiilding  a  large  schooner,  and  he  asked  for  a  similar  letter,  and  I 
link  he  got  a  similar  authority  for  two  ways;  but  I  telegraphed 
nd  got  authority  to  go  through  with  it  in  each  case. 

From  there  I  went  to  Jacksonville,  Fla.,  and 

The  Chairman.  Just  before  you  take  up  Jacksonville,  did  these 
len  have  plants  established  ? 

Mr.  Johnson.  Salas  did  not  have  a  plant ;  no,  sir. 

The  Chairman.  Did  you  pick  out  the  site  of  the  plant  ? 

Mr.  Johnson.  I  looked  over  his  site. 

The  Chairman.  Did  you  pick  out  the  site  ? 

Mr. Johnson.  No^sir. 

The  Chairman.  Who  did  ? 

Mr.  Johnson.  Mr.  Salas. 

The  Chairman.  Without  approval  on  the  part  of  anybody  repre- 
Witing  the  Shipping  Board  ? 

Mr.  Johnson.  He  showed  me  the  site  where  he  proposed  to  put 
»p  a  shipyard,  and  asked  if  that  was  all  right.  I  said  it  would  make 
^  v«ry  good  site,  although  there  were  miles  of  it  that  would  make 
ust  as  sood  a  site. 

The  Chairman.  Did  jrou  tell  him  that  without  making  any  survey 
IS  to  the  depth  of  the  river  or  the  exact  location  of  the  ways  ? 

Mr.  Johnson.  Oh,  no;  we  went  over  the  ground. 

The  Chairman.  Was  the  plant  later  constructed  at  the  jMnnt  you 
wd  inspected  ? 

Mr.  Johnson.  According  to  the  records  which  are  on  file— they 
hould  be— telegrams  back  and  forth — the  contract  was  never  given ; 
^^^  is,  it  was  never  approved  of,  because  when  I  got  back  to  AVash- 
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ington  and  told  Gen.  (loethals,  reported  to  him,  why,  he  said  that 
did  not  know  that  I  had  left  New  Orleans. 

The  Chairman.  Who  wired  you  these  instructions  to  go  to 
vannah  ? 

Mr.  Johnson.  He  finally  sent  for  Mr.  Eustis,  who  was  then  ad 
as  an  assistant  general  manager,  I  think  he  called  himself,  ami 
had  been  sending  all  these  telegrams  in  reply  to  mine,  without 
knowledge,  of  course. 

The  Chairman.  Was  Gen.  Goethals's  signature,  or  was  the  n 
of  Gen.  Goethals  affixed  to  the  telegrams? 

Mr.  Johnson.  I  think  they  are  all  signed  "  Goethals." 

The  Chairman.  And  you  had  been  sent  down  there  under  I 
graphic  instructions,  presumably,  from  Gen.  Goethals,  and  upon} 
return  to  Washington  was  told  that  he  did  not  know  you  had 
New  Orleans? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Who  was  Mr.  Eustis. 

Mr.  Johnson.  I  think  the  records  will  show  that.  I  could  not 
you  exactly  who  he  is.  I  met  him  down  there  with  the  rest  of  tl 
He  seemed  to  be  a  sort  of  an  adviser  to  the  Shipping  Board.  T 
were  two  men,  Eustis  and  Clark,  who  came  down  there  with  a  ^ 
derful  idea  of  building  1,000  wooden  ships.  If  they  built  l.OOi 
rowboats  it  would  have  taken  1,000,000  torpedoes  to  have  sunkt! 
and  they  had  the  same  idea  about  building  wooden  ships;  so 
thought  the  more  wooden  ships  they  would  build  the  more  torpe 
it  would  take. 

The  Chairman.  You  left  Savannah  and  went  to  Jacksonville? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Under  instructions? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Presumably  from  the  general? 

Mr.  Johnson.  Some  of  those  telegrams  are  probably  signed  ** 
tis."  I  do  not  recall  just  who  signed  all  of  them,  but  I  was  a^ 
under  the  authority  from  Washington,  their  telegrams  show. 

The  Chairman.  What  did  you  do  at  Jacksonville? 

Mr.  Johnson.  I  went  all  over  Jacksonville;  got  there  7  oVlo 
night,  and  in  the  morning,  at  4.35, 1  got  out  with  Mr.  Cummer,  c 
Cummer  Lumber  Co.,  and  looked  over  Jacksonville,  and  caugh 
9  o'clock  train  for  Brunswick,  without  giving  any  authority  < 
there  at  all. 

The  Chairman.  You  went  to  Brunswick,  then? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Under  orders? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  What  did  you  do  at  Brunswick? 

Mr.  Johnson.  I  met  the  Brown  Bros.,  I  think  they  call  thems 
and  I  had  instructions  to  give  them  a  contract,  and  I  think  the; 
a  yard  there,  the  Brunswick  Shipbuilding  Co.,  or  some  such  ) 
I  hav<?  forgotten  the  name  of  it;  and  I  gave  them  an  order  fo 
ways,  or  something  of  the  sort. 

'the  Chairman.  A  contract,  do  you  mean? 

Mr.  Johnson.  An  authority  to  go  ahead  on  two  ways. 

The  Chairman.  Authority.    Where  did  you  go  from  there  ? 
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^  -    Mr.  Johnson.  I  went  straight  back  to  Washington. 

Tb€  Chairman.  Did  you  ever  approve  any  sites  for  a  yard  at  any 
her  points  down  South? 
Mr.  Johnson.  No,  sir. 

The  Chairman.  Never  approved  any  cite  at  Jacksonville? 

Mr.  Johnson.  No,  sir.    1  say  that  without  records.    All  of  these 

►rds  and  the  entire  corespondence  was  brought  back  with  me  to 

ashington  when  I  returned,  and  there  might  have  been  some  that 

am  begging  the  question  now,  I  am  not  sure.    I  do  not  recollect 

*ving  anything  in  Jacksonville. 

The  Chairman.  How  long  did  you  stay  at  Savannah? 
Mr.  Johnson.  During  the  day. 

The  Chairman.  And  that  is  all  the  inspection  you  made? 
Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Before  you  recommended  some  shipyards  there. 
Oh,  you  got  orders,  did  you? 
Mr.  Johnson.  Yes,  sir. 
The  Chairman.  To  ^ve  the  authority? 
Mr.  Johnson.  Yes,  sir. 

The  Chairman.  And  that  is  the  gentleman  who  wanted  to  build 
"t  I  60  ships? 
^-\     Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Wooden  ships  ? 
Mr.  Johnson.  That  is  right. 

The  Chairman.  And  at  Brunswick  you  gave  authority  for  two 
irays? 

Mr.  Johnson.  I  think  so. 

The  Chairman.  And  that  was  all  the  inspection  you  made,  just  one 
day  there? 
Mr.  Johnson.  Yes,  sir. 

The  Chairman.  And  in  New  Orleans  you  had  also  given  authority 
xor  how  many  ways  thea-e  ?      . 
jjfr.  Johnson.  Just  one  yard,  Janke's  yard, 
^he  Chairman.  That  was  a  shipyard? 
^-  Johnson.  Yes,  sir. 
.    ^^e  Chairman.  Were  you  under  instructions  to  look  up  any  exist- 
"*^ yards  and  ascertain  whether  thev  could  be  enlarored  or  extended, 
^"tWtrip? 
^^.  ^^-  JonxsoN.  Yes,  sir ;  I  was  to  make  a  survey  of  the  entire  situa- 

w     C?:hairman.  Did  you? 

Tif'  ^HNsoN.  I  did. 

\f     V"^AiRMAN.  Did  you  find  any  existing  yards? 

Th   ^'^^HNSON.  Nothing  except  what  I  have  mentioned, 
he  OnAiRMAN.  Janke's? 

Th    ^^HNSON.  Janke's. 

\jr     SP'hairman.  That  was  the  only  one? 

^r- JOHNSON.  That  was  the  only  one.  There  were  yards  at  Jack- 
SSp^^ll^,  but  I  had  nothing  to  do  with  contracts  there  as  I  recollect. 
Ihere  xvas  a  yard  at  Brunswick,  they  were  building  schooners  there. 
None  Ci-f  these  yards  were  building  wooden  steamships 

|^«  Chairman.  About  what  time  was  this,  in  April? 
,  ^^    Johnson.  It  was  between  the  11th  of  Apn  ,  ^^nd  I  thmk  it 
^t  ^e  about  U  dnys  to  make  the  trip ;  say  the  lltl\  aivd  l\v^  ^^^\v. 
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The  Chairman.  Did  vou  ever  revisit  those  points  to  see  whetl 
they  ways  were  established? 

Mr.  Johnson.  No,  sir.  I  was  under  orders  continuously;  I  had 
opportunity  to  do  that. 

The  Chairman.  After  you  got  back  to  Washington  what  ( 
you  do? 

Mr.  Johnson.  After  Gen.  Goethals  found  out  this  mix  up  ab 
telegrams,  he  immediately^  wired  down  to  all  of  these  plants,  with' 
exception  of  Janke,  rescinding  the  orders  that  were  given,  am 
wrote  the  telegrams ;  so  that  canceled  all  of  that  work. 

The  Chairman.  So  the  man  did  not  build  the  50  wooden  sh 
down  at  Savannah? 

Mr.  Johnson.  No,  sir.    I  do  not  think  he  bwilt  any  ships  at  all 

The  Chairman.  After  that  what  happened,  after  you  rescin 
these  ? 

Mr.  Johnson.  I  had  enough  of  the  Shipping  Board,  and  I  c; 
to  New  York. 

The  Chairman.  Did  you  leave  the  work? 

Mr.  Johnson.  I  resigned  for  the  first  time. 

The  Chairman.  You  resigned? 

Mr.  Johnson.  Yes,  sir;  I  saw  the  way  things  were  going 
thought  they  were  going,  and  I  thought  it  best  to  get  out.   1 1 
been  a  shipbuilder  all  my  life,  that  is  all  I  know. 

The  Chairman.  Where  have  you  built  ships,  Mr.  Johnson? 

Mr.  Johnson.  Why,  I  have  been  building  ships  since  1899 
started  out  at  Lewis  Nixon's  yard,  and  worked  in  overalls  for 
or  three  years,  and  I  was  foreman  at  Cramp's  yard ;  I  was  then  si 
intendent  of  construction  in  the  United  States  Lighthouse  De] 
ment ;  and  from  there  I  went  to  James  Shewan  &  Sons,  New  ' 
City,  as  their  general  manager  for  three  years,  in  their  repair  i 
here — their  dry  docks.  Then  I  took  charge  of  the  New  York  i 
building  Co.'s  office  in  New  York,  and  from  there  I  went  out  foi 
self.    I  spent  11  years  educating  myself  in  my  present  business. 

The  Chairman.  You  say  you  saw  the  way  things  were  goii 
the  Shipping  Board  ? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  And  you  resigned.  What  do  you  mean,  the 
things  were  going? 

Mr.  Johnson.  Well,  I  did  not  like  the  way  they  were  going, 
is  all.    There  were  no  shipbuilders  in  Washington,  that  I  saw. 

The  Chairman.  Things  were  not  going,  were  they? 

Mr.  Johnson.  Oh,  they  were  going  in  every  direction;  yes,  sii 

The  Chairman.  Well,  what  do  you  mean  by  that  ? 

Mr.  fFoHNsoN.  Well,  exactly  what  I  say — they  were  going  in  < 
direction  ? 

The  Chairman.  Confusion? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  An  unsettled  policy,  apparently? 

Mr.  Johnson.  They  had  a  policy  to  build  wooden  ships,  whicl 
not  appeal  to  me  verv  much.    I  am  a  steel-ship  builder. 

The  Chairman.  Well,  wooden  ships  do  not  appeal  to  steel 
builders,  as  a  rule,  do  they,  Mr.  Johnson  ? 

Mr.  Johnson.  No,  sir. 
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The  Chairman.  Are  you  interested  at  present  in  any  shipbuilding] 
concern  ? 

Mr.  Johnson.  Yes,  sir;  I  am  vice  president  of  the  Johnson  Iron 
Works,  in  New  Orleans. 

The  Chairman.  Is  that  a  shipbuilding  plant? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  'W  ere  you  interested  in  it  when  you  went  toXew 
Orleans  ? 

Mr.  Johnson.  No,  sir. 

The  Chairman.  Was  it  in  operation  then? 

Mr.  Johnson.  I  was  interested  as  a  member  of  the  family; but  *t 
that  time  we  did  not  have  a  corporation,  and  I  was  not  an  officer. 
That  has  only  been  since  April  of  this  year. 

The  Chairman.  When  you  took  charge  of  the  New  York  office  did 
you  confer  with  people  seeking  contracts  for  the  construction  of 
ships  ? 

Mr.  Johnson.  Yes,  sir.  They  came  in  looking  for  a  contract  on  a 
cost-plus  basis  for  the  wooden  ships,  and  I  think  the  first  week  we 
had  about  155  applicants.  So  I  went  to  Washington  to  see  Gen. 
Goethals.  He  told  me  he  would  send  Admiral  Rousseau  up  hereto 
confer  with  me.  Admiral  Rousseau  came  up,  and  I  told  him  the 
impossibility  of  giving  so  many  people  contracts  for  wooden  ships 
without  stepping  on  some  one's  toes.  So  the  lump-sum  contract  was 
then  decided  upon,  and  I  did  not  have  quite  so  many  applicants. 

Tiie  Chairman.  After  they  eliminated  the  cost  plus,  the  list  of 
applicants  decreased? 

Mr.  Johnson.  Yes ;  we  got  down  to  business  then. 

The  Chairman.  Was  Admjral  Rousseau  in  Washington  when  you 
went  there? 

Mr.  Johnson.  No,  sir:  he  was  up  in  New  York  State  somewhere,  W^^ 
and  he  was  sent  around  to  New  lork  and  stopped  in  my  office  in  |^ 
New  York  to  look  over  this. 

The  Chairman.  Were  the  wooden-ships  contracts  that  were  let 
here  carried  out  (  • 

Mr.  Johnson.  Lump-sum  contracts. 

The  Chairman.  Were  they  carried  out? 

Mr.  Johnson.  They  were  carried  out,  so  far  as  I  was  concerned. 
I  did  not  stay  there  until  their  completion. 

The  Chairman.  None  of  the  ships  were  completed  while  you  were 
district  officer,  then  ? 

Mr.  Johnson.  No,  sir. 

Tlie  Chairman.  Did  you  have  anything  to  do  with  st^  ships? 

Mr.  fl()HNS(»N.  Yes;  one  contract — well,  we  had  all  the  steel  yards 
here;  they  all  came  under  my  supervision,  as  well.  Samuel  L. 
Moore's  yard  at  Elizal)etliport,  Staten  Island  Shipbuilding  Co.,  and 
Standard  Shipbuilding  Co. 

Tlie  Chairman.  And  the  Downey? 

Mr.  Johnson.  Downey  was  getting  a  contract  at  that  time.  I  did 
not  meet  Mr.  Downey  until  after  lie  came  from  Washington  with  his 
contract. 

The  Chairman.  After  they  got  started  building  ships  here,  ^^^ 
the  inspectors  under  your  supervision? 

Mr.  Johnson.  Yes,  sir. 
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The  Chairman.  Were  you  consulted,  or  was  your  opinion  asked, 
as  to  the  wood-ship  building  program  when  you  were  in  Washingtoft] 
at  any  time? 

Mr.  Johnson.  There  was  quite  a  little  reference  made  to  it  fromj 
time  to  time ;  no  specific  opinion.  Gen.  Goethals  asked  me  what  Ij 
thought  of  them,  and  I  told  him  I  did  not  think  very  much  of  them. 

The  Chairman.  Were  you  present  at  any  conference  in  Washing- 
ton when  any  shipbuildefs  were  called  in  and  this  matter  was 
cussed  ? 

Mr.  Johnson.  We  discussed  it  the  first  time  I  went  down  thew, 
with  the  Shipping  Board  themselves,  and  I  asked  Mr.  Denmanifb 
would  not  call  in  five  men  competent  in  shipbuilding  to  confer  witV 
the  Shipping  Board  and  get  their  opinion  as  to  the  best  thing  to  do; 
and  he  said  he  thought  that  would  be  a  splendid  idea,  but  that  is  as 
far  as  it  got. 

The  Chairman.  As  far  as  you  know,  it  was  not  done? 

Mr.  Johnson.  No,  sir. 

The  Chairman.  Well,  at  that  time,  Mr.  Johnson,  there  were  not 
very  many  experienced  wood-ship  builders  in  this  section  of  the 
country,  were  there? 

Mr.  Johnson.  Just  as  manv  at  that  time  as  there  are  now. 

The  Chairman.  Well,  were  there  many  at  that  time? 

Mr.  Johnson.  Xo;  that  is  the  reason  whv  I  asked  him  to  nain<^ 
five.     There  were  very  few,  but  they  could  have  been  had. 

The  Chairman.  You  think  there  are  no  more  now  than  there  ^^^ 
then  ? 

Mr.  JoHNvSON.  No,  sir. 

The  Chairman.  Despite  the  fact  that  they  have  built  a  lot   < 
wooden  ships  around  in  different  yards? 

Mr.  Johnson.  Well,  thev  tried  to. 

ft- 

The  Chairman.  And  the  experience  has  not  taught  them  how 
build  wood  ships? 

Mr.  Johnson.  I  would  not  say  so;  no,  sir.    You  can  not  learn h^ 
to  build  a  ship  in  a  couple  of  A^ars  under  war  pressure. 

The  (^hairman.  Xhe  number  of  steel-ship  builders  at  that  time  v^ 
not  very  largo,  was  it? 

Mr.  Johnson.  No,  sir.    The  same  statement  applies  there. 

The  Chairman.  You  think  that  the  number  of  experienced,  coi 
potent,  steel-ship  builders  now 

Mr.  Johnson  (interposing).  Have  been  veiy  little  augmented 
the  shipbuilding  during  the  war. 

The  Chairman.  Were  you  called  in  on  matters  of  design  or  sp^^ 
fications  for  contracts? 

Mr.  Johnson.  No,  sir. 

The  Chairman.  On  any  of  these  ships? 

Mr.  Johnson.  No,  sir. 

The  Chairman.  Were  you  familiar  with  the  Ferris  plant? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Was  that  a  good  type  of  ship? 

Mr.  Johnson.  Wooden  ship? 

The  Chairman.  Yes. 

Mr.  Johnson.  I  would  not  qualify  as  a  wooden-ship  builder. 

The  Chairman.  You  couldn't? 
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r.  Johnson.  I  could,  but  I  wouldn't. 

lie  Chairman.  You  think  you  know,  but  you  do  not  care  to,  is 
it? 

;r.  Johnson.  That  is  it ;  j'^es,  sir. 

he  Chairman.  While  you  were  district  officer,  did  you  inspect 
actual  construction  of  steel  ships? 
[r.  Johnson.  Yes,  sir. 
he  Chairman.  In  what  yards  ? 

[r.  Johnson.  The  Standard  Shipbuilding  Co.,  Staten  Island 
p,  Samuel  L.  Moore  &  Co.;  they  were  mostly  commandeered 

)S. 

he  Chairman.  Oh,  they  were  requisitioned  on  the  ways  under 

Jtruction  ? 

fr.  JoHNSON:  Yes,  sir;  they  were  under  construction  on  private 

Tact. 

lie  Chairman.  And  whether  or  not  they  were  constructed  along 

ines  and  requirements  of  the  original  contracts  ? 

r.  Johnson.  Yes,  sir.    We  did  not  change  any  of  the  contracts. 

7  started  to  change  them  and  make  them  for  war  service  later  on. 

he  Chairman.  Were  you  there  when  these  various  changes  of 

ifications  came  over  tne  wire  and  through  the  mails  daily  and 

rly? 

Ir.  Johnson.  On  the  wooden  ships  ? 
he  Chairman.  On  either. 

fr.  Johnson.  Well,  we  did  not  have  any  steel  ships  under  con- 
action  at  that  time;  but  the  wooden  ships,  yes,  sir;  we  had  them 
very  mail. 

he  Chairman.  What  was  the  situation  with  wooden-ship  con- 
-fion,  about  changing  designs  and  specifications  and  supple- 
^Hg  the  contracts,  or  any  other  matters  of  that  sort  ? 

-  Johnson.  W^ell,  it  was  changed  to  suit  a  great  many  contin- 
-s  that  ^rose  as  they  went  on. 

-  Chairman.  Might  they  have  been  foreseen  before  construc- 
•^ork  began? 

J^oHNSON.  It  is  possible, 
^    Chair3ian.  How  would  it  have  been  possible  ? 

Johnson.  By  the  appointment  of  such  a  board  as  I  previously 
c^ned. 

^  Chairman.  Of  experienced  men  ? 
'   Johnson.  I  think  so. 

^  Chairman.  Who  was  in  charge  of  the  awarding  of  these  con- 
i  at  that  time  in  Washington? 
*  Johnson.  Gen.  GoethaTs,  I  imagine. 
^  Chairman.  Did  he  not  have  some  naval  architect  advising 

*.  Johnson.  Mr.  Ferris  designed  the  ship,  and  the  ship  might 
stood  as  originally  designed,  but  it  never  got  a  chance  to  stand 

lat  basis ;  it  was  continuously  changed. 

le  Chairman.  Well,  who  changed  it  ? 

r.  Johnson.  I  could  not  tell  you  where  the  changes  came  from. 

hey  went  out  the  lumber  committee  might  have  had  something 

)  with  it.  Lots  of  little  things  that  did  not  amount  to  very  much 
called  changes.    They  specified  black  locust  treenails — ^"  trun- 


2902  SHIPPING  BOARD   OPERATIONS. 

nels,"  as  we  call  them,  treenails  you  spell  it.  They  finally  acce 
oak.  That  was  a  change ;  anjlhin^  of  that  character  was  a  cha 
But  I  think  when  Admiral  Capps  got  there  they  went  very  serif 
into  the  design  of  the  ship,  and  they  increased  the  depth  of  the  fl 
which  was  quite  a  tremendous  change. 

The  Chairman.  Then  they  began  making  such  changes  as  \\ 
result  in  a  new  type,  a  different  type  perhaps? 

Mr.  Johnson.  1  do  not  think  they  ever  changed  the  lines  o 
ship ;  that  is,  the  model,  but  they  changed  the  construction. 

The  Chairman.  What  was  the  occasion  of  your  resigning  in  ( 
ber,  1917? 

Mr.  Johnson.  I  did  not  want  to  serve  under  the  Xavy. 

The  Chairman.  Under  the  Navy? 

Mr.  Johnson.  Admiral  Capps  and  Admiral  Bolles  and  Capt.  ."^ 
and  a  great  many  others  dow^n  there,  they  were  all  Navy  men.  i 
was  not  a  Navy  man,  and  I  thought  I  should  not  be  there. 

The  Chairman.  Did  you  have  any  controversy  or  diflScultv 
them? 

Mr.  Johnson.  Yes,  sir;  I  had  a  controversy  with  Admiral  Bol 

The  Chairman.  What  about? 

Mr.  Johnson.  About  investigating  Mr.  Ferris's  office. 

The  Chairman.  What  was  that  about? 

Mr.  Johnson.  He  wanted  me  to  investigate  Mr.  Ferris's  office 
I  refused  to  do  it.  I  had  resigned  previous  to  that,  and  he  woiil 
accept  it. 

The  Chairman.  To  investigate  what  in  Mr.  Ferris's  office? 

Mr.  Johnson.  He  wanted  me  to  dig  into  all  of  his  business  a 
over  there.  Mr.  Ferris  and  myself  have  been  friends ;  we  have 
competitors  in  a  friendly  way  of  business.  He  is  a  naval  arc 
and  so  am  I,  and  I  refused  to  perform  that  service,  and  I  told  Ad 
Bolles  that  I  would  not  do  it ;  and  he  gave  me  an  order  to  do  i 
I  confirmed  my  refusal  with  my  resignation.  And  several  weeks 
that  I  got  a  letter  from  Admiral  Capps,  thanking  me  for  my  se 
to  the  corporation  and  accepting  my  resignation. 

The  Chairman.  Was  there  any  other  matter  involved  in 
separation  from  the  Fleet  Corporation? 

Mr.  Johnson.  Not  that  I  know  of. 

The  Chairman.  Were  these  naval  men  apparently  in  charge  i 
construction  program  at  that  time? 

Mr.  Johnson.  No  question  about  that;  they  were  absolute 
charge. 

The  Chairman.  But  later  they  relinquished  their  positioa* 
they  not? 

Mr.  Johnson.  Well,  they  had  two  or  three  general  managers  < 
Shipping  Board,  the  Emergency  Fleet. 

The  Chairman.  Was  there  anything  about  the  manner  in  ^ 
they  were  carrying  on  the  program  to  which  you  objected? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  What  was  it? 

Mr.  Johnson.  I  thought  there  was  entirely  too  much  red 
connected  with  it. 

The  Chairman.  You  do  not  know  anything  about  the  red  ta 
those  days  and  the  red  tape  months  after  you  resigned,  do  yo 
the  Shipping  Board? 
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^^  **    ^'  Johnson.  Well,  only  what  everybody  knows  from  reading. 
^Tne  Chairman.  You  did  not  again  enter  the  service  of  the  Ship- 
"iiF  Board? 

Mr.  JoHNflON.  Not  the  service  of  the  Shipping  Board  directlv, 
TOt  indirectly;  Mr.  Piez  asked  me  to  go  with  the  (leorge  A.  Fuller 
0>.  as  their  shipbuilder,  so  that  they  could  get  a  contract  to  build 
itoBtte  ships  at  Wilmington,  N.  C,  and  I  went  there  as  vice  president, 
ilie  Chairman.  What  was  the  Fuller  Construction  Co.? 
Mr.  Johnson.  Called  the  Carolina  Shipbuihling  Corporation. 
The  Chairman.  You  were  vice  president  of  tfiat  ? 
Mr.  Johnson.  Yes,  sir. 

TTie  Chair3£an.  How  many  ships  did  they  have  a  contract  for  ? 
w.  Johnson.  We  got  a  contract  for  12. 
The  Chairman.  How  many  did  they  build  ? 
Mr.  Johnson.  They  did  not  build  any  while  I  was  there. 
The  Chauiman.  How  many  did  they  start? 
w.  Johnson.  We  had  four  ways,  and  we  started  four  ships. 
1  he  Chairman.  How  long  did  you  stay  with  them  ? 
Mr.  Johnson.  I  was  there  until  January  30,  1919. 
^e  Chairman.  And  they  had  not  launched  any  ships  ? 
M^.  Johnson.  No,  sir. 

^e  Chairman.  How  many  have  they  launched  since  then? 
Mr.  Johnson.  I  understand  they  have  delivered  four  or  eight,  I 
am  not  sure;  I  think  it  is  eight, 
^"e  Chairman.  Where  was  it;  at  Wilmington,  N.  C? 
Th    >?^^^^'  Wilmington,  N.  C. ;  yes,  sir. 
j^"e  Chairman.  Did  they  have  a  going  plant  there? 
Th    y?^^^^'  ^® ;  ^^  ^^  built ;  it  was  built  under  a  contract. 
j^  Chairman.  You  say  Mr.  Piez  asked  you  to  go  there  ? 
fihinb  -I     ^Ns^N.  Well,  Mr.  Piez  told  Mr.  Paul  Starrett  to  get  a 
*hat  th^         '  ^^^  ^®  would  give  him  a  contract,  because  he  thought 
to  hel     u^^^'®^  ^^'  should  utilize  their  tremendous  force  and  energy 
n  jon  ^  fc^iiild  ships.    Mr.  Starrett  and  myself  have  been  friends  for 
If  y^  ^^^ile^  so  he  mentioned  my  name,  and  Mr.  Piez  said,  "  Get  him. 
go.    I    ^^'^'^  S^^  h™)  I  will  commandeer  his  services."    So  I  had  to 
Th  ^4^  ^^^^  operating  my  business  again  in  New  York. 
T^r  ®  ^hairman.  How  was  he  going  to  commandeer  your  services? 
manH       ^HNSON.  Well,  that  was  in  the  wind  then.    They  would  com- 
I  si    ^^  anybody's  services  in  those  days.    I  did  not  ask  the  question, 

ipi  ^^-^^  went. 
J  h       vJhairman.  And  how  long  do  you  say  you  stayed  there,  Mr. 

^F-   Johnson.  We  started,  I  think,  in  April,  and  I  stayed  there 
^^^1^**^  unuary.    I  lost  my  wife  down  there,  and  I  stopped  at  that  time. 
^^  Chairman.  That  was  the  reason  for  your  leaving  ? 
^r-  Johnson.  That  was  the  end  of  it ;  yes,  sir.    I  resigned  the  day 
the  aiTjiistice  was  signed,  because  I  was  not  in  sympathy  with  the 
building  at  that  time.    I  did  not  think  it  would  do  any  good,  and 
of  course  as  soon  as  the  armistice  was  signed  I  thought  all  this  new 
shipbuilding  should  be  stopped,  and  I  agreed  to  stay  there  MtitW  th€ 
1st  of  February. 

The  Chairman.  About  that  time  they  did  begin  caucelirvg  cor 
tracts  right  and  left,  did  they  not? 
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Mr.  Johnson.  It  was  after  that  time  they  started  to  cancel. 

The  Chairman.  In  March? 

Mr.  Johnson.  I  think  so. 

The  Chairman.  Did  you  have  any  other  connection  or  associati 
with  firms  doins:  business  with  the  Shipping  Board  after  you  li 
the  Carolii^a  Shipbuilding  Co.? 

Mr.  JoiAs\soN.  Not  directly  with  the  Shipping  Board  contrac 
Before  I  went  with  the  Carolina  I  got  a  contract  for  the  Johm 
Iron  Works  in  New  Orleans  to  build  six  steel  tugs. 

The  Chairman.  Did  they  construct  them? 

Mr.  Johnson.  They  did,  and  they  are  the  only  shipyard  in  tJ 
South  that  went  through  on  contract  payments,  without  assistanc 
from  the  Shipping  Board.    That  is  a  matter  of  record. 

The  Chairman.  Without  assistance  from  the  Shipping  Board? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  I  have  forgotten ;  did  you  say  they  had  a  goiri 
concern  there  at  the  time  they  secured  the  contract  ? 

Mr.  Johnson.  Yes,  sir;  my  father  established  that  plant  60  yea 
ago. 

The  Chairman.  And  they  built  six  steel  tugs? 

Mr.  Johnson.  Yes,  sir. 

The  Chairman.  Without  financial  assistance  from  the  Shippii 
Board  ? 

Mr.  Johnson.  Well,  on  a  regular  lump-sum  contract;  yes,  sir. 

The  Chairman.  I  mean,  they  did  not  have  to  have  any  men 
loaned  them? 

Mr.  Johnson.  No;  they  did  not. 

The  Chairman.  Or  advanced  them,  outside  the  terms  of  the  ori< 
nal  contract? 

Mr.  Johnson.  No. 

The  Chairman.  And  they  delivered  them  in  accordance  with  t 
terms  of  the  contract? 

Mr.  Johnson.  Yes,  sir;  they  were  all  completed  and  delivered. 

The  (^HAiRMAN.  Were  you  there  while  that  construction  work  w 
going  on? 

Mr.  Johnson.  No  ;  I  was  in  New  York.  I  have  always  been  a  Ni 
Yorker. 

The  Chairman.  Have  you  any  questions,  Mr.  Kelley?  I  thi 
that  is  all,  Mr.  Johnson. 

TESTIMONY  OF  ME.  QEOEQE  S.  WATT. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Watt? 
Mr.  Watt.  George  S.  Watt. 
The  Chairman.  Where  do  you  reside? 
Mr.  Watt.  Philadelphia. 
The  Chairman.  What  place?  > 

Mr.  Watt.  738  South  Cicil  Street  is  the  number. 
The  Chairman.  Are  you  employed  by  the  Shipping  Board  or 
Fleet  Corporation? 
Mr.  Watt.  I  am. 
The  Chairman.  In  what  capacity? 
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VIr.  Watt.  I  am  now  manager  of  the  sales  and  warehouse  section 
the  east  district  supply  and  sales. 
The  Chairman.  Under  whom? 
Mr.  Watt.  Under  Mr.  Robert  I.  Laggren. 

The  Chairman.  How  long  have  you  been  employed  by  the  Fleet 
lorporation  ? 

Mr.  Watt.  Since  August  1,  1919. 

The  Chairman.  And  what  position  did  you  hold  prior  to  the  one 
fou  now  hold  ? 

Mr.  Watt.  I  was  first  supervising  storekeeper,  from  August  1, 
L919,  to  January  1,  1920. 

The  Chairman.  Then  what? 

Mr.  Watt.  Then  I  was  made  head  of  the  material  section  from  the 
1st  of  January  until  the  1st  of  May. 

The  Chairman.  And  then  what  ? 

Mr.  Watt.  Made  head  of  the  sales  section. 

The  Chairman.  Where  you  now  are  ? 

Mr.  Watt.  No,  sir.    On  October  1  of  this  year  I  was  made  manager 
of  the  sales  and  warehouse  section. 

The  Chairman.  What  do  your  duties  comprise  now?    What  juris- 
diction and  authority  do  you  have? 

Mr.  Watt.  I  have  charge  of  the  storing  of  all  material,  the  keeping 

of  records  of  all  material,  the  disposing  of  all  material,  marketing, 
selling  it. 

^e  Chairman.  Do  you  have  charge  of  the  inventories  ? 

^J'-  Watt.  I  do,  sir.    I  have  charge  of  the  inventories  after  they 
re  turned  over  to  me. 

vL"^  Ca:AiRMAN.  But  not  the  making  of  them  ? 
Th       '^'^'  ^^9  sir.    We  have  an  inventory  section  for  that  purpose, 
'ie  C:^AiRMAN.  Is  that  inventory  section  in  your  division  ? 

I    y^ATi.  Yes,  sir;  it  comes  under  my  direction.     Mr.  lL.  H. 
Th  /4^  head  of  the  inventory  section. 

"6  C:nAiRMAN.  Since  October  1  you  have  had  charge  of  the  storing 
yaterlal? 
\  S^^iT.  Yes,  sir. 

1^  CHAIRMAN.  Did  you  have  charge  of  it  before  then? 
if*  ^^V^ATT.  Yes,  sir ;  1  did,  in  a  way. 

J^®  ^^HAiRMAN.  Did  you  order  the  material  transferred  from  the 
^  V*  ^^®  concentration  plants  ? 
^'  ^Vatt.  I  did,  after  November  1, 1919.    Before  that  time,  before 

ceix-tralization  of  the  home  office,  that  was  done  by  what  we  call 

norn^  office,  the  director  of  the  supply  and  sales  office.    They  issued 

salvjige  shipping  instructions,  ordering  material  moved  from  ^ny 

P?^  t>oint  into  a  concentration  yard. 

^^    Chairman.  Who  was  responsible  for  the  disposition  of  the 

*P^^ty  when  it  reached  the  concentration  plant?     Take,  for  in- 

1^^,  at  Wilsons  Point? 

rv!l*    W'att.  At  Wilsons  Point  it  came  under  mv  care  on  October 

92o. 

P^  Chairman.  Before  you? 

/*•  "Watt.  I  could  not  tell  you,  sir. 

^  Chairman.  Well,  was  there  considerable  of  it  sent  there  after 

^t^^r  1,1920? 

^*  Watt.  No,  sir. 
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The  Chair3ian.  Most  of  it  had  been  sent  there? 

Mr.  Watt.  I  do  not  know  of  any  shipments  going  there  since  thtt 
date,  sir. 

The  Chairman.  Most  of  it  had  been  sent  there? 

Mr.  Watt.  I  should  say  so. 

The  Chairman.  And  how  about  this  Hog  Island? 

Mr.  Watt.  Hog  Island  has  been  a  concentration  yard.  They  haw 
been  shipping  material  in  there  constantly  ever  since  1918,  awaj 
back.  I  can  tell  you,  Mr.  Chairman,  prior  to  the  change  in  the  pro- 
cedure, prior  to  the  appointment  of  Mr.  H.  B.  Miller,  director  of  the 
supply  and  sales,  it  was  the  custom  to  ship  material  from  a  Inanufa^ 
turmg  point,  or  any  shipyards  not  the  property  of  the  Emergency 
Fleet  Corporattion,  into  a  concentration  yard.  Mr.  Miller  does  not 
approve  of  that  method.  He  approves  of  selling  the  material  as  is 
and  where  is,  disposing  of  it  without  adding  that  additional  cost  of 
handling. 

The  Chairman.  Have  3^ou  disposed  of  material  that  way? 

Mr.  Watt.  Lots  and  lots  of  it  since  I  have  gotten  a  little  authority 
to  do  it. 

The  Chairman.  Without  this  additional  shipment? 

Mr.  Watt.  Let  tlie  man  that  buys  it  pay  the  freight  on  it. 

The  Chairman.  In  your  judgment,  could  this  vast  quantity  of  ma- 
terial, scattered  around  through  dozens  of  yards,  have  been  disposed 
of  to  advantage  in  that  way? 

Mr.  Watt.  A  trial  could  have  been  made.  I  do  not  say  that  all  of 
it  could  have  been,  but  a  portion  could  have  been. 

The  Chairman.  Well,  you  have  disposed  of  it  that  way,  have  you 

not? 

Mr.  Watt.  Of  the  majority  of  it. 

The  Chairman.  Well,  I  mean  the  trial  you  have  made  has  shown 
you  that  it  can  be  done? 

Mr.  Watt.  Yes,  sir. 

The  Chairman.  And  it  has  been  done? 

Mr.  Watt.  I  would  not  say  in  all  cases.  In  some  few  cases  we  have 
been  forced,  owing  to  conditions  of  not  owning  the  property  where 
the  material  is,  for  quick  removal  we  did  not  have  time  to  sell  it,  ve 
were  forced,  the  storage  was  so  high,  to  move  it.  Some  few  cases  we 
moved  into  a  concentration  ])oint. 

The  Chairman.  Did  you  have  charge  of  the  removal  of  these  un- 
completed hulls  from  the  ways? 

Mr.  Watt.  Nothing  to  do  with  that  at  all,  sir. 

The  Chairman.  You  do  not  know  anvthing  about  the  contract  for 
that? 

ifr.  Watt.  I  did  not  draw  it;  it  was  drawn  in  Washington  by  the 
home  office. 

The  Chairman.  And  do  you  have  to  supervise  that  at  all  in  any 

way?  .     .     .    .     T 

Mr.  Watt.  If  it  is  in  a  yard  that  comes  under  my  jurisdiction  1 

do:  my  men  do,  sir. 
The  Chairman.  Have  the  uncompleted  hulls  been  removed  from 

the  ways  in  your  district? 

Mr.  Watt.  They  have,  sir,  as  far  as  I  know.   I  do  not  know  of  a-^ 
The  Chairman.  Do  you  know  whether  or  not  ways  from  wliich 

these  uncompleted  hulls  have  been  removed  have  bem  converted  to 
other  uses? 
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»Ir.  Watt.  Well,  sir,  I  coiild  not  tell  you.    There  are  only  two 
'ds — three  yards  that  I  know  of — that  we  had  hulls  to  be  removed 


Ant,  which  is  now  known  as  the  Baltimore  Storage  i  ard,  at  SoUers 
oint,  Md.  At  those  three  yards  I  can  tell  you  positively  that  the 
ulls  have  been  removed. 

The  CHAiR3fAX.  What  has  become  of  the  yards? 
Mr.  Watt.  The  yards  are  the  property — one  is  the  property  of  the 
Jarolina  Shipbuilding  Co.,  at  Moorehead  City ;  Henry  bmith  owns 
nother  yard ;  the  other  concentration  yard  has  been  sold  in  its  en- 
iiety  to  the  IS^ational  Metals  Co.,  of  New  York  City. 
The  Chairman.  The  National  Metals? 
Mr.  Watt.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  there  is  any  construction 
ork  going  on  at  the  Carolina  Ship  or  the  Smith  yard ) 
ilr.  Watt.  Only  from  hearsay. 
The  Chairman.  What  is  the  hearsay  you  know? 
Mr.  AVatt.  There  is  not. 

I  he  Chairman.  And  the  ways  still  remain  there  vacant? 
Mr.  Watt.  Yes,  sir. 

The  Chairman.  In  what  condition  were  the  inventories  of  material 
ken  by  the  cancellation  department  when  you  came  to  take  charge? 
Mr.  Watt.  The  only  inventory  that  the  cancellation  section  takes, 
f,  is  the  material  that  is  surplus  and  salvage,  which  is  turneil  over 
us  to  be  disposed  of.  That  is  turned  over  on  a  certification.  Plight 
>pies  come  to  the  director  of  the  supply  and  sales.  That  is  the  only 
^ventory  that  I  know  of  that  the  cancellation  section  liave  o\ev 
ken,  unless  it  is  the  inventory  of  material  that  is  left  over  from  a 
iiiceled  contract  at  a  manufacturers  plant,  and  which  is  turned  back 
►the manufacturer  in  settlement  of  his  claim,  his  cancellation  claim. 
The  Chairman.  You  get  an  inventory;  these  eiglit  copies  are  made 
■  this.    Do  you  check  it  up? 

Mr.  Watt. "The  basis  of  all  work  in  the  Emergency  Fleet  Corpo- 
tion,  supply  and  sales,  for  all  purposes  is  a  certification.  It  is 
f»de  out  in  eight  copies.  When  it  comes  to  us  that  first  is  entered 
to  a  register  book,  simply  for  a  record  of  it.  Then  it  goes  to  the 
praisal  section.  If  it  is  a  small  lot  of  material  and  an  appraisal 
?ineer  can  be  sent  to  the  manufacturing  plant,  he  inventories  it 
i  appraises  it.  After  it  is  inventoried  and  appraised  that  certifi- 
ion  is  then  signed  by  the  head  of  the  appraisal  section,  then  trans- 
tted  to  Mr.  Laggren,  who  signs  it,  then  to  the  district  comptroller, 
i  he  or  his  representatives  sign  it — in  fact,  the  district  comptroller 
■ns  all  certificiations.  After  this,  it  is  termed  an  accomplished 
tification.  A  copy  of  it  then  comes  to  me  as  head  of  the  sales 
tion,  to  dispose  of  this  material. 

The  Chairman.  Well,  now,  it  has  been  signed  and  countersigned 
1  certified. 

At.  Watt.  And  audited. 

The  Chairman.  And  delivered  and  audited  and  entered  in  the 
rister. 
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Mr.  Watt.  Yes,  sir. 

The  Chairman.  Do  you  ever  make  an  examination  to  find  out  if 
that  is  a  correct  inventory,  if  the  stuff  they  say  is  in  a  certain  plant 
is  there  ? 

Mr.  Watt.  I  just  stilted  that  our  appraisal  engineer  and  inven- 
tory man — or  if  it  is  a  big  lot  of  material  we  send  two  men;  if  it  is 
a  handful  we  send  one  man,  and  he  jointly  inventories  it  and  ap- 
praises it  at  the  same  time. 

The* Chairman.  These  men  are  under  your  jurisdiction? 

Mr.  Watt.  They  are  under  my  jurisdiction.  The  inventory  man 
is,  but  no  appraisal  engineers  are  under  the  jurisdiction  of  anybody 
connected  with  the  sales  or  with  the  district.  They  come  under  the 
home  office,  sir. 

The  Chairman.  What  do  you  say  as  to  the  inventories  that  have 
been  transmitted  to  you ;  have  you  found  them  to  be  correct  and 
accurate  ? 

Mr.  Watt.  In  the  majority  of  cases  we  sell  right  from  the  certifi- 
cation, and  they  are  correct ;  with  a  few  exceptions,  which  you  will 
find  in  any  line  of  business. 

The  Chairman.  No  serious  errors  ? 

Mr.  Watt.  No  serious  errors. 

The  Chairman.  Or  omissions? 

Mr.  Watt.  No,  sir. 

The  Chairman.  Have  you  charge  of  the  delivery  of  property  to 
the  Barde  Co.  under  its  contract? 

Mr.  Watt.  On  material  located  in  the  eastern  district,  I  have,  sir. 

The  Chairman.  Do  you  know  of  the  controversy  over  the  inter- 
pretation of  the  term  "  fabricated  steel"  in  that  contract? 

Mr.  Watt.  No,  sir;  nothing  whatever.  The  contract  is  interpreted 
by  Washington,  by  the  home  office. 

The  Chairman.  Had  you  delivered  any  steel  prior  to  this  con- 
troversv  ? 

Mr.  Watt.  Oh,  yes,  sir.  If  you  will  allow  me,  Mr.  Chairman, 
I  will  explain  the  procedure  for  the  delivery  of  the  Barde  steel. 

The  Chairman.  I  wish  j^ou  would. 

Mr.  Watt.  All  material,  whether  steel  or  what  not,  before  it  can 
be  turned  over  to  the  sales  section  or  the  district  director  of  the  sup- 
ply and  sales  for  disposal,  must  be  certified.  As  I  stated,  there  are 
eight  copies.  One  copy  of  the  original  certification  goes  to  Wash- 
ington. They  have  a  man  down  there,  Mr.  E.  O.  Bratt,  head  of  the 
material  section,  who,  when  he  gets  a  certification  covering  a  lot  of 
steel  at  any  given  location,  in  turn  certifies  that  material  to  the 
Barde  Steel  Products  Co.  He  sends  them  a  certification,  and  they 
in  turn  furnish  him  shipping  instructions.  He  simply  transmits 
the  shipping  instructions  to  the  district  director,  Mr.  Laggren.  That 
comes  to  me:  I  am  his  assistant  and  in  his  office.  We  do  nothing  but 
deliver.  We  check  every  ounce  of  steel  that  leaves  a  yard  as  it  is 
loaded  out. 

There  are  six  copies  of  the  tally  sheet,  and  everybody  concenied 
gets  a  copy — your  district  comptroller,  your  district  director,  Wash- 
ington, the  head  comptroller  in  Washington.  It  is  the  most  thorough 
system  I  have  ever  experienced,  very,  very  thorough. 

Mr.  Watt.  Absohitely.  Everybody  concerned  gets  a  copy,  sir,  of 
that  paper.    In  addition  to  this  we  \va\e  «i  «leel  record  in  our  office* 
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Mr.  Wait.  Well,  Mr.  Lac^gren  and  myself  jointly  used  our  judg- 
ment in  reducing,  and  if  we  let  any  good  ones  get  away  from  us  it 
was  an  accident.    We  did  not  do  it  on  purpose,  sir. 

The  Chairman.  You  kept  the  good  men  ? 

Mr.  Watt.  Yes,  sir.  " 

The  Chaihman.  An<l  let  the  less  capable  go? 

Mr.  Watt.  Yes,  sir. 

The  Chairman.  How  long  do  you  think  it  will  be  before  the  Gov- 
ernment can  dispose  of  its  surplus  material  under  the  present  planf 

Mr.  Watt.  That  is  a  pretty  deep  question,  Mr.  Chairman,  anditis 
a  big  question.    We  are  averaging  now  $1,000,000  per  month  in  sak^ 

The  CHAimiAN.  Have  you  got  any  idea  of  the  value  of  the  ninterial; 
you  have  for  disposal  in  this  section? 

Mr.  Watt.  Why,  approximately  $80,000,000,  I  should  say,  in  the 
whole  district. 

The  Chairman.  This  $1,000,000  a  month — have  you  had  that  aTe^ 
age  for  very  long,  or  is  that  increasing  or  decreasing? 

Mr.  Watt.  That  average  was  a  little  better;  but  since  60  daysago^i 
you  might  say,  since  the  market  has  softened  somewhat,  we  are  omy 
averaging  just  on  the  average  of  around  $250,000  a  week,  arounl 
$1,000,000  a  month,  approximately. 

The  Chairman.  If  you  do  not  better  your  average  it  will  be  quite  a 
long  story,  will  it  not,  Mr.  Watt? 

Mr.  Watt.  Well,  in  my  opinion,  that  average  will  be  bettered,  sir. 

The  Chairman.  When  good  times  come? 

Mr.  Watt.  Well,  our  organization  is  getting  more  efficient  every 
day. 

I'he  Chairman.  Well,  do  you  think  that  the  Government  should 
stay  in  the  market  and  keep  its  price  up  on  this  material? 

Sir.  Watt.  I  do,  unless  they  can  make  a  sale  which  will  be  of 
advantage  to  them  of  all  the  material  in  a  lot.  If  they  can  make  a 
clean  sale  at  a  good  fair  price,  and  by  figuring  our  overhead  it  is  to 
their  advantage  to  get  out,  I  say,  get  out.  If  it  is  gone  into  properly, 
and  thev  decide  it  is  to  our  interest  to  keep  at  it,  why,  let  us  keep  at 
it  and  close  it  out. 

The  Chairman.  Well,  now,  there  is  no  possible  may  the  Govern- 
ment can  get  out  from  under  this  situation  without  charging  off 
considerable  loss,  is  there? 

Mr.  Watt.  No,  sir;  we  are  going  to  have  a  loss  any  way  you 
it.     This  material  was  bought  at  war-time  prices. 

The  Chairman.  Yes,  sir. 

Mr.  Watt.  It  is  a])praised  on  the  present-day  market  and  it  h«s 
got  to  be  sold  on  the  present-day  market. 

The  (^HAiRMAN.  Now,  do  vou  know  whether  the  Government  has  a 
lot  of  this  material  that  it  can  reallocate  for  its  repair  needs  on  its 
own  fleet?  " 

Mr.  Watt.  This  we  have  in  each  warehouse  and  compensation  yari 
and  are  centered  under  Forms  307  and  307a.  One  is  current  material 
and  the  other  surplus  and  salvage.  The  current  material  is  the  mate- 
rial that  we  know  will  be  required  for  the  operation  of  our  oW^ 
vessels.  That  is  being  held  intact  for  the  division  of  operations. 
We  delivered  tons  of  materials  every  day  out  of  the  warehouses  t^ 
the  division  of  operation  and  repairs  for  the  boats,  such  as  engine 
repairs,  repairs  of  pumps,  and  all  suclv  class  of  material. 
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The  Chairman.  Lifeboats? 

Mr.  Watt.  Lifeboats,  anchors,  chains,  practically  all  kinds  of  ship 
:ting  material  is  delivered  out  of  our  stock  daily  to  the  Government 
5ats  for  their  use. 

The  Chairman.  Are  you  familiar  with  the  Kent  Avenue  in- 
entory  ? 

Mr.  Watt.  Yes,  sir ;  I  am. 

The  Chairman.  Will  you  illustrate  what  was  done  there  ? 

Mr.  Watt.  The  Kent  Avenue  inventory  was  taken  on  instructions 
rom  the  home  office  in  Washington,  the  complete  inventory. 

The  Chairman.  By  whom? 

Mr.  Watt.  By  the  inventoiy  section  at  Washin^on :  they  have  a 
ead  of  the  inventory  section  in  Washin^on  as  well  as  we  have  a 
Bad  of  the  inventory  section  in  each  district.  This  inventory  was 
iken  at  Kent  Avenue,  the  complete  detailed  inventory  by  items. 
Wortunately,  in  taking  that  inventory  it  was  not  taken  in  two  parts, 
I  it  should  have  been,  one  for  the  current  material  that  was  needed 
>r  open  use,  and  the  other  of  surplus  and  salvage.  But  immediately 
pen  discovering  this,  Mr.  L.  H.  Parker,  head  of  our  inventory  see- 
on,  in  the  eastern  district,  took  the  inventory  and  went  through  it 
nd  stamped  with  a  rubber  stamp  current  material.  In  other  words, 
16  division  of  oi>erations  to  be  held  for  use,  current  needs,  instead 
f  being  sold,  as  was  the  case  of  the  surplus  and  salvage  material, 
•hich  we  know  will  absolutely  not  be  required  in  the  operation  of 
iir  own  boats. 

The  Chairman.  Where  is  that? 

Mr.  Watt.  Kent  Avenue,  Brooklyn. 

The  Chairman.  Oh,  Brooklyn  ? 

Mr.  Watt.  Yes. 

The  Chairman.  Well,  now,  then,  when  you  make  this  inventory 
md  you  stamped  it  current,  or  to  be  held,  do  .you  notify  the  division 
»f  operations? 

Mr.  Watt.  Well,  understand,  the  division  of  operations  Ware- 
houses and  purchasing  department  has  lately  been  transferred  to 
be  supplv  and  sales,  and  are  now  under  the  jurisdiction  of  the 
upplv  and  sales.  The  reason  for  that  complete  inventory  bemg 
aken  was  for  this  purpose :  We  have  got  to  credit  the  division  of 
perations  with  all  of  th^material  in  that  warehouse. 

The  Chatratan.  Whv?  t   •  .  x  • 

Mr.  Watt.  Whv?  It  is  a  separate  unit,  another  division;  it  is 
n  their  books.  The  material  has  all  got  to  be  charged  into  the 
tippiY  nnd  sales 

The  Chairman.  What  is  the  division  of  operations  doing  with  a 
[»t  of  the  material  that  thev  have  no  use  for?  , 

Mr.  Watt.  Surplus  material,  I  suppose,  has  been  slupned  into  the 
warehouses  at  different  times,  some  of  it  dilapidated  lifeboats  when 
hev  and  a  lot  of  material  was  taken  off  different  vessels:  there  is 
.  lot  of  scrap  over  there  in  the  surplus,  scrap  that  is  not  necdexl. 
fhev  have  b^n  usinp  much  of  this  material,  nnd  that  which  they 
an  "not  use;  that  is  surplus  an<l  salvajre  for  \H'\Yflrf;  iL^ 
najor  portion  of  that  is  absolute  scrap,  like  old  lifeboats,  dilapi- 

'ated  and  of  no  use.  ,„ .  i!_-^ « 

The  Chairman.  Where  did  the  old  lifeboats  come  irom? 
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Mr.  Watt.  Off  of  old  vessels,  the  propei-ty  of  the  fleet. 

The  Chairman.  Well,  vou  would  not  call  them  current  materiil 
to  be  held,  to  be  put  back  on  ships,  would  you  ? 

Mr.  Watt.  That  has  been  surplus,  considered  as  surplus  and  sal- 
vage, and  we  are  now  disposing  of  them. 

The  Chairman.  Selling  them? 

Mr.  Watt.  Yes. 

The  Chairman.  What  is  the  character  of  the  material  there  that 
came  from  the  division  of  operations  that  you  took  an  inventory  of 
and  marked  it  current,  to  be  held  for  use  of  the  fleet? 

Mr.  AVAn\  That  is  galley  equipment — pumps. 

The  Chairman.  How  did  that  ever  get  into  the  division  of  opera- 
tions ? 

Mr.  Watt.  Why,  they  are  using  that  daily,  Mr.  Chairman,  for  the 
boats. 

The  Chairman.  But  before  you  inventoried  it.  You  said  it  m 
in  the  division  of  operations. 

Mr.  Watt.  Why,  the  division  of  operations  operated  their  ownj 
warehouses  before  they  were  turned  over  to  supply  and  sales.   \fhm 
they  stored  their  materials  they  were  kept.     And  when  they  came 
into  port  and  they  had  lost  an  anchor  or  lost  a  lifeboat  or  a  dish 
was  broken  they  wouUl  get  one  to  replace  it  out  of  their  warehouse. 

The  Chaikman.  That  was  in  the  division  of  oj^eratfons? 

Mr.  Watt.  Yes. 

The  Chairman.  So  that  it  had  been  taken  out  of  the  division  of 
operations  and  certified  to  surplus,  reinventoried,  and  then  marked 
to  be  lieUl  ? 

Mr.  AVatt.  The  whole  set-up  was  changed.  The  purchase  depart- 
ment and  the  warehousing  end  of  the  game  and  all  about  60  days  ago 
was  transferred  over  to  supply  and  sales.  A  changed  set-up  in  the 
whole  proposition. 

The  Chairman.  Do  you  know  why  that  was  done? 

Mr.  WA'rr.  Yes,  sir;  because  we  are  handling  the  material 
we  are  in  a  position  to  put  it  together  under  one  head,  to  make  it  a 
more  etricient  organization.  AVe  know  what  we  have  done  in  thesur- 
phis  stock.  We  are  in  constant  touch  daily  with  the  purchase  agent 
of  the  division  of  purchases,  and  we  have  our  records  available  for 
him,  and  we  stop  purchasing  material  from  the  outside,  from  com- 
mercial houses,  if  we  have  that  material  in  stock. 

The  ('hatkmax.  Wh}^  would  not  the  division  of  operations  know 
all  that,  when  this  was  under  their  charge  and  in  their  warehouses! 
AVhy  couldn't  they  take  care  of  that? 

Mr.  Watt.  They  were  doing  it  this  way:  They  were  down  on 
Chestnut  Street  and  we  were  up  on  North  Broad.  You  might  take 
your  stock  record  books  down  there  or  you  might  come  up  there 
and  in(]uire  what  there  was.  Xow,  we  are  side  by  side  within  2  i^ 
of  each  other. 

The  Chairman.  That  was  to  save  delav? 

Mr.  Watt.  To  save  delay  and  make  it  more  of  a  business  propose* 
tion.  In  other  words,  we  are  profiting  by  our  past  experiences.  ^^ 
are  learning  as  we  go  along. 

The  Chairman.  How  long  has  this  other  plan  obtained  untVl 
was  changed  (K)  davs  ago — how  long  has  that  condition  continued  - 
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klr.  Watt.  At  all  times. 

The  Chairman.  That  had  run  along  all  the  time  ? 
Mr.  Watt.  Yes,  sir;  that  was  always  inventoried,  but  there  was, 
u  see,  with  all  this  material,  distributed  as  it  was,  they  decided  to 
ike  a  change.     That  was  decided  bj  the  officials  in  Washington, 
at  this  would  make  a  better  proposition,  and  more  efficient  proposi- 
>n,  by  having  our  plants  all  more  compact,  closer  together. 
The 'Chairman,   iou  think  so? 
Mr.  Watt.  I  know  so. 
The  Chairman.  You  do? 
Mr.  Watt.  Yes. 

The  Chairman.  Has  not  that  resulted  in  having  to  ship  a  lot  of 
iterial  from  one  point  to  your  warehouse  and  then  having  to  ship 
at  back  again  whenever  a  ship  wanted  it  ? 

Mr.  Watt.  No  ;  these  warehouses  are  all  up  here,  where  they  were ; 
le  in  Norfolk,  one  in  Baltimore,  one  in  Philadelphia,  and  one  at 
ent  Avenue  here,  and  one  at  Boston,  we  have  not  shipped  anything 
►  far,  gentlemen.  We  have  just  changed  the  record,  which  is  the 
ansfer  that  has  taken  place,  from  the  division  of  operations  over 
» the  division  of  supply  and  sales,  without  in  any  instance  the  goods 
aving  been  moved,  and  the  change  has  been  for  the  betterment  of 
andlmg  it.  If  you  put  your  warehousing  game  under  an  experi- 
iced  storekeeper  and  warehouseman,  he  is  going  to  cut  down  your 
verhead. 

The  Chairman.  We  had  some  testimony  here  a  few  days  ago,  that 
le  Shipping  Board  purchased  some  lifeboats  from  a  man  who  had 
ought  tnem  from  the  Navy  Department,  repainted  them  and  sold 
lem  at  a  considerable  advance  to  the  Shipping  Board. 
Mr.  Watj.  That  is  possible. 

The  Chairman.  And  that  at  the  same  time  the  Shipping  Board 
id  brand  new  boats  of  its  own  in  storage  plants  and  concentration 
ants  at  Wilsons  Point. 
Mr.  Watt.  The  same  capacity  lifeboats? 
The  Chairman.  The  same  type. 

Mr.  Watt.  To  carry  the  same  number  of  people  ?  • 

The  Chairman.  I  aon't  know  whether  that  was  so  or  not. 
Mr.  Watt.  Well,  if  it  is  so,  it  is  bad  business,  but  I  don't  believe  it 
so,  sir,  because  we  have  a  record,  a  double  record  of  everything  that 
e  have  got  in  our  storage  yards,  and  whenever  we  may  need  a  life- 
>at,  we  know  whether  we  have  it,  if  it  is  a  24-foot  boat  carrying  40 
eople  or  if  it  is  a  26- foot  boat  carrying  44  people,  we  know  whether 
^e  have  one  of  those  or  not  from  our  records. 
The  Chairman.  Do  not  you  ever  verify  the  supply  of  lifeboats? 
Mr.  Watt.  Yes,  sir.    Were  they  small  ones?     It  might  have  been 
or  a  smaller  capacity,  of  say,  20  people,  which  we  were  out  of  and 
lidn't  have  in  our  store,  which  were  needed,  and  we  could  not  sup- 
•ly,  perhaps,  out  of  our  surplus  stock  those  sizes  of  those  boats. 
The  Chairman.  Then  the  difference  of  four  people  would  be  sufR- 
Jent  to  warrant  the  Shipping  Board  in  buying  secondhand  Navy 
^ts,  repainted  ? 

Mr.  Watt.  I  didn't  say  4  people;  I  say  for  a  boat  of  44-peonle 
f>acity  or  40,  whether  a  24-foot  or  26-foot  boat,  or  whether  intended 
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for  20  passengers,  wliich  is  a  difference  of  from  20  to  24  people 
not  a  difference  of  4  people. 

The  Chairman.  I  understood  you  to  say  a  while  ago  four  people. 
Mr.  Watt.  My  voice  is  very  husky,  and  you  must  excuse  me;  I 
can  not  express  myself  like  I  would  like  to. 

The  Chairman.  Do  you  know  of  any  person  who  was  emploj 
by  your  department  in  a  position  of  responsibility  and  trust,  i 
might  assist  in  directing  the  policy  of  the  supply  and  sales  divisioa, 
or  who  had  been  conferring  with  reference  to  it,  who  had  gone  into 
the  emplov  of  any  of  these  concern  having  large  contracts  with  tin 
Shipping  iioard  for  surplus  materials?  Barde,  the  Americao  Sila 
Lumber,  the  Southern  Scrap  Material  ? 

Mr.  Watt.  No,  sir;  the  Southern  Scrap  Material  I  know 
lutely  nothing  of.     That  comes  imder  the  southern  district. 
Barde  contract  has  already  been  established  here,  and  that  Mr. 
Waverly,  formerly  an  employee  of  the  Emergency  Fleet,  is  with  them  | 
now.    The  American  Lumber  Sales  Corporation,  I  know  of  no  one 
who  was  in  authority  who  was  with  the  fleet.     The  only  thing  is  one 
man  that  I  recall,  Mr.  H.  M.  Birch,  who  was  superintendent  of 
lumber  storage  yard  No.  21,  at  921  Delaware  Avenue,  Philadelphia, 
who  is  now  working  in  the  capacity  of  a  superintendent  of  the  lui&ber 
j^ard  for  the  American  Lumber  oales. 

The  Chairman.  Do  you  recall  any  controversy  with  this  Americtfi 
Lumber  Sales  Co.,  or  any  other  concern  who  had  a  contract  with 
the  Fleet  Corporation  or  Shipping  Board  for  surplus  lumber,  whiA ' 
arose  over  their  recutting  certain  pieces  of  timber,  so  as  to  make 
these  fall  within  classifications,  down  in  some  of  these  yards  through 
the  South? 

Mr.  Watt.  Quantico,  Va. ;  I  stopped  the  shipping  ol' lumber  out 
of  the  yard  myself. 

The  Chairivian.  What  were  the  circumstances  of  that  instance! 
Mr.  AVatt.  I  was  not  satisfied  with  the  break  on  the  checkings  that 
were  made  from  the  southern-pine  inspector;  therefore  I  ceased oper 
ations  until  I  could  go  down  there  myself  and  investigate  the  matter 
The  Chairman.  What  did  you  find? 

Mr.  Watt.  I  found  this,  that  the  cheeking  of  the  lumber  by  tin 
checker  at  that  yard  was  being  done  by  the  actual  measurement 
whereas  the  American  Lumber  Sales  contract  called  for  fletche 
lumber,  which  is  not  square  by  square  lumber,  which  would  b 
according  to  the  way  it  would  naturally  come  from  the  mill,  and  the 
liad  a  little  Southern  Pine  man  there  who  was  in  the  habit  of  givin 
the  other  measurements,  and  there  was  a  lot  of  internal  troub 
between  that  man  at  the  yard — that  is,  between  the  Southern  Pii 
man — and  while  I  didn't  think  it  amounted  to  a  whole  lot,  we  g 
rid  of  this  Southern  Pine  man  and  got  another  man  in  there  ^ 
check  it  off  according  to  our  notion  of  the  situation,  and  then  ^ 
checked  the  lumber  out  and  let  it  go  out. 

The  Chairman.  Was  there  any  evidence  in  your  mind  of  collusi* 
between  this  Southern  Pine  man  and  the  American  Lumber  Sal 
Co.,  giving  them  a  better  break  than  they  were  entitled  to? 

Mr.  Watt.  No  :  I  did  not  think  he  did  do  much  in  that  line,  1 
cause  I  had  a  bulldog  down  there  looking  after  my  interests— w 
was  looking  after  things— and  I  could  depend  on  him;  he  was 
honest  man. 
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HAiRMAX.  This  Southern  Pine  man,  he  was  there  to  look  out 

nterests  of  the  Shipping  Board,  too,  wasn't  he? 

Vatt.  At  that  yard  I  liad  a  double  check  on  at  tliat  time, 

Chairman.,  I  say,  he  was  supposed  to  be  looking  out  for  the 
ng  Board,  wasn't  he? 
W  ATT.  Yes,  sir. 

Chairman.  The  Southern  Pine  man? 
Watt.  Yes.    The  Shipping  Board  was  paying  him. 
J  Chairman.  And  he  was  not  doing  it  satisfactorily  there  to 
man  or  to  yourself? 
.  Watt.  No. 

e  Chairman.  So  you  had  him  removed? 
.'.  Watt.  Yes. 

le  Chairman.  Now,  then,  what  I  want  to  know  is,  did  you  see 
evidences  there  of  collusion  or  improper  practices  on  his  part 
is  dealings  with  the  Sales  Co.  ? 

fr.  Watt.  No,  sir;  I  was  only  in  the  yard  a  day;  you  sec,  I  am 
Cloned  at  Philadelphia. 

Che  Chairman.  I  aidn't  know  but  that  you  found  that  he  was  re- 
ving  something  from  them.  * 

Mr.  Watt.  My  checker  and  the  Southern  Pine  checker  would  not 
Fee  on  what  tike  lumber  would  amount  to  that  was  to  be  shipped 
t. 

The  Chairman.  Oh,  yes. 

Mr.  Watt.  And  my  man  wired  me  and  I  immediately  went  to 
im. 

The  Chairman.  A  diflference  in  judgment? 

^  Mr.  Watt.  A  difference  in  judgment  in  the  matter,  and  thei 
•outhem  Pine  man  was  removexl  from  that  yard.  They  had  some 
^i*sonal  difficulty,  the  two  men,  and  I  removed  him. 

The  Chairman.  You  left  the  bulldog  there  on  the  job? 

Mr.  Watt.  He  was  a  real  bulldog,  too,  sir. 

The  Chairman.  Any  questions,  Mr.  Kelley  ? 

Mr.  Kelley.  What  would  be  the  monthly  depreciation,  on  an  av- 
rage,  of  machinery  stored  outdoors? 

Mr.  Watt.  Well,  sir,  machinery  should  not  be  stored  outdoors 
1  the  first  place;  if  it  is,  there  are  two  classes  of  machinery — two 
lasses  of  material,  I  should  say.  There  is  one  class  of  material 
lat  it  does  not  hurt  to  store  in  the  open,  that  the  weather  will  not 
eteriorate.  There  is  another  class  that  it  will.  We  call  it  outdoor 
torage  or  inside  storage — indoor  storage.  We  try,  in  storing  this 
laterial,  to  put  all  the  valuable  material  that  wi'll  deteriorate  un- 
er  the  weather  inside  of  the  house — in  the  warehouse. 

Mr.  Kelley.  You  try,  as  far  as  you  have  capacity,  for  storage? 

Mr.  Watt.  Yes. 

Mr.  Kellet.  At  that  time,  however,  you  had  a  lot  of  stuff  out 
oors  deteriorating,  and  also  right  now  ? " 

Mr.  Watt.  There  was  a  lot  of  stuff  put  outdoors.  Senator,  at  tr 
eginning  of  the  job,  that  T  have  been  getting  indoors  ever  since. 

Mr.  Kellet.  But  you  think  it  is  pretty   vrell  and  all  in  now, 
>u? 
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ifr.  Watt.  Yes,  sir;  and  that  that  is. not  indoors,  that  \<'e  r 
have  room   for,  lias  been  thoroughly  slashed — ^eased,  and 
care  of,  to  take  care  of  the  weather  conditions  this  winter. 

Mr.  Kelley.  You  don't  have  anything  to  do  with  the  prepar 
the  inventory  of  the  supplies  and  Government  pi^operty  left  o 
a  manufacturing  yard  at  all? 

Mr.  Watt.  That  is  done  by  the  cancellation  board,  who  i 
their  claim. 

Mr.  Kelley.  You.  accept  that  as  your  authority? 

Mr.  Watt.  By  certification. 

Mr.  Kelley.  And  then  you  take  up  and  see  what  is  put 
there  as  having  been  received  by  the  Government? 

Mr.  Watt.  Yes,  sir;  and  then  have  it  appraised  and  gone  o 

Mr.  Kelley.  Are  you  sure  that  the  various  ship  operators  a 
apply  to  you  for  such  supplies  as  you  have  on  hand? 

Mr.  Watt.  We  do  not  wait  for  them  to  apply  to  us:  we  ai 
cularizing  them  with  letters  constantly. 

Mr.  Keixey.  I  know.  But  here  is  a  ship  operator :  possibly  ho 
a  store  of  his  own,  has  supplies  for  sale,  such  as  you  have  ?i 
stores  of.  How  do  you  know  that  he  does  not  go  to  his  own 
and  get  these  supplies,  rather  than  buying  them  of  you  ? 

Mr.  Watt.  Well,  if  you  get  him  in  his  own  storeroom,  he  wou 
come  to  us  for  what  he  wants. 

Mr.  Kelley.  In  his  own  storeroom.  Not  in  his  own  storerooi 
in  his  own  store. 

Mr.  Watt.  Oh,  his  own  store? 

Mr.  Kelley.  Owned  and  run  by  himself. 

Mr.  Watt.  We  don't  Imow  that.  All  we  can  do  is  to  offer  or 
terial  for  sale  to  everybody  we  think  would  use  that  class  of  ma 

Mr.  Kelley.  I  mean,  now,  a  man  who  was  operating  a  Shi 
Board  ship. 

Mr.  Watt.  Olj,  3'ou  mean  a  man  who  is  operating  a  Shi 
Board  ship? 

Mr.  Kelley.  Yes. 

Mr.  Watt.  Oh!* 

Mr.  Kelley.  How  do  you  know  he  buys  such  supplies  of  ; 
you  have  on  hand? 

Mr.  Watt.  Well,  sir,  if  he  does  not  first  try  to  get  them  frc 
Government,  I  think  it  is  time  for  an  investigation.  Our  own  ] 
operating  our  own  boats  certainly  should  try  our  sales  sectio 
for  material  before  trying  to  buy  it  outside. 

Mr.  Kelley.  Well,  you  don't  know  whether  they  do  or  not? 

Mr.  Watt.  Oh,  now  I  do.  Since  that  has  come  up  under  u 
since  the  purchasing  agent  and  purchasing  officer  is  right  i 
office,  nothing  can  be  bought  for  the  division  of  operations,  n( 
can  be  bought  at  all  until  there  is  a  purchase  order  issued  for 
a  purchase  requisition;  and  before  issuing  that  requisition  f« 
various  things  that  are  wanted,  we  are  notified  of  what  that  r< 
lion  order  contains,  and  we  know  what  our  supplies  are,  a^ 
are  daily  checked  off,  and  we  see  what  we  can  furnish  out  ( 
own  stock  first. 

Mr.  Kelly.  But  until  you  consolidated  the  books  of  the  oper 
and  sales,  you  could  not  tell  whether  that  was  done  or  not? 
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tVATT.  They  were  supposed  to  get  in  touch  with  us  and  find 
ether  we  had  the  particular  material  wanted  or  not. 
Kelley.  But  the  fact  that  they  were  supposed  to  does  not 
hat  they  did,  did  it? 

Watt.  Well,  I  know  since  October  1,  or  since  the  transfer 
hese  various  other  warehouses,  from  the  division  of  operations, 
e  purchase  officer  being  located  in  our  office  of  the  supply  and 
we  know  that  since  then,  whatever  we  have  in  stock  is  first 
ed  of,  we  are  able  to  check  up  and  see  whether  we  have  these 
,  and  we  are  able  to  give  it  direct  supervision,  and  we  know 
:  is  now  being  done. 

Kelley.  And  no  new  stuff  is  being  bought  in  any  of  your 
ouses  or  in  stock  anywhere  ? 

Watt.  No. 

Kelley.  Have  you  got  any  storage  which  is  not  in  use,  any 
t  storage? 

Watt.  No,  sir ;  I  know  of  none. 

Kelley.  Do  you  have  many  storage  bills? 

Watt.  Why,  we  only  have,  I  think,  in  this  district,  we  have 
ns  Point  and  Metuchen  warehouses. 

Kelley.  Is  that  a  rented  building? 

Watt.  I  know  the  one  at  Wilsons  Point  is  rented. 

Kelley.  How  about  the  one  at  Metuchen ;  how  much  for  that  ? 

Watt.  Metuchen  is  $20,000  a  year,  and  the  Wilsons  Point  I 
know,  because  that  is  under  a  special  arrangement  of  some 
the  same  as  at  Hog  Island. 

Kelley.  What  is  the  monthly  expense  of  your  office? 

Watt,  the  Philadelphia  office? 

Kelley.  Your  monthly  expense  of  your  sales  division  in  this 
5t? 

Watt.  You  mean  the  entire  expense  for  the  storing  of  ma- 
^d  warehouses? 

Kelley.  Everything.  • 

Watts.  Oh,  why,  I  should  say  that  our  pay  roll  is  around 
^  a  year — I  have  the  records  in  Philadelphia,  but  from  my 
y  I  think  our  pay  roll  runs  something  around  $200,000  a  year — 
^»  weeklv  pay  rolls  and  inventories. 
^ELLEY.  boes  that  include  storage? 

^ATT.  I  think  that  is  just  the  pay  rolls ;  that  is  not  the  storage. 
K.ELLEY.  How  often  will  you  have  to  have  an  appraisal  made 
^goods? 

Watt.  Why,  there  is  only  one  appraisal  made ;  that  is  when 
^al  turnover  comes. 

fvELLEY.  Isn't  there  a  depreciation  going  on  all  along  that  you 
>  take  into  account? 

Watt.  Oh,  yes,  sir;  there  is  a  depreciation,  but  the  market 
S  that.  If  we  have  got  an  article  worth  $100  in  the  market, 
It  be  appraised  for  $200.  We  might  get  20  offers  for  that 
and  thoroughly  test  the  market:  then  we  know  that  there  is 
ing  wrong.  We  can  then  take  that  up  with  Washington  and 
m  to  reappraise  it,  or  we  can  get  permission  from  the  director 
supply  and  sales  to  sell  that  under  appraisal  proposition. 
Keixey.  And  I  suppose  that  if  there  are  some  articles  that 
e  obliged  to  store  outdoors,  and  that  are  depreciating  on 
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account  of  the  weather,  that  when  the  proper  time  comes  to  tab 
them  up  and  dispose  of  them  there  wuU  have  to  be  a  supplementil 
appraisal  there? 

Mr.  Watt.  Well,  under  the  present  procedure  at  the  present  writ- 
ing there  is  no  procedure  of  reappraisal.  The  only  time  reappraiad 
can  be  nuule  at  present  is  by  taking  it  up  with  the*^  home  oflSce  under 
a  special  dispensiition  for  reappraisal. 

Mr.  Keijj.:y.  Now,  your  chief  says  that  there  is  about  $8O,OO0.0(» 
worth  of  nuiterial  still  on  hand? 

Mr.  Watt.  I  said  that. 

Mr.  Kei^ey.  You  said  that  ? 

Mr.  Watt.  Yes. 

Mr.  Keixey.  $80,000,000  of  this  stuff? 

Mr.  AVatt.  About  $80,000,000  worth. 

Mr.  Kelley.  $80,000,000  worth  of  stuff,  and  vou  were  selling 
about  $1 ,000,000  worth  a  month  ? 

Mr.  Watt.  Yes. 

Mr.  Kelley.  That  is  80  months,  or  about  7  years,  to  get  rid  of  this 
stuff.  You  think  it  will  take  that  long  to  close  it  out?  What  would 
be  your  answer  to  that?  You  expect  to  l>e  in  the  business  there  six 
or  seven  vears  from  now  ? 

Mr.  AA'^vTT.  No,  sir;  I  do  not. 

Mr.  Kelley.  You  think  you  will  close  it  out  in  larger  quantities! 

Mr.  Watt.  Larger  qauantities. 

Mr.  Kelley.  As  you  go  along? 

Mr.  Watt.  Yes. 

Mr.  Keli^y.  Take  these  storehouses  at  Wilsons  Point  and  other 
place-;;  vou  have  in  there  surplus  stuff  alone? 

Mr.  Watt.  That  is  all  at  Wilsons  Point. 

Mr.  Keixey.  Where  do  you  keep  your  current  stuff? 

Mr.  Watt.  In  the  warehouses.  We  have  the  surplus  and  current 
there,  too.  If  there  is  anything  there  that  is  not  current  stock,  it  is 
in  tiTe  surplus  account. 

Mr.  Kelley.  The  current  stock  is  not  being  sold  at  all? 

Mr.  Watt.  No;  that  is  segregated  from  the  surplus  and  salvage 
and  so  identified  w-ith  a  mark  of  identification,  stored  in  separate 
shelves,  and  it  is  carried  on  a  separate  stock  record  ledger  on  a  white 
sheet.  * 

Mr.  Kelley.  You  don't  know  whether  that  policy  has  been  pur- 
sued on  the  Pacific  coast,  with  reference  to  the  Barde  contract,  or 
not  ? 

Mr.  Watt.  I  nm  only  familiar  with  the  eastern  district. 

Mr.  Kelley.  You  would  not  advise,  of  course,  selling  the  current 
stuff  at  all? 

Mr.  Watt.  Nothing  that  is  needed  for  our  own  requirements  I 
would  not  advise  selling. 

Mr.  Kelley.  There  are  certain  classes  of  supplies  that  would  last 
a  very  long  time  for  our  own  ships? 

Mr.  Watt.  Yes,  sir. 

Mr.  Kelley.  But  you  would  sell  them  and  keep  them  right  along, 
if  you  had  a  large  stock  of  them? 

ilr.  AVatt.  Xo:  when  we  have  an  overage,  or  surplus,  we  may 
have — for  instance,  in  ship  winches  we  may  have  2,000. 
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Mr.  Keluey.  Then  you  might  sell  part  of  those  ? 
Mr.  Watt.  We  would  take  that  up  with  the  division  of  operations, 
id  get  from  them  some  idea  of  what  their  requirements  would  be 
t  the  next  two  years,  or  the  next  12  months,  and  then  if  we  find 
there  is  a  surplus,  we  would  dispose  of  that  surplus. 
Mr.  Kelley.  rfow,  have  you  taken  that  up  with  the  division  of 
perations? 

Mr.  Watt.  Yes,  sir ;  absolutely. 

Mr.  Kelley.  And  have  gone  into  those  matters  with  them? 
Mr.  Watt.  Yes. 

Mr.  Keixey.  How  Ibng  a  time  have  you  thought  it  wise  to  keep 
hese  supplies;  that  is,  keep  a  supply  of  these  various  supplies  on 
land;  that  is,  of  this  stuflF  that  is  current,  that  is  needed  tor  cur- 
3nt  use  ? 

Mr.  Watt.  I  should  say  we  have  got  on  hand  in  some  supplies — 
ro  years'  limit  would  be  the  idea,  I  think,  the  average  for  material 
hich  is  not  perishable. 

Mr.  Kelley.  And  such  as  you  have,  that  will  last  longer  than  two 
iars,  you  would  put  in  the  surplus  and  sell  it? 
Mr.  Watt.  Sell  it  out;  yes,  sir.    There  is  no  definite  way  of  finding 
it  right  down  to  the  minute  about  how  much  material  we  kre  going 
»  require. 

Mr.  Kelley.  Oh,  no. 

Mr.  Watt.  All  we  can  do  is  to  investigate  the  matter  thoroughly ; 
3  into  it  and  make  a  conservative  bid  and  decide  approximately  what 
iir  requirements  will  be  for  a  given  time. 
The  Chairman.  That  is  all,  Mr^  Watt ;  thank  you,  sir. 

TESTIMONY  OF  MR.  ROBEET  I.  LAGOREN— Resumed. 

The  Chairman.  Mr.  Laggren,  what  have  you  to  say  as  to  the  length 
f  time  you  expect  to  take  to  collect  together  and  clear  up  this  surplus 
aaterial  which  you  have  for  sale? 

Mr.  Lagoren.  We  are  working  as  hard  as  we  can  at  the  present 
ime  to  have  everything  cleaned  up  within  one  year. 

The  Chairman.  Within  a  year? 

Mr.  Laggren.  Yes. 

The  Chairman.  If  you  are  only  selling  at  the  rate  of  $1,000,000 
i  month,  of  course  if  you  do  not  better  that  average  you  can  not  do  it. 

Mr.  Laggren.  We  are  going  to  better  that  averagje  by  selling  in 
arge  projects.  We  are  working  on  these  all  the  time.  They  are 
aking  a  good  bit  of  our  time  in  getting  men  to  look  at  whole  projects, 
rhole  warehouses  like  Wilson's  Point  warehouse  or  Metuchen  Point 
t^arehouse  or  the  Erie  warehouse  or  an  entire  yard. 

The  Chairman.  Taking  a  vast  quantity? 

Mr.  Laggren.  Taking  a  vast  quantity  at  one  location. 

The  Chairman.  In  order  to  do  that  do  you  think  you  will  be  able 
0  keep  up  as  near  the  market  as  you  would  by  disposing  of  it  in 
mailer  lots? 

Mr.  Laggren.  You  could  not  keep  up  so  near  the  market,  but  the 
ut-off  in  overhead  will  equal  that  difference. 

The  Chairman.  Do  you  think  the  loss  will  be  more  than  made  up 
3  the  Government  if  it  is  done  that  way  ? 
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Mr.  Laogren.  Yes,  sir;  when  you  figure  that  we  are  cutting  offi 
big  overhead,  anl  also  when  you  figure  on  the  general  policy  thattii 
Government  is  better  off  without  these  things  on  their  hands  anyhow. ! 

The  Chairman.  Any  questions,  Mr.  Kelley? 

Mr.  Kelley.  No. 

TESTIMONY  OF  HE.  GHAELES  E.  BANZHAT. 

(Duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  vour  name? 

Mr.  Banzhaf.  Charles  Edwin  Banzhaf. 

The  CiiATRMAX.  Where  do  you  reside,  Mr.  Banzhaf? 

Mr.  Banzhaf.  My  permanent  residence  is  44  Stevens  Street,  Dan- 
bury,  Conn. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board  ? 

Mr.  Banzh^vf.  Yes,  sir. 

The  Chairman.  In  what  capacity? 

Mr.  Banzhaf.  Traveling  auditor. 

The  CH.V1RMAN.  How  long  have  you  been  with  them  ? 

Mr.  Banzhaf.  Ten  months. 

The  Chairman.  What  was  your  occupation  or  profession? 

Mr.  Banzhaf.  Public  accountant. 

The  Chairman.  Certified  public  accountant? 

Mr.  Banzhaf.  I  have  not  passed  all  of  the  examinations. 

The  Chairman.  How  old  are  you  ? 

Mr.  Banzhaf.  Thirty-eight. 

The  Chairman.  How  long  have  you  been  in  the  accoimting  bus*' 
ness? 

Mr.  Banzhaf.  Ten  years. 

The  Chairman.  Who  gave  j^our  appointment  to  you  witli  the  Shil 
ping  Board? 

Mr.  Banzhaf.  I  answered  an  ad,  an  ad  in  the  New  York  Times. 

The  Chairman.  You  answered  an  ad  in  the  New  York  Times? 

Mr.  Banzhaf.  Yes. 

The  Chairman.  Will  you  speak  a  little  louder  so  we  can  all  h^- 
you  ? 

Mr.  Banzhaf.  I  received  my  appointment  from  Mr.  H.  D.  Fiel^ 
ing,  chief  control  accountant. 

the  Chairman.  H.  D.  Fielding? 

Mr.  Banzhaf.  Chief  control  accountant. 

The  Chairman.  What  district  are  you  attached  to? 

Mr.  Benzhaf.  Attached  to  the  home  office. 

The  Chairman.  In  Washington? 

Mr.  Banzhaf.  Yes. 

The  Chairman.  What  jurisdiction  do  you  have;  over  what  t^ 

ritory? 

Mr.  Banzhaf.  At  present  I  am  traveling  auditor  in  charge    * 

travelim^  auditors  in  the  port  of  New  York. 
The  Ciiairman.  In  the  port  of  New  York? 
Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  You  say  you  have  been  with  them  for  10  months 
Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  You  came  the  1st  of  February? 
Mr.  Banzhaf.  The  15th  oi  3an\\aT^. 
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he  Chairman.  The  15th  of  January  ? 
[r.  Banzhaf.  Yes,  sir. 
he  Chairman.  What  do  you  do? 

Ir.  Banzhaf.  I  am  traveling  auditor  of  the  Division  of  Opera- 
is  at  the  present  time ;  I  have  a  crew  of  men  making  an  audit  of 

department  of  operations  of  the  New  York  office.    In  addition 
that,  I  am  making  an  audit  of  the  reconditioning  work  on  the 
imship  New  RocheUe^  of  the  Baltic  Steamship  Co. 
The  Ch.\trman.  The  steamship  New  Rochelle? 
Ax.  Banzhaf.  Yes,  sir. 

The  Chairman.  Is  that  audit  completed  now  ? 
dr.  Banzhaf.  No,  sir. 

The  Chairman.  What  was  the  occasion  of  your  making  it  on  that 
amer;  what  is  that  transaction? 
dr.  Banzhaf.  Why,  roughly  speaking,  the  boat  which  is  being 

ight  from  the  Governmeht  on  a  charter-purchase  plan 

The  Chairman.  By  whom  ? 

tfr.  Banzhaf.  By  the  Baltic  Steamship  Co.    The  Baltic  Steam- 

p  Co.  has  advanced  $540,000  on  the  boat.    The  board  at  Wash- 

rton  has  found,  I  was  informed,  that  the  Baltic  Steamship  Co. 

eded  additional  money  to  meet  the  expenses  of  reconditioning,  and 

reed  to  advance  $400,000.     That  is,  I  believe,  has  given  that  about 

e  1st  of  November.     In  order  to  satisfy  themselves  that  the  Govern- 

ent  equity  in  that  boat  was  protected,  they  directed  me  to  make 

rangements  to  have  an  audit  made. 

The  Chairman.  Now,  wait  just  a  moment.    The  New  Rochelle 

as  purchased  from  the  Government  on  the  charter  basis? 

Mr.  Banzhaf.  Charter-purchase  plan. 

The  Chairman.  Charter-purchase  plan? 

Mr.  Banzhaf.  Yes. 

The  Chairman.  The  Baltic  Steamship  Co.  have  paid  $540,000  to 

e  Government  ? 

Mr.  Banzhaf.  Yes. 

The  Chairman.  On  account  of  the  purchase  price? 

Mr.  Banzhaf.  Yes. 

The  Chairman.  What  was  the  purchase  price? 

Mr.  Banzhaf.  The  purchase  price,  I  am  informed — I  have  not 

'n  the  agreement ;  I  have  not  been  able  to  procure  it ;  I  was  very 

sirous  of  doin^r  so  in  order  that  I  mi^ht  be  certain  that  the  Gov- 

^nt  equity  was  protected  if  I  made  an  audit.     I  have  not  re- 

^'^J  it,  but  I  understand  that  the  price  is  about  $985,000.     I  don't 

^  that  that  is  the  exact  amount. 

*he  Chairman.  Now,  is  the  New  Rochelle  one  of  the  former  Ger- 

Jiiners,  Hamburg- American  liners? 

p  ^-  Banzhaf.  Yes,  sir.    The  steamer  Hamburg. 

|V^  C'hairman.  She  was  the  steamer  Hamburg? 

;/*•  Banzhaf.  Yes. 

"^  Chairman.  Now,   do   you   know   who   comprise   the   Baltic 

Imship  Co.,  who  the  officers  are? 

^^'  Banzhaf.  The  only  officer  that  I  have  had  any  contact  with 

l^'  Hines. 

^  Chairman.  Gen.  Hines  ? 
''•  Banzhaf.  Gen.   Hines  and   the  marine  superintendent,  Mr. 
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The  Chairman.  Do  you  know  whether  Gen.  Hines  was  forraerlj 
of  the  Armj'  Transport  Service? 

Mr.  Banzhaf.  I  have  been  told  so. 

The  Chairman.  You  stated  that  the  Government  had  been  asked 
to  advance  some  money  on  reconditioning  this  ship,  $400,000  ? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  And  as  a  result  of  that  you  were  instructed  to 
make  an  audit  of  the  matter? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Is  the  reconditioning  work  in  progress? 

Mr.  Banzhaf.  It  has  been  finished. 

The  Chairman.  It  has  been  finished? 

Mr.  Banzhaf.  I  understand  the  ship  has  made  several  trips. 

The  Chairman.  The  ship  has  made  several  trips? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Bv  whom  was  the  work  done? 

Mr.  Banzhaf.  By  the  Morgan  Engineering  Co.,  Jersey  City. 

The  Chairman.  And  what  did  their  bill  amount  to? 

Mr.  Banzhaf.  $1,500,000,  roughly;  that  is 

The  Chairman.  $1,500,000? 

Mr.  Banzhaf.  The  exact  amount,  before  adjustment  was  made, 
was  $1,465,000. 

The  Chairman.  Did  you  make  an  audit? 

Mr.  Banzhaf.  I  have  a  man  over  there  by  the  name  of  Soast,  one 
of  the  traveling  auditors. 

The  Chairman.  One  of  the  traveling  auditors  ? 

Mr.  Banzhaf.  Yes,  who  has  charge  of  a  crew  of  five  men ;  with  th& 
addition  of  two  men  to  be  placed  on  a  subcontract,  there  are  eight: 
men,  or  will  be  eight  men  on  the  job  altogether  when  the  two  addl  - 
tional  are  placed  there. 

The  C'iiairman.  Is  that  bill,  or  has  that  account  been  settled  witi 
the  Morgan  Engineering  Co.? 

Mr.  Banzhaf.  No,  sir. 

The  Chairman.  They  have  reduced  their  claim? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  To  what  figure? 

Mr.  Banzhaf.  It  was  reduced  by  approximately  $337,000. 

The  Chairman.  How  did  that  reduction  come  about  or  come  t: 
be  made^ 

Mr.  Banzhaf.  When  I  received  my  preliminary  instructions,  i»^ 
first  instructions  to  do  the  matter,  he  said  that  tne  work,  approx^ 
mately.  Avas  $1,5(X),()00.  There  was  considerable  controversy  overth^ 
records:  they  did  not  care  apparently,  fought  submitting  what 
considered  and  what  I  demanded  l^efore  I  would  proceed  with  th^ 
audit,  so  that  I  might  approve  the  payment  of  $582,000  by  tl"^ 
Government. 

The  Chairman.  Was  the  Government  to  pay  this  reconditioninB- 
expense  t 

Mr.  Banzhaf.  Simply  advanced  it  for  the  account  of  the  Balt:^ 
Steamship  Co. 

The  Chairman.  Well,  now,  did  the  board  take  any  action  up^^ 
that  matter,  the  Shipping  Board  ? 
Mr.  Banzhaf.  Yes. 

The  Chairman.  Pass  a  resolutioivl 
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The  Chairman.  Then  you  went  to  audit  the  account  for  the  recoE 
ditioning  work,  and  the  bill  was  reduced  by  $337,000? 

Mr.  Banzhaf.  Yes,  sir;  after  I  had  started  in. 

The  Chairman.  After  you  had  started  in? 

Mr.  Banzhaf.  After  I  started,  I  endeavored  to  get  the  records 
there  was  a  great  deal  of  controversy  over  giving  me  the  records. 

The  Chairman.  And  that  reduction,  at  least,  was  made  i 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  That  bill  left  the  bill  for  reconditionino:  largei 
than  the  purchase  price  of  the  boat  ? 

Mr.  Banzhaf.  \  es,  sir. 

The  Chairman.  Now,  then,  was  the  Baltic  Steamship  Co.  to  reim- 
burse the  Shipping  Board  for  the  reconditioning  expenses,  alsoi 

Mr.  Banzhaf.  That  is  a  thing  I  have  been  trying  to  determine.  I 
have  not  been  able  to  get  the  agreement  under  which  they  are  buying 
the  boat. 

The  Chairman.  Who  have  vou  tried  to  get  that  from? 

Mr.  Banzhaf.  From  Mr.  McLoughlin,  of  the  legal  department,  45 
Broadway. 

The  Chairman.  Have  you  tried  to  get  it  from  the  Baltic  Steam- 
ship Co.? 

Mr.  Banzhaf.  Xo,  sir;  I  understand  there  is  a  new  agreement 
being  executed ;  that  the  original  agreement  has  been  superseded  by 
another  agreement. 

The  Chairman.  Xow,  have  you  called  for  the  vouchers  and  pay 
rolls  of  the  Morgan  Engineering  Co.? 

Mr.  Banzhaf.  When  I  started  to  lay  out  the  work  of  the  audit  I 
had  a  conference  in  an  endeavor  to  find  out  just  what  records  they 
had,  how  they  were  kept,  and  who  had  them,  etc.  The  first  thing,  of 
course,  I  took  up  was  the  direct  labor,  and  I  asked  for  the  time  cards. 
Thev  claimed  that  they  had  destroyed  all  time  cards. 

The  Chairman.  You  know  who  comprise  the  Morgan  Engineeriag 
Co.  ? 

Mr.  Banzhaf.  Col.  McCabe  is,  I  believe,  general  superintendent, 
practically  the  general  manager,  I  understand.  Mr.  Lacomb  is,  I 
believe,  secretary  and  treasurer. 

The  Chairman.  Do  you  know  whether  Col.  McCabe  is  also  inter- 
ested in  the  Baltic  Steamship  Co.  ? 

Mr.  Banzhaf.  I  don't  know ;  no,  sir. 

The  Chairman.  Do  you  know  whether  he  was  formerly  with  th< 
Army  Transport  Service? 

Mr.  Banzhaf.  Well,  I  have  been  told  so. 

The  Chatr:man.  You  say  that  you  could  not  find  any  time  card 
to  check  up  the  direct  labor? 

Mr.  Banzhaf.  They  claimed  that  thev  have  been  destroved.  As 
matter  of  fact,  we  did  find  a  few ;  at  least,  they  were  given  to  ^' 
They  claimed  tliat  they  did  not  have  but  a  very  few;  that  they  didn 
have  enougli  to  be  worth  while.  A  young  man  named  Jennings  tfy 
me  when  I  first  went  there  he  believed  he  could  produce  all  the  ti^ 
cards.  After  I  had  had  a  talk  with  Col.  McCaoe  and  Mr.  Laco^ 
he  reversed  himself. 

The  Chairman.  In  the  absence  of  that  contract  of  sale  on  '^ 
charter  purchase  plan,  you  don't  know  whether  the  Fleet  Corpora^ 
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The  Chairman.  Whom? 

Mr.  Banzhaf.  Tlie  repair-cost  audit  department:  that  is,  theauc 
ing  part  of  it. 

The  Chairman.  What  are  they  doing  to  protect  themselves? 

Mr.  Banzhaf.  Well,  that  is  wliat  I  am  referring  to  now,  is  the 
that  the  repair  cost  of  a  department  in  making  audits  of  varic 
vessels  in  the  repair  yards  have  found  these  irregularities,  and 
appear  in  their  bills. 

The  Chairman.  Oh,  I  see. 

Mr.   Banzhaf.  You  see  what  I  mean;  they  are  auditing 
bills,  and  I  have  found  in  the  field  auditors'  reports  these  ii 
ties  reported — in  other  words,  these  bill  show  these  irre^v^-.^ 
upon  them,  and  he  certified  to  tnem — that  is,  as  to  what  he  has  foi 
As  I  say,  this  was  all  about  six  or  seven  months  ajgo.     Since  that 
the}'  have  been  working  it  on  a  different  plan.     They  fight  the 
out  with  the  field  auditor  first,  and  then  after  the  field  auditor 
passed  upon  everything  which  they  say  should  be  charged  they  rendar] 
the  bill  from  the  adjusted  work  sheets — the  adjusted  cost  sheet 

The  Chairman.  Now,  does  the  Shipping  Board  have  anybody  then! 
to  supervise  the  work,  or  inspector  to  pass  upon  the  work,  while  tkj 
work  is  being  done? 

Mr.  Banzhaf.  Under  the  present  operating  agreement  the  sole  it  | 
spection,  from  a  mechanical  standpoint,  is  in  the  hands  of  the  oper 
ating  companies'  port  engineers.  I  haA^e  inquired  into  this  iMtt«i,i 
and  I  understand  that  this  is  the  fact,  and  I  have  been  told  that  "sj 
a  rule  the  port  engineer  does  not  visit  the  ship  over  twice;  heviatij 
the  ship,  perhaps,  when  the  requisition  is  issued,  and  again  to  see 
that  the  work  has  been  completed  or,  at  least  is  satisfactory,  himsdl 

The  Chairman.  Well,  does  the  United  States  Bureau  of  Surrey 
have  anything  to  do  with  this  matter? 

Mr.  Banzhaf.  Yes,  sir;  the  United  States  Bureau  of  Survey, ac- 
cording to  their  contract,  agree  to  maintain  a  record  by  which  the 
Shipping  Board's  repair  bills  on  ships  operating  under  the  M.  0J"| 
agreement  may  be  checked,  and  provide  accurate  survey  to  be  iwift 
by  the  United  States  Bureau  oi  Survey  inspectors,  or  the  United 
States  Bureau  of  Survey. 

The  Chairman.  They  are  acting  as  agents  for  the  Shipping 
Board? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Have  you  had  any  experience  with  the  Liberty 
Iron  &  Wire  Co.  at  Norfolk,  Va.? 

ilr.  Banzhaf.  Yes,  sir. 

The  Chairman.  What  experience?  . 

Mr.  Banzhaf.  I  found  that  they  had  received  steel  in  excess  oi 
what  thev  paid  for. 

The  Chairman.  What?  , 

^Ir.  Banzhaf.  I  found  that  they  had  received  steel,  had  purchased 
steel,  and  had  paid  less  than  they  should  have  paid. 

The  Chairman.  What  was  done  about  that? 

Mr.  Banzhaf.  The  matter  wns  reported  in  Washington;  it^^«^ 
the  subject  of  a  report  which  I  made  to  the  chief  traveling  auditor, 
Mr.  Fielding,  I  believe,  and  the  matter  was  also  reported  to  the 
Bureau  of  Investigation. 

The  Chairman.  Were  they  in^vdc  to  p^iy  ^rhat  they  should  pay* 
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The   Chairman.  "  C.  Failure  to  check  repair   work   which 
progressed  far  beyond  the  limit  of  cost,  and  failure  to  limit  w( 
which  .had  progressed  far  beyond  the  necessary  time  allowance"? 

Mr.  Banzhaf.    Yes,  sir. 

The  ('hairman.  You  found  instances  of  that? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  In  this  letter  you  said : 

Wlieu  an  inspector  can  sit  in  a  pilot  house  and  compile  a  repair  requiiSt 
for  thousands  of  dollars  of  work  on  an  engine  which  he  never  even  sees, 
this  same  procedure,  under  the  proposed  arrangement,  is  a  matter  suscept 
to  easy  execution,  by  dishon«»st  agents,  it  is  not  to  l)e  wondered  that  he 
men  in  the  United  States  Shipping  Board  Emergency  Fleet  Corix^ration 
losing  confidence. 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  You  found  an  instance  of  where  an  inspector  stf | 
in  a  pilot  house  and  compiled  a  repair  requisition  of  thousands  of 
dollars  of  work  on  an  engine  which  he  never  saw? 

Mr.  Banzhaf.  I  proved  by  the  summary  of  the  launches  used  for 
inspectors — by  summary  of  the  launches  which  will  show  the  amount! 
of  traveled  time  by  inspectors,  that  out  of  possibly  17 — or  approxi' 
mately  17  inspectors — the  time  of  about  two  inspectors  could  m- 
tually  liave  been  passed  ^oing  to  and  from  ships  and  actually  wwt- 
ing  on  the  ship,  inspecting  and  making  up  requisition.  A  large 
part  of  the  traveling  time  of  the  launches — or,  I  should  say,  a  large 
part  of  that  time  is  traveling  time  in  the  launches. 

The  Chairman.  Yes ;  but  how  about  this  bill  of  repair,  the  requi- 
sition for  thousands  of  dollars  worth  of  work  on  an  engine  whidihe 
never  even  sees? 

Mr.  Banzhaf.  I  went  over  the  steamship  Mahnett^  a  wooden  iip. 
Capt.  Evans,  of  the  Mahnett^  who  was  skipper  at  that  time,  informed 
me  at  that  time  that  Inspector  Barker,  of  the  inspection  force  of 
Norfolk,  had  made  just  sucli  a  requisition.  I  questioned  several 
checkers.  They  informed  me  that  the  process  of  making  up  a  requi- 
sition by  the  inspector  usually  consisted  of  the  inspector  going  aboard 
the  ship  and  taking  his  information  from  the  engineer. 

The  Chairman.  You  also  said  in  that  paragraph,  "  When  the  same 
agents,"  that  is,  the  man  who  compiles  tne  requisition? 

Mr.  Banzhaf.  I  referred  that  case,  I  believe,  to  the  operating 
agent. 

The  Chairman.  "  When  the  same  agents  instruct  the  captains  of 
the  ships  that  it  is  none  of  the  captain's  damn  business  how  much 
things  cost,  and  force  the  captain  to  approve  extortionate  invoices, 
over  protest,  it  shows  that  some,  if  not  most  of  these  agents,  have  no 
conception  of  the  sacred  trust  placed  upon  them  when  entrusted  with 
public  funds"? 

Mr.  Banzhaf.  Yes,  sir. 

The  C^iiAiR^iAN.  You  know  of  an  instance  where  an  agent  told  the 
captain  it  was  none  of  his  business  how  much  the  things  cost? 

Mr.  Banzhaf.  Cai)t.  Evans  informed  me  that  had  been  his  expe- 
rience with  three  of  them — that  is,  that  attitude.  I  won't  say  that 
thev  all  used  those  words. 

'f  he  Chairman.  The  captain  of  the  Mahnettf 

Mr.  Banzhaf.  Yes,  sir.  I  confirmed  that  by  the  fact  that  there 
was  gross  expenditures  for  repairs  and  by  the  great  amount  of 
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loney  which  was  spent  for  supplies,  particularly  for  subsistence. 
made  investigations,  or  a  man  associated  with  me  made  investiga- 
jns,  as  to  the  cost  per  day  per  man.  Survey  showed  that  the  cost 
ir  day  per  man  on  shipboard  in  the  port  oi  Norfolk  was  away  in 
cess  for  the  per  day  per  man  rates  given  by  other  companies — 
•ivate  companies  and  the  Navy. 
The  Chairman.  In  excess  of  private  companies  and  in  excess  of 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  You  also  stated  "  deliberate  authorization  of  tre- 
endous  amounts  of  unnecessary  and  irregular  work.     It  has  been 
»und  that  general  repair  charges  in  south  Atlantic  districts  to  date 
Kregate  over  $7,(X)0,000." 
Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  "  Ten  per  cent  of  this  amount,  or  $700,000,  graft, 
an  easily  be  obtained  by  any  man  who  has  the  privilege  of  assigning 
rork  of  such  an  amoimt.  And  yet,  for  some  unknown  reason,  this 
K>wer,  which  for  the  entire  organization  is  worth  several  millions  of 
loUars,  is  given  away  without  compensation.  By  proper  control  in 
ither  departments  than  the  Construction  and  Sepair  departments 
md  internal  check  there  is  no  doubt  much  of  this  amount  could  be 
»Ted." 
Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  What  have  you  found  upon  which  to  base  that 
itatement  and  that  assurance  ? 

Mr.  Banzhaf.  The  fact  that  every  statement  I  received  indicated 
ihat — ^that  the  men  that  talked  with  me,  the  associates  of  mine  who 
ixamined  the  ship  chandlery  concerns  and  other  concerns  doing  busi- 
ess  with  the  Shipping  Board,  all  agreed  that  their  experience  had 
een  that  it  was  the  usual  thing  to  take  graft  or  you  didn't  get  work. 
The  Chairman.  You  stated  in  this  letter :  "  'the  agent,  according 
>  testimony  of  one  captain,  tells  the  repair  people  flat  out,  if  you 
ant  repair  work,  come  across  with  the  cash."  ^ow,  what  agent  or 
^ents  or  whom  do  you  mean  ? 
Mr.  Banzhaf.  The  operating  agent. 

The  Chahiman.  Tell  the  repair  yards  that  if  they  want  the  work 
ley  must  come  across  with  the  cash  ? 
Mr.  Banzhaf.  That  is  what  Capt.  Evans  told  me. 
The  CHAHtMAN.  Capt.  Evans  told  you  that? 
Mr.  Banzhap.  Yes,  sir. 
The  Chairman.  That  he  had  been  told  that  ? 

Mr.' Banzhaf.  I  will  have  to  qualify  that;  I  believe  that  he  pos- 
ibly  overheard  it;  I  don't  know  just  what  he  said. 
Tlie  Chahiman.  Overheard  it?  ^ 

Mr.  Banzhaf.  That  was  what  he  reported  to  me,  anyhow. 
The  Chairman.  "  Lack  of  effective  and  conscientious  insi)ection. 
fhe  function  in  seeing  that  work  is  expedited  and  properly  done  is 
ntnisted  to  the  agents.  It  is  now  possible  for  these  men  to  aj)point 
my  ignorant,  incompetent  man  as  an  inspector.  He  may  inspect  work 
►nee  a  week  or  once  a  month,  any  irregularity  may  be  practiced. 
Neither  he  nor  his  employer,  the  agent,  will  suffer  financially  if 
^ork  is  worthless,  as  it  often  has  been.  It  will  likely  be  done  over, 
s  heretofore,  and  the  Fleet  Corporation  will  pay  the  repair  bill 
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without  any  protest,  also  as  heretofore."     You  found  instances 
that  ? 

Mr.  Banzhof.  I  have  had  that  reported  to  me  several  times, 
the  present  time  I  have  been  unable  to  find  time  to  make  these 
parisons. 

I'he  Chairman.  Who  reported  it  to  you,  that  that  was  the  sit 
ation  ? 

Mr.  Banzhaf.  The  inspectors  of  the  investigation  department 

The  Chairman.  Bureau  of  Investigation  ? 

Mr.  Banzhaf.  And  also  the  checkers  of  the  port  of  Norfolk,  tl 
time  inspectors. 

The  C  hairman.  "  On  contract  work  there  is  evidence  of  colli 
with  repair  yards,  by  which  building  sometiipes  is  a  mere  prete 
and  greatly  excessive  bids  accepted.     On  time  and  material  wc 
rotten  and  long  running  work  has  been  consistently  allowed  to  pass.' 
Have  you  found  that,  or  has  that  been  reported  to  you  by  others? 

Mr.  Banzhaf.  It  has  l>oth  been  reported,  and  I  think  I  havecoihj 
vinced  myself  of  the  fact  by  some  independent  investigations  I  mid»! 
myself.     I  found  that  yards  which,  by  the  summary  of  the  repoitj 
work  issued  at  Norfolk,  who  are  reported  and  who  could  be  moved 
to  the  making  up  of  irregular  bills,  were  getting  the  large  amourt 
of  their  work;  tliey  were  getting  work  far  in  excess  of  the  amonnt 
justified  by  their  equipment  and  the  character  of  the  work  which 
they  did. 

I  invt\stignted  one  of  the  oldest  yards  in  the  port  of  Norfolk,  called 
the  Elizabeth  Iron  Works.  This  gentleman  said  that  he  could  not 
understand  why  they  could  not  receive  work;  they  did  private  ttoA 
I  l)elieve,  on  stationary  engines  and  they  were  the  oldest  repair 
company  or  rei)air  vard  in  Norfolk.  They  claimed  they  made  several 
bids,  and  I  found  for  a  period  ending,  approximately.  May  31,  that 
the  Elizabeth  Iron  Works  had  received  but  about  $i5,(XK)  worth  of 
of  work,  whereas  other  vards  who  had  been  in  existence  but  a  vear 
or  tAvo,  had  received  $250,000  or  $300,000  worth. ^ 

The  (^hairman.  Did  they  have  sui)erior  equipment,  tliese  newer 
yards? 

Mr.  Banzhaf.  Xo,  sir;  most  of  them  started  with  a  small  amount 
of  rnarhinorv.  I  myself  have  gone  around  and  looked  at  some  of  the 
shops,  and  they  api)eared  to  me  not  to  be  well  equipped. 

The  Chaikman.  Now,  you  reported  this  on  July  6,  1920? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  By  this  letter? 

Mr.  Banzhaf.  Yes.  sir. 

The  (^HATinrAN.  To  the  general  comptroller? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Do  you  know  Avhether  any  steps  have  l)een  taken 
to  eliminate  these  irregularities  or  improper  practices? 

ilr.  Banzhaf.  In  the  port  of  Norfolk,  I  would  not  state  thev 
have.  I  came  away  from  N'orfolk  before  the  rest  of  the  auditors  left 
there.  Since  I  have  been  in  New  York  I  understand  that  one  of  the 
thin<rs  Avliirh  I  have  recommended,  and  which  I  have  tried  to  have 
passed,  namely,  the  removal  from  the  approved  list  of  any  yard 
which  is  known  to  n^nder  irregular  invoices,  has  been  done,*^  and  I 
understand  that  the  North  River  Ship  &  Engine  Co.  has  been  re- 
moved from  the  approved  Ui>t,  ai\d  1  tKltvk  the  Eansom  or  Ramburg, 
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ion't  know  which  it  is,  yard — I  can  not  i-emember  just  exactly  what 
e  name  of  the  yard  is-^has  been  also. 

The   Chairman.  How  about  other  things  tliat  you  pointed  out 
lere — have  they  been  remedied  ? 

Mr.  Banzhaf.  I  could  not  tell  from  what  I  have  seen  in  the  port 
E  New  York. 

The  Chairman.  You  could  not  tell  as  to  that? 

Mr.  Banzhaf.  No,  sir;  excepting  in  a  general  way,  I  think  some 
f  the  things  are  still  going  on;  I  think  that  from  the  character  of 
arsons  still  continuing,  and  their  known  dishonesty,  and  also  from 
he  general  lack  of  inspection  that  is  taking  plaice,  that  the  same 
kings  that  have  happened  in  the  past  are  going  on  at  present.  I 
•n't  see  how  they  can  help  but  go  on  just  the  same. 
^  The  Chairbian.  Now,  can  you  point  out  any  inconsistencies  in  that 
lie  there  that  bear  on  any  of  these  things  that  you  have  spoken  of  in 
^our  letter  to  the  general  comptroller? 

Mr.  Banzhaf.  I  liaA^e  a  letter,  or  a  copy  of  a  letter,  from  B.  V. 
Woodward,  manager  of  the  repair  department. 

The  Chahiman.  Who  is  that  ? 

Mr.  Banzhaf.  Mr.  B.  V.  Woodward,  manager  of  the  repair  depart- 
ment, New  York,  and  Mr.  Klipgard,  referring  to  the  steamship 
f^mtet  which— shall  I  read  the  letter  ? 

The  Chairman.  If  it  is  necessary. 

Mr.  Banzhaf.  The  point  involved  in  this  case  is  the  fact  that  the 
repairs  on  both  of  these  vessels  was  found  to  be  much  in  excess  of  the 
>roper  amount;  that  is,  the  proper  amount  certified  to  by  the — esti- 
aated  by  the  repair  department  or  the  C  and  E  department  and  by 
he  United  States  Bureau  of  Survey.  Neveitheless,  these  bills  were 
tdered  paid  over  the  protest. 

The*  leter  says : 

After  Aoiii?  Into  aU  the  details  of  the  iimttor  of  the  excessive  cost  for  repairs 
lade  to  the  S.  S.  Cajatet  and  the  S.  S.  J-Jtan,  by  the  North  River  Ship  &  Engine 
0.,  it  appears  to  me  that  we  have  no  jj^roiuids  upon  which  to  l)ase  the  chiini 
►r  reduction  of  this  bill,  for  tlie  reas<»n  that  tlie  rejuiir  cost  audit  department 
lecked  all  time  and  material.    Also  this  \vc»rlv  was  drajr^red  out  and  ailded  to 
om  day  to  day,  due  purely  and  solely  to  the  utter  incomi)etency  to  the  repair 
jpartnient  inspectors  on  the  job.     IVrsonally  I  feel  that  the  job  should  have 
•en  done  for  a  jrreat  deal  less  than  it  has  cost  the  Shippinjr  Board,  provided 
*  have  liad  the  proper  pcMiple  on  the  job,  both  in  the  repair  cost  audit  depart- 
?iir  and  in  our  own  department.     However,  it  is  a  i»royen  fa<t  that  most  any 
pair  <Hincern  in  the  port  of  New  York  \v(n-kin;r  on  a  time  and  material  basi}? 
11  drajr  the  work  out  as  lonp:  as  our  in<i»ectors  permit  tlieni  to,  and  will  i)er- 
rin  any  work  su.i?Kesteii  by  the  inspector  or  the  chief  enjiineor  of  the  vessel. 
i«I  iii  all  probal>ilIty  a  great  many  char;res  ihat  are  placid  1  ajiainst  the  supple- 
»ntary  requisition  awarded  from  this  otrn*e  results*  from  work  l)einj^  performe<l 

otiier  machinery  for  which  no  authority  has  <»ver  been  ^r.ven.  in  view  of  the 
ove.  you  will  authorize  the  payment  in  full  for  work  inTformed  (»n  the  above 
o  ships. 

The  Chairman.  What  is  the  date  of  that  letter? 
Mr.  Banzhaf.  June  30,  1920. 

The  Chairman.  How^  much  was  involved  in  that,  do  you  know? 
Mr.  Banzhaf.  The  S.  S.  Cajatet.  the  invoiced  amount  was  $24,. 
2.25;  the  total  adjustments  were  $726.75.  The  audited  amount  was 
3,915.50.  The  report  of  the  Bureau  of  Survey,  June  28,  1020,  that 
pj  estimate  the  repairs  as  $8,0G5  against  the  $23,000  charnred.  The 
S.  Efan  bill,  June  28,  1920,  the  amount  charged— that  is,  audited 
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anioiint— $41.950.2:>;  the  Bureau  of  Survey  estimated  $23,2aX 
of  the  inspectors  of  the  C.  and  R.  department  wrote  a  letter  stat 
that  the  work  was  $20,000  in  excess  of  what  it  should  be  on  this  lat 
vessel,  but  the  bill  was  paid  over  protest.    The  next  thing  is  a- 
you  care  to  have  me  go  further? 

The  Chairman.  What  is  the  next  case  you  have  there  ? 

Mr.  BANzitAF.  I  have  a  quotation  from  John  T.  Edwards,  of  tliil 
Cleary  &  Edwards  Boiler  Scaling  and  Cleaning  Co.,  of  Norfolk,  Vt,j 
daRnl  January  7, 1920.  It  is  a  proposal  for  painting  work  addressed 
to  Mr.  Chrystie,  cliief  inspector  South  Atlantic  district.  It  is  for] 
painting  work  on  the  hulls  of  the  ships,  and  as  far  as  the  specifica- 
tions in  the  proposal,  it  says  what  they  will  do.  They  state  what  the 
time  of  the  work  will  be,  that  they  will  complete  the  work  in  sem 
calendar  days.  The  price,  which  is  insertecf  by  myself,  and  whiAi 
agrees  with  the  actual  payment  made,  is  $5,643.13. 

The  reason  I  lacked  this  thing  up  was,  in  the  first  place,  it  is.  to 
my  mind,  a  very  clear  indication  or  the  spirit  to  make  work.  This 
work  of  painting  above  the  water  line  is  work  which  from  the  time, 
almost  from  the  time  vessels  existed,  has  been  a' part  of  the  work  of 
the  crew.  Nevertheless,  ilr.  Edwards  was  able  to  secure  this  work  on 
a  lump-sum  basis,  not  on  a  competitive  bid,  the  assumption  in  such 
cases  l)eing  that  it  is  impossible  to  submit  the  work  for  competitive 
bids.  I  looked  up  the  departure  records  of  the  records  of  the  vessel's 
itinerary.  I  found  that  that  vessel  did  not  sail  until  January  25  for 
Jacksonville. 

The  Chairman.  How  many  days  later? 

Mr.  Banzhaf.  Making  18  days,  so,  my  opinion  that  I  am  offering, 
if  I  may  do  so,  is  that  it  was  not  necessary  to  put  that  work  on  a 
lump-sum  basis.  It  was  not  necessary,  in  the  first  place,  to  give  that 
work  out  to  workmen,  for  the  reason  that  the  crew  is  paid  to  do  such 
work.  A  vessel  always  has  at  least  a  skeleton  crew.  In  this  case  they 
had  a])parently  a  full  crew;  at  least,  I  suppose  so,  but  the  crew  was 
paid  to  do  that  work.  They  have  very  little  else  to  do  if  they  do  not 
do  such  work  as  that,  in  fact,  they  would  not  have  anything  to  do  but 
ride  around  on  the  ships. 

I  find  another  cxuinpic,  not  of  the  same  kind  of  work  but  perhaps 
an  illwslration  of  several  steamers.  I  found  that  the  ashes  were  not 
being  blown  overboard.  The  steamships,  most  of  them.  I  believe, 
are  equij)j)e([  with  a:sh  ejectors,  which  blow  them  as  far  as  across  the 
street.  One  of  the  inspectors  of  the  department  of  investigation 
was  out  on  a  ship  while  this  kind  and  character  of  work  was  going 
on;  I  don't  remember  the  ship  now,  but  while  looking  and  searehinj: 
in  the  files  1  could  lind  the  same  kind  of  work  teing  given  out  by 
Inspector  Chrystie,  j)er  Lester  George.  I  have  here  a  bill  for  the 
Oate^lnirf^  for  similar  kind  of  work. 

The  Chaiilmax.  What  is  the  fact ;  is  it  possible  that  the  ash  ejectors 
were  out  of  order  ? 

Mr.  Danzhaf.  It  hnpjjened  in  this  case — in  the  first  place,  tliev 
sliould  blow  them  out  at  sea :  they  siiould  not  wait  until  they  p^ 
into  j)ort.  The  case  which  I  refer  to,  where  the  agent  of  the  depart- 
ment of  investigation  was  on  the  boat,  we  talked  with  the  engineer, 
and  I  believe  asked  what  was  the  matter  with  his  ash  ejector.  Soto 
show  me  that  it  was  all  right  he  turned  the  thing  on  and  it  ejecteij 
ashes  against  the  building  or  dock,  ^  cow^v^^tviWW  v\\?fca.vvce  away: 
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Mr.  Banzhaf.  1  could  not  find  any.     The  captain  said  that 
could  not  find  it.    The  men  on  the  boat  swore  to  me  ttlt  jthe  fl 
char<red  at  the  dates  criven  in  the  bill  had  not  been  on^Ee  bost. 
also  foun<l,  for  instance,  later,  a  table  job  for  a  chart  table,  w 
they  char<red  $:54(),  and  the  auditor  went  over  it  and  ^ve  them  9 
more  for  such  a  table  perha])s  as  that  [indicating  one  in  the  rfjom]. 
The  fiehl  auditor  who  did  that.  Moselev  by  name,  was  found  by  tb 
department  of  investigation  to  have  received  $5  a  ni^ht  for  pas4 
the  bills  on  another  concern.    T  found  that  they  charged  $200  or  8309 
for  launch  hire.    Inspector  Dolby  .said  that  the  launch — that  is,  thit 
the  ship  had  been  tied  to  the  wharf  during  the  period  when  the  work 
was  supposed  to  have  been  going  on  and  the  ship's  pai>ers  agreed  and 
showed  tlie  same  thing. 

The  other  work  which  I,  from  mv  limited  experience,  my  limited 
mechanical  experience,  I  could  not  find  had  been  done. 

Mr.  Kelley.  Generally,  is  all  of  that  pile  of  papers  that  kind  of 
material? 

Mr.  Ranziiaf.  Some  of  it  is  on  the  same  line:  there  are  different 
pai)ers  on  different  matters  of  this  kind:  some  are  from  the  Depart- 
ment of  Investigation  and,  in  fact,  the  Department  of  Investiption 
have  most  of  this  stuff. 

Mr.  Kei.ley.  How  many  pages  of  that  stuff  have  you  got  there, 
in  one  hand  or  the  other? 

Mr.  Banzhaf.  Well,  alxnit  60  or  70,  some  of  it  pretty  bad. 
Mr.  Kelley.  In  other  words,  like  that  which  you  have  detailed! 
Mr.  Banzhaf.  Well,  it  is  all  kinds:  I  would  not  say  that. 
Mr.  Kelley.  I  was  going  to  say,  without  breaking  in  on  this  line, 
if  you  want  to  go  ahead  on  this,  Mr.  Cliairman,  I  was  going  to  ask 
him  who  instructed  you  to  audit  the  New  RochcUef 

^fr.  Banzhaf.  I  received  a  letter  from  Washington,  from  Mr. 
McKean,  de]>uty  general  comptroller. 

Mr.  Kelley.  The  purpose  of  the  audit  was  to  determine  whether 
the  (lovernment's  equity  was  protected  or  not?  \ 

Mr.  Banzhaf.  lie  did  not  state  why  in  the  letter.    In  the  letter 
it  stated,  as  I  remember:  Whether  the  Government  would  be  justi- 
fied in  paying  $582,000.    There  the  question  comes  up  just  what  is 
the  (rovernment's  position  in  the  case,  the  position  that  it  would  be 
placed  in  if  the  best  vessel  should  be  returned.     There  is  $400,000 
advanced  by  the  Baltic  Steamship  Co.;  does  it  become  a  loss  to  the 
Baltic  Steamship  Co.  or  do  they  lose  it  just  the  same  as  a  man  might 
if  he  made  a  leasehold  property.     I  endeavored  to  secure  the  pur- 
chase* contract  to  determine  that,  and  also  to  give  me  a  basis  fot* 
working. 

Another  thing  there,  you  micrht  say  the  most  important  thin^i*^ 
the  record  was  missing:  that  is,  the  working  specifications.  The^ 
claimed  that  they  made  their  repairs  this  way,  that  they  let  thos^ 
men  go  on  l)oard  that  ship,  they  claimed  something  like  as  many  a-* 
1,800  men  go  on  there  at  once,  at  that  work,  whereas  the  larger 
amount  I  could  find  from  any  record  was  1,100  men  at  any  oo-* 
time,  or  a  little  over,  and  they  claimed  that  they  let  those  men  ^* 
aboard  the  ship  without  specifications  and  that  the  work  was  lai*^ 
out  bv  the  foreman  or  the  superintendent,  Col.  McCabe,  in  part 
that  tVie  original  s])ecifications,  which  I  believe  were  made  generally 
hy  the  Shipping  Board,  by  the  Xttcv^  TT^iiv's^Yt  Service,  when  th^ 
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kt  was  turned  back  to  the  Shipping  Board;  they  chiimed  that 
le  specifications  were  entirely  too  expensive;  therefore,  they  did 
follow  them.  Mr.  Griner,  marine  superintendent  of  the  Baltic^ 
ifr.  Werry,  I  think,  and  Col.  McCahe,  from  their  statements, 
Mpeared  all  to  have  had  a  hand  in  the  laying  out  of  the  work. 
llr.  E^ELLEY.  Well,  it  appears  that  the  bills  rendered  for  the  work, 
AfOCording  to  the  changed  specifications,  were  much  greater  than 
tliry  would  have  been  if  carried  out  there  according  to  the  Shipping 
S^oard  specifications. 

Mr.  Banzhaf.  I  was  told  that  the  'Shipping  Board  specitictations, 
'^Mrliich  presumably  covered  what  the  vessel  needed  to  pass  a  certain 
:4DlssBiiication,  were  entirely  too  expensive  and  too  voluminous,  one 
ox  the  other;  that  is  my  understanding,  and,  therefore,  they  did  not 
.tCollow  them. 

Mr.KELLEY.  But  the  bills  were  larger  than  they  would  have  been 
'  5.4  they  had  followed  the  other.    Is  that  the  idea  ? 

Mr.  Banzhaf.  I  don't  think  so.    At  least,  not  from  what  they  said. 

Mr.  KeliLet.  I  judge  from  what  you  said  that  the  question  now 

"^ws  whether,  in  view  of  the  extensive  refinishing  done  by  this  con- 

■^  <sem,  whether  or  not  the  Government's  equity  would  be  protected 

*o  the  extent  of  five  hundred  thousand  and  some  odd  dollars  that 

they  were  going  to  advance  for  a  purpose. 

Mr.  Banzhaf.  That  is  my  understanding.  I  was  most  interested 
in  seeing  that  the  Government  advance  of  $400,000,  and  the  making 
of  $182,000  more,  was  protected ;  that  is,  the  $iOO,000  authorized  by 
the  board,  which  I  presume  has  l)een  paid,  plus  the  $182,000  to  be 
paid,  provided  the  Government  is  satisfied,  from  our  examination, 
It  is  justified  and  that  the  Government  will  be  protected. 

Mr.  Ejbllet.  It  is  not  your  understanding  that  the  Government 
.    was  to  advance  the  money  for  the  repairs  for  refinishing? 

Mr.  Banzhaf.  No,  sir.  It  is  my  understanding  that  the  Baltic 
-^  started  this  work.  They  paid  $4(X),000,  and  owing  to  the  great 
J  amount  of  money  that  they  had  been  expending  probably  for  the  pur- 
-^  pose  of  financing  themselves  on  a  little  better  and  more  satisfactory 
J  plan  than  they  might  have  done  if  they  had  gone  to  a  private  banker, 
t     thej'  put  the  matter  before  the  board. 

J         I  would  not  want  my  statement  to  indicate  that  the  Baltic  Steam- 
f      ship  Co.  went  before  the  board  simply  for  the  reason  that  they  wxre 
I      Lard  up;  I  would  not  want  it  to  be  stated  that  way.    I  believe  that 
r       they  might  have  gone  before  the  board  solely  for  the  reason  that 
thev  believed  the  TOard  was  interested  with  them  and  that  they  might 
fnake  better  arrangements  financially,  as  far  as  securing  the  money 
w  concerned,  than  they  c6uld  if  they  went  to  a  private  banker;  of 
^f^'  ^^^*  ^s  simply  my  opinion. 
^  J'  Kellet.  Do  you  know,  from  your  investigation,  whether  or 
reB  •  ^.  ^Q^'^rnment  has  been  in  the  habit  of  advancing  money  for 
jlj'^^ng  ships  that  they  have  resold  to  other  companies? 
^^'  ^^NzHAF.  This  is  the  first  case  I  have  had. 
3l^*  :^^t.iJEY.  You  don't  know  any  other  cases? 
ditio^'     '^^ZHAP.  This  is  the  first  case  I  have  dealt  with  in  the  recon- 

3een  ^♦^^^'^^^-  -^Jid  possibly  it  mav  have  be^n  that  there  may  have 

Afr    i5^^* 

^-Vnzhaf.  Yes,  sir. 
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Keixet.  It  must  have. 

Banzhaf.  But  that  tvrork  was  done  without  any  Government 
►rs  being  there  to  check  it  off  and  without  official  United 

Shipping  Board  inspectors'  approval.    That  work  was  not  fol- 

.by  time  and  material  checkers.    It  was  not  inspected  by  C.  and 
;tors,  so  far  as  I  know,  though  they  might  have  done  so  un- 

ly ;  but  we  did  not  keep  the  records ;  we  were  not  allowed  to  do 
:lliiderstand. 

t  Keu^y.  What  your  investigation  shows  is  that  the  practices 
"  to  by  this  engineering  company  in  repairing  the  ship  are 
•fiiat  it  is  pretty  difficult  to  tell  ? 

Banzhaf.  Yes,  sir. 

Kelley.  But  the  amount  of  the  bill  should  be  ? 

Banzhaf.  Yes,  sir. 
|ur.  Kelley.  That  they  should  be  thoroughly  investigated  and  a 
JBiusion  reached  before  the  Government  does  anything  more  ? 
ir*  Banzhaf.  I  made  the  recommendation,  and  I  stated  that  I 
isHot  consider,  as  I  said  before,  that  the  records  were  sufficient  to 
lirDve  the  bills,  if  I  go  by  the  records  and  find  them  to  be  all  right. 
I  records  which  they  said  were  available  I  do  not  consider  satis- 
lory  evidence  that  the  bill  was  proper — at  least  for  the  amount 
bed — and  made  the  recommendation  that  the  settlement  be  made 
m  the  basis  of  an  engineer's  appraisal  or  conference,  rather,  than 
a  basis  of  an  audit  by  a  traveling  auditor. 

At.  Kelley.  That  is  to  say,  that  a  board  of  engineers  go  over  the 
p  and  appraise  the  work  that  has  been  done  and  determine  what 
B  worth  for  doing  it,  if  they  could? 
ir.  Banzhaf.  Yes ;  if  they  could. 

rhe  Chairman.  The  committee  will  adjourn  now  until  9.30  to- 
rrow  morning. 

Thereupon,  at  4.50  o'clock  p.  m.,  the  committee  adjourned  to  meet 
fnorrow,  Tuesday,  November  30,  1920,  at  9.30  a.  m.) 
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House  of  Representatives, 
New  Yark,  Novemher  30^  1920. 

'he  committee  met  in  Exhibit  Room  No.  6,  Pennsylvania  Hotel, 
•.30  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chairman)  presiding, 
resent  also :  Hon.  Patrick  H.  Kelley,  member  of  committee. 

TESTIHONT  OF  MK.  CHAELES  E.  BANZHAF— Resumed. 

he  Chairman.  Have  you  found  the  copy  of  that  resolution  for 

eh  voii  were  to  look  ? 

[r.  Banzhaf.  No,  sir:  I  could  not  find  that. 

he  Chairman.  What  resolution  was  it  ? 

[r.  Banzhaf.  A  resolution  of  the  Shipping  Board. 

he  Chairman.  Do  vou  remember  when  it  was  passed? 

[r.  Banzhaf.  No,  sir ;  I  do  not  know  the  exact  date.    I  just  read  it 

•  hurriedly. 

he  Chairman.  Where  did  you  ^et  it? 

:r.  Banzhaf.  I  received  it  from  the  general  office. 
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The  (,'hairman.  To  whom  have  you  reported  all  these  matters  tl 
you  luive  l)een  testifyiup  to? 

Air.  Banzhaf.  The  work  in  Xorfolk  was  originally  in  charge 
myself,  aiul  later  two  other  men  Avere  sent  down. 

The  Chairman.  No;  to  whom  have  you  reported  all  these  mattnij 
that  you  have  been  testifying  to  ?  | 

Mr.  Banzhaf.  I  reported  the  general  condition  to  the  genenl; 
office,  Alonzo  Tweedale,  comptroller. 

The  Chairman.  The  general  condition;  but  these  matters  that  joij 
ImyQ  been  testifying  about,  these  specific  matters  that  you  han^ 
taken  up — the  Baltic  Steamship  Co.,  and  the  captain  of  the  MahfuLl 
and  these  other  matters — to  whom  have  you  reported  those  individuJ 
matters  as  vou  found  them? 

Mr.  Banzhaf.  The  matter  of  the  Mahixet  was  reported  to  the 
department  of  investigation. 

The  Chairman.  Well,  to  whom  in  the  department  of  investi^tioni 

Mr.  Banzhaf.  I  took  into  conference  Mr.  Maxwell,  Mr.  Mulhill, 
wnth  (^apt.  Phans. 

The  C'hairman.  Well,  is  that  w^iat  you  call  reporting  it  to  theml 

Mr.  Banzhaf.  AVell,  I  was  not  an  investigator,  you  know.  I  turned 
Cai)t.  Phans  over  to  the  department  of  investigation. 

The  Chairman.  So  you  did  not  make  any  particular  report  of  that 
to  anvbodv  ? 

Mr.  Banzhaf.  It  was  my  understanding  that  he  gave  them  i 
statement. 

The  Chairman.  No,  no.  You  yourself  did  not  make  any  report 
of  that  to  aiiybodv,  you  yourself,  aid  you? 

Mr.  Banzhaf.  1  talked  about  it;  I  have  told  everything — =- 

The  C-H airman.  Yes;  you  talked  with  the  committee  about  it;  but 
have  you  filed  any  written  report  with  anybody  about  that  matter! 

Mr.  Banzhaf.  jTo;  I  have  not. 

The  Chairman.  You  called  the  department  investigators  into  con- 
sultation ? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chauiman.  And  had  Capt.  Evans  there,  and  then  yoa  left 
it  up  to  them  ? 

Mr.  Banzhaf.  I  considered  the  matter,  and  the  way  is  was  to  be 
handled  was  a  matter  rather  for  an  investigator  than  for  an  auditor. 

The  Chairman.  That  is  what  I  am  trying  to  get  at.  These  other 
matters — have  you  filed  any  written  reports,  outside  of  the  Bal^ 
and  the  Mrrrt/ri/  case — the  letter  which  1  read  here  yesterday? 

Mr.  Banzhaf.  There  has  been  no  report  on  the  Baltic  or  imVer- 
curt/,  for  the  reason  that  the  work  is  in  progress  on  the  Mercury*  I 
only  heard  that  the  other  day,  and  that  boat,  the  Mercury^  is  not  i 
Shipping  Board  boat,  as  far  as  the  repairs  go.  If  the  Baltic  Steam- 
ship Co.  had  plenty  of  money,  could  send  out  great  sums  of  money 
on  reconditioning,  I  do  not  think  that  the  board  would  ever  come 
into  the  matter  at  all. 

The  (Chairman.  Some  of  these  other  matters  here  in  the  fileyott 
testified  to  yesterday.  Did  you  make  personal  investigation  of  wl 
these  matters  ? 

Mr.  Banzhaf.  No,  sir;  quite  a  large  number  of  them  were  matters 
which  came  to  my  attention  from  the  Department  of  Investigation 
investigators,  and  I  considered  that  tlieY  ^^^^  amply  competent  to 
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care  of  the  criminal  side  or  the  irregular  side  of  it,  and  I 
^d  at  it  from  the  standpoint  of  an  auditor.  I  accumulated  a  con- 
"^ble  amount  of  information  in  regard  to  the  points  on  which 
B  matters  were  affecting  the  Shipping  Board,  from  the  point  of 
mpetence  and  expense,  to  see  if  possible  the  means  which  should 
iken  in  order  to  remedy  them. 

he  Chairman.  These  nles  and  documents  that  you  have  been  re- 
ing  to  are  Shipping  Board  files,  are  they  ? 

[r.  Banzhaf.  Tney  are  copies  of  letters  and  things  which  I  have 
ed  until  I  could  utilize  them  on  some  such  occasion  as  this,  as  a 
:ter  of  fact. 

lie  Chairman.  The  originals  are  in  the  Shipping  Board — the 
srinal  documents;  that  is  what  I  moan. 

ir.  Banzhaf.  Ygs,  sir.  Most  of  them  are  records  of  the  depart- 
at  of  investigation. 

The  Chairman.  And  some  of  them  have  l^en  j)ending  quite  a 
ile? 

tfr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Did  you  get  any  reply  to  your  letter  of  July  6, 
10,  to  the  general  comptroller? 
ilr.  Banzhaf.  No,  sir. 

The  Chairman.  Did  you  get  an  acknowledgment  of  it? 
Jr.  Banzhaf.  I  went  to  Washington  with  Mr.  Cooper  and  we  had 
mference  in  the  office  of  Mr.  Tweedale,  general  comptroller — after- 
rds  in  the  office  of  Mr.  Meehan  and  Mr.  Richardson — and  tliese 
tters  were  talked  over. 

The  Chairman.  That  is  not  answering  my  question.    I  am  asking 
1  if  you  got  a  reply,  an  acknowledgment,  to  that  letter? 
rfr.  Banzhaf.  Not  an  official  acknowledgement ;  no,  sir. 
Che  Chairman.  Were  you  called  down  to  Washington  as  a  result 
having  sent  that  letter?    Did  they  request  you  to  come  on  to  Wash- 
rton  after  you  had  mailed  it  ? 

Mr.  Banzhaf.  I  think  we  went  voluntarily,  in  order  to  strengthen 
?  letter  and  emphasize  it,  if  possible. 
Fhe  Chairman.  Did  you  discuss  it  with  Mr.  Tweedale? 
Mr.  Banzhaf.  Yes,  sir. 

Ihe  Chairman.  You  discussed  the  various  matters  ^et  up  in  that 
ter?      • 

VIr.  Banzhaf.  Yes,  sir. 

rhe  Chairman.  Do  you  know  whether  any  of  these  matters  which 
a  set  forth  and  to  which  you  objected,  or  concerning:  which  you 
de  criticisms,  have  been  corrected  or  remedied  since  July  0,  1020? 
tfr.  Banzhaf.  As  far  as  the  port  of  Norfolk  goes,  I  have  no  inmie- 
ite  knowledge.  As  far  as  the  port  of  Xew  York  goes,  I  think  that 
ne  steps  have  l>een  taken  which  should  be  very  effective;  that  is, 

the  two  instances  that  T  cited,  by  susj)ending  repair  companies 
10  turned  in  irregular  bills,  the  most  effective  step  that  could  be 
cen  outside  of  prosecution. 

The  Chairman.  Yes,  sir.  Just  what  methods  <lo  you  follow  in 
ing  over  the  books,  for  instance,  of  a  repair  yard?  How  do  you 
^rtain  that  more  men  were  employed  on  the  job,  or  a  greater  num- 
'  of  hours  were  consumed,  than  was  proper? 

^r.  Banzhaf.  I  have  made  no  direct  examinations  of  repair  yards 
Self.     Most  of  my  information  on  irregularities  in  repair  yards — 
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that  is,  the  definite  information — is  based  upon  examination  of  fi 
auditors'  reports,  there  in  the  fields  at  New  York  and  Norfolk. 

The  Chairman.  Do  you  examine  the  reports? 

Mr.  Banzhaf.  Yes,  sir ;  I  investigate  them,  go  into  them,  to  see 
that  the  field  auditors  are  properly  covering^their  work,  and  find  out 
what  the  conditions  in  regard  to  repairs  are. 

The  Chairman.  You  examine  the  reports,  do  you  not  ? 

Mr.  Banzhaf.  I  examine  them  briefly.  I  just  investigate  ccrtaiii 
ones  to  get  a  general  idea  of  the  situation,  not  to  examine  specifii 
auditors'  work.  I  want  to  i^,  in  a  general  way,  how  the  thing  u 
working  out. 

The  Chairman.  In  a  general  way  ? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  After  you  have  done  that,  what  do  you  do? 

Mr.  Banzhaf.  I  have  made  reports  to  Washington  on  the  situa 
tion. 

The  Chairman.  Do  vou  make  anv  detailed  examination  of  an^ 
particular  yard  yourself? 

Mr.  Banzhaf.  I  have  never  done  so ;  no,  sir ;  except 

The  Chairman.  Interviewed  any  of  the  proprietors  of  the  yard* 
vou  r  self? 

Mr.  Banzhaf.  I  interviewed  the  proprietors  of  the  Liberty  Iron 
Wire  in  Norfolk.     I  have,  of  course,  had  occasion  to  interview  the 

(proprietors  of  the  Morgan  Engineering  Co.,  in  Jersey  City,  and  pr- 
laps  a  few  other  cases,  but  that  is  about  all.     Most  of  my  investjofa 
tions,  when  I  visit  the  yards,  have  been  with  the  representatives  o 
the  Shipping  Board  itself,  the  field  auditors,  and  the  chief  checkers. 

The  Chairman.  As  far  as  you  know  from  anything  anybodv  L 
authority  in  the  Shipping  Board  has  told  you,  either  personally  cz 
by  letter,  all  these  matters  that  the  field  auditors  have  investiffate* 
and  brought  to  your  attention  may  have  been  looked  into  ana  a*.. 
justed  or  corrected? 

Mr.  Banzhaf.  No,  sir;  I  do  not  believe  so,  nT)t  from  informaticr 
I  have  received. 

The  Chairman.  You  think  that  these  matters  still  are  outstanding 

Mr.  Banzhaf.  I  think  that  Commander  Woodward's  letter,  whic 
I  read  yesterday,  virtually  confirms  what  I  stated.  That  is  a  rece3 
letter,  June  30.  John  T.  Meehan  made  the  statement  to  me  th  - 
they  were  gold  diggers  in  New  York;  he  told  Inspector  C.  B.  Dalk- 
that  all  the  New  1  ork  vards  were  crooked.  That  is  his  view,  ar' 
while  they  do  not  have  the  deductions  on  the  l)ills,  as  I  explained  y^ 
terdav,  for  the  reason  that  thev  do  not  render  the  bills  and  certi'l 
to  them  before  the  field  auditor  goes  over  them,  as  they  did  fonneit 
the  fact  remains,  as  various  people  have  stated,  that  the  Wf>rk 
crowded,  and  there  is  no  question  at  all  but  that  while  the*work  dcr 
not  exist,  or  is  not  needed,  it  is  still  being  requisitioned. 

The  Chairman.  Have  you  any  question,  Mr.  Kelley? 

Mr.  Kf:LLEY.  In  vour  investigation  of  the  accounts  of  differpi 
contractors,  do  you  recall  whether  or  not  it  is  customary  for  tr 
contractor  to  include  in  items  of  expense  which  can  be  charged  i 
his  contract  with  the  Shipping  Board  sums  of  money  for  establish 
ing  credit  ? 

3lr.  Banzhaf.  I  have  never  come  across  any  such  instance. 
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Mr.  Keli^y.  In  this  report  on  the  Providence  En<^ineering  Co.  of 
ovember  30,  1918,  I  want  to  call  your  attention  to  three  items  in- 
uded  under  the  head  of  "  payments  for  expenses,"  and  chargeable 
I  the  Shipping  Board :  "  For  amounts  allowed  W.  Downey  by  board 
f  directors  for  indemnity  bond,  $7,825."  Is  that  a  proper  charge 
gainst  a  contract? 

Mr.  Banzhaf.  It  depends  on  the  contract.  What  is  the  nature  of 
le  work  ? 

Mr.  Kelley.  Well,  an  indemnity  bond. 

Mr.  Banzhaf.  No.    Is  it  a  repair  job? 

Mr.  Kelley.  No  ;  no ;  it  is  a  shipbuilding  contract. 

Mr.  Banzhaf.  Construction? 

Mr.  Kelley.  Construction. 

Mr.  Banzhaf.  That  would  depend  on  the  contract  itself.  The  con- 
Pact  would  probably  provide  a  certain  charge  for  labor  and  material, 
Ad  then  overhead.     Well,  the  insurance  is  part  of  the  overhead. 

Mr.  Kelij:y.  This  is  put  in  as  a  direct  expense,  not  in  the  overhead. 

Mr.  Banzhaf.  Unless  it  is  provided  for  in  the  contract,  I  would 
i^ot  say  that  that  should  be  put  in  the  direct  charge.  It  should  be 
part  of  the  overhead. 

Mr.  Keixey.  Unless  there  was  a  special  provision  in  the  contract 
pemitting  it  ? 
Mr.  Baxzhaf.  Yes,  sir. 

Mr.  Kelley.  "  For  services  as  chairman  of  the  board  of  directors, 
M  $1,000  per  month  for  six  months,  $6,000."  Would  that  be  a  proper 
direct  charge  against  this  contract? 

:^r.  Baxzhaf.  No,  sir. 
j^^'  Kelley.  "September,  1918,  for  partial  payment  for  furnish- 
\^  «nd  guaranteeing  financial  credit  and  working  capital,  $10,000." 

V    T)   *^*  be  a  proper  charge  ? 

^j^'  ^NzHAF.  No,  sir;  not  a  direct  change. 

^^  ^'  *^^LLEY.  I  mean  a  direct  charge.  And  so  far  as  you  know, 
g^  charges  are  not  audited  in  this  way  and  passed  as  a  proper 
jj^^  ^gainst  the  contract  direct? 

"    /    Banzhaf.  Not  unless  they  are  si)ecifically  provided  for  as 
charges  in  the  contract  itself.    And  I  would  like  to  state  that 
fic    ^^^  auditor  of  operations,  and  I  have  had  very  little  occasion 
^w     ^lything  whatever  on  the  division  of  constr^iction  side. 

■    *Velley.  So  you  do  not  know  whetiier  or  not,  if  a  contractor 
jj^^^liged   to   pay   somebody   for   credit — for   strengthening   his 

»  T^that  would  be  a  proper  charge  against  the  construction  of 
^r  ^^)>  under  a  cost-plus  contract? 
I^r   •  OANZHAF.  I  would  say  not ;  no. 
^*    Kelley.  And  if  such   a   charge   as  that   were  audited  and 

^^^  and  allowed,  it  would  be  an  improper  charge  against  the 
mi^^nment,  in  your  judgment? 
rrJ^.  Banzhaf.  Yes,  sir. 

.^0  Chairmax.  Have  you  looked  into  any  matters  concerning  the 
'^ted  States  Bureau  of*^Survey? 

^^Ir.  Banzhaf.  I  have  examined  the  contract  quite  closely  and 
l^^le  notes  of  the  various  provisions.  The  chief  function  of  the 
^^^^eau  of  Survey  is  to  provide  a  record  which  shall  be  used  to 
^^"C'k  and  approve  bills  oi  the  United  States  Shipping  Board.    For 
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that  service  they  are  paid  $50  per  survey  for  ships  of  5,000  tons 
under. 

The  Chairman.  I  think  we  have  the  contract.    Have  you  lool 
into  any  matters  where  they  have  rendered  service  or  where  theyhii 
been  asked  to  render  service  or  where  requisitions  have  been  filed! 

Mr.  Banzhaf.  I  have  inquired  (juite  closely  as  to  their  woi 
They  were  supposed  to  start  functioning  July  1,  and  I  find  thattlifj 
are  a  serious  hin<hance  to  tlie  effective  workings  of  the  cost  repair] 
<k»partmcnt,  for  the  reason  that  they  hold  up  requisitions,  andtbij 
result  is  that  the  time  and  material  checkers  on  the  job  do  not  receiwj 
the  re({uisitions  very  oft^n  until  several  days  after  the  work  has 
started — sometimes  not  until  after  the  ship  has  sailed. 

The  Chairman.  Have  ton  anv  instance  of  that  in  mind — any  pir-; 
ticular  ship  where  that  occurred? 

Mr.  Banzhaf.  No,  sir;  I  have  not.    I  just  inquired  into  thecoBr 
dition.     I  have  inquired  several  times  to  see  whether  or  not  tl»; 
thing  had  started  working,  and  -apparently  it  has  not,  from  thftj 
information  I  received  in  the  repair  cost  audit  department  in  Net 
York. 

The  Chairman.  Have  you  made  any  inquiry  as  to  the  delay! 

Mr.  Banzhaf.  Yes,  sir ;  I  have. 

The  Chairman.  What  is  the  reason  for  it? 

Mr.  Banzhaf.  Why,  as  near  as  I  can  find  out,  they  have  not  been 
able  to  perfect  their  organization. 

The  Chairman.  Then,  of  course,  they  have  not  done  any  survey- 
ing, and  they  are  not  being  paid  for  it,  are  they;  no  repairs  are 
being  held  up  on  that  account,  are  there? 

Mr.  Banzhaf.  I  do  not  think  so.  I  think  the  practice  is  to  go 
ahead  and  do  the  repairs  anyway,  and  the  requisition  comes  alonir 
later.  The  time  and  material  checkers  use  as  a  guide  the  workshop 
order  of  the  repair  compafiy.  They  are  making,  as  I  understand  it, 
principally  condition  survevs. 

The  Chairman.  Do  you  know  how  many  times  a  condition  sur- 
vev  is  made,  usually? 

"Mr.  Banzhaf.  I  have  been  informed  by  an  inspector  of  the  C 
and  R.  department  that  one  condition  survey  a  year  should  be 
sufficient. 

The  Chairman.  How  many  times  are  they  making  them,  do  you 
know  ? 

Mr.  Banzhaf.  According  to  the  contract,  they  are  allowed  to  make 
five,  and  I  believe  it  is  the  repair  order — let's  see,  some  place  itstatfis 
that  three  must  be  made.    I  think  that  is  the  repair  order  of  May  28. 

The  Chairman.  Do  you  know  anything  about  the  collections  made 
on  account  of  charter  hire? 

Mr.  Banzhaf.  I  have  had  two  men  working  on  the  fliarter  hire 
lodger  for  some  time.  T  made  a  preliminary  investigation  to  ^ 
how  they  were  getting  along,  and  examined  quite  a  number  of  the 
accounts.  T  find  that  there  are  quite  a  large  number  of  the  aceonnte 
either  bankrupt  or  in  the  hands  of  equity  receivers. 

The  Chairman.  What  do  you  mean  by  "account  bankrupt"? 

Mr.  Banzhaf.  Well,  the  infoimation  we  get  is  that  the  concerns 
are  bankrupt. 

The  Chairman.  The  money  has  not  been  paid? 
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tfr.  Banzhap.  As  I  understand  it,  we  have  not  been  able  to  secure 
y  infoimation  about  it,  that  work  is  still  in  progress. 
The  Chairman.  Well,  if  the  work  is  still  in  progress,  Tiow  do  you 
low  a  concern  is  bankrupt?    How  do  you  know,  if  you  have  not 
mpleted  your  report? 

Mr.  Banzhaf.  I  say,  I  have  taken  that  information  from  the  de- 
irtment  down  there. 
The  CnAHtMAN.  What  department? 
Mr.  Banzhaf.  The  charter  hire  department. 
The  Chairman.  Well,  have  you  examined  the  books  of  the  con- 
em  to  know  whether  they  are  oankrupt  or  not? 
Mr.  Banzhaf.  We  are  working  on  the  books  of  the  New  York 
ffice  at  present.    The  work  has  not  been  finished. 
The  Chairman.  How  do  you  know  whether  they  are  bankrupt  or 
lot?  ' 

Mr.  Banzhaf.  I  am  only  taking  the  information  I  have  received 
rom  the  department  down  there. 

The  Chairman.  Well,  as  a  matter  of  fact,  you  don't  know  any- 
bing  about  it,  do  you?  You  have  not)  examined  the  concern's 
ooks?  You  are  taking  what  somebody  told  you  in  the  Shipping 
bard  ? 

Mr.  Banzhaf.  The  reason  I  am  taking  that  is  because  there  is 
hat  I  consider  more  important  work  to  be  done.  There  are  a  con- 
derable  number  of  concerns  which  are  still  considered  crood.  Mv 
lea  of  this  thing  is  to  cover  those  concerns  thoroughly  first.  Those 
ooks  are  not  in  shape  to  give  an  up-to-date  account  with  the  com- 
anies,  and  I  have  sent  men  to  Washington 

The  Chairman.  Mr.  Banzhaf,  when  you  get  through  your  ex- 
mination  you  may  find  that  the  concerns  are  all  right  and  that 
hey  are  simply  slow  in  payment? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  And  thev  mav  not  be  bankrupt? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Have  you  got  any  evidence  to  show  that  any  con- 
■ern  having  a  ship  with  a  charter-hire  arrangement  with  tlic  Ship- 
ping Board  is  actually  bankrupt?  Have  you  got  any  evidence  to 
hat  effect;  any  facts  to  disclose  which  would  show  that? 

Mr.  Banzhaf.  I  have  none  with  me :  no,  sir. 

The  Chairman.  Well,  are  there  any  in  existence  anywhere  in  the 
^hipping  Board  files? 

Mr.  Banzhaf.  As  I  have  stated  before,  I  have  gone  ahead  with 
liese  other  matters.  I  have  taken  this  informaticm  for  what  it  was 
^orth,  and  I  have  gone  ahead  on  the  accounts  which  are  considered 
Ood  because  I  believed  they  were  most  important :  but  even  while 
^^  have  l>een  examining  these  books,  or  these  accounts,  I  have  been 
^Id  that  a  number  of  concerns  have  gone  bad. 

The  Chairman.  Yes,  sir. 

Mr.  Banzhaf.  Now,  I  wanted  to  save  the  accounts  which  we  con- 
idered  good  and  get  those  estnblished,  and  then  the  accountvS  which 
*e  were  informed  were  either  bad  or  in  the  hands  of  equity  receiv- 
rs  could  be  taken  up  later,  and  whatever  was  necessary 

The  Chairman.  How  much  is  involved;  do  you  know? 

Mr.  Banzhaf.  The  total  amount? 

The  Chairman.  Yes,  sir. 
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Mr.  Banziiaf.  At  October  31  there  were  charges  of  $13,0()(J,(NXj( 
the  hooks  and  $3,()()(),(XK)  credit,  as  I  remember. 

The  ('iiAiKMAN.  $3,0()(),(XX)  ? 

Mr.  Banzhaf.  Approximately  that. 

The  Chairman.  To  be  deducted  from  that? 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  Do  you  know  how  much  has  been  collected? 

Mr.  Banzhaf.  Since' October  31, 1  could  not  say. 

The  Chairman.  No:  all  together. 

Mr.  Banzhaf.  No;  I  have  no  such  figures  available  at  the  pTtsak 
time. 

The  Chairman.  There  was  $13,(XX),000  due  the  Shipping  Board! 

Mr.  Banzhaf.  Yes,  sir. 

The  Chairman.  And  $3,000,000  to  l>e  allowed  as  credit  againA 
that  sum? 

Mr.  Banzhaf.  Aj)proximately;  yes,  sir. 

Mr.  Kklley.  Just  what  do  you  mean  by  charter  hire  payments, 
Mr.  Banzhaf? 

Mr.  Banzhaf.  The  standard  form  of  charter  hire,  the  only  one  I 
have  been  al)le  to  secure  a  copy  of,  provides  that  the  charter  hire 
shall  he  paid  in  advance  on  the  boat  each  month.  Five  dollars  per 
(lead- weight  ton  is  cme  form  1  have  seen. 

Mr.  Kkllky.  And  do  vou  mean  that  there  is  an  arrearage  on  con- 
tracts of  that  kind  of  about  $10,000,000? 

Mr.  Banzhaf.  Yes,  sir.  . 

Mr.  Kelley.  As  ()f  the  31st  of  Octol)er,  1920? 

Mr.  Ban/.haf.  Yes,  sir. 

Mr.  Kelley.  How  far  in  arrears  would  these  acc^ounts  be? 

Mr.  Banzhaf.  That  is  one  of  the  matters  that  I  have  been  trving 
to  adjust.  Another  thin^  that  has  been  the  trouble  is  that  the  WVsh- 
in^(m  office  does  the  l)illin<i:  and  submits  memoranda  to  the  New  York 
office  to  char<i^e  the  diff'erent  charterers,  and  also  "off  hire"  certifi- 
cates, delivery  certificates,  and  so  on.  That  has  l)een  a  bad  side  of 
it,  because  all  the  charter  parties  have  not  been  found  in  the  Xew 
York  office.  It  was  necessary  to  completely  analyze  the  charter 
led<jfer  and  send  the  accounts  to  Washington.  The  charters,  or  copies 
of  the  charters,  should  have  been  in  the  New  York  oflSce.  I  would 
like  to  state  that  as  a  matter  of  fact  if  complete  adjustments  were 
made  for  all  charter  hire  which  is  due  that  amount  might  be  con- 
siderably increased,  but  until  these  men  have  finished  their  work  I 
could  not  state  definitely  just  how  much. 

Mr.  Kelley.  Before  these  accounts  would  be  turned  over  to  you 
they  would  be  in  arreas  for  some  little  period  of  time? 
Mr.  Banzhaf.  Yes,  sir. 
Mr,  Kelley.  For  how  long  a  time? 

Mr.  Banzhaf.  I  think  that  those  men  wiU  take  at  least  four 
weeks  to  clean  up  the  accounts. 

Mr.  Kelley.  No :  I  do  not  mean  that.  I  mean,  how  far  in  arrears 
are  these  payments? 

Mr.  Banzhaf.  Well,  I  have  looked  over  the  accounts,  and  I  coulu 
not  give  any  average,  l)ut  some  of  them  are  months  behind,  ap* 
parently. 

Mr.  ICelley.  How  many  months? 
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Rfr.  Banzhap.  Oh,  I  think  perhaps  three  or  four  months;  more 
netimes.  You  see,  they  have  changed  the  basis.  I  am  told,  in 
ashington,  I  received  the  information  that  some  of  these  com- 
nies  which  were  taking  boats  on  charter  hire  had  liad  their  con- 
icts  changed  to  another  form  of  agreement,  purchase  agreements, 
could  not  account  for  that,  because  I  can  not  undei'stand  why  it  is, 
the  company  is  not  able  to  pay  charter  hire,  it  is  to  be  credited  so 
ach  money  against  the  purchase  price.  As  a  result  of  this,  in  a 
imber  of  accounts  I  find  that  charter  hire  running  for  several 
onths  has  been  canceled,  and  that  the  account  shows  a  credit  bai- 
lee. I  think  I  noticed  some  such  thing  in  the  Fox  accounts. 
Mr.  Kellet.  Wellj  have  you  in  mind  certain  corporations  that 
:« in  a  failing  condition,  and  which  have  been  in  arrears  for  some 
onths? 

Mr.  Banzhaf.  Well,  the  French-American  Line  has  been  in  ar- 
iars. 

Mr.  Kelley.  How  much  do  they  o\^e  the  Government? 
Mr.  Banzhaf.  I  could  not  state  that,  because,  as  I  say,  the  books 
ive  not  been  adjusted.  You  see,  they  are  in  very  bad  condition; 
will  be  necessary  to  find  out,  in  the  first  place,  all  the  charges 
lich  should  be  placed  upon  the  books.  All  the  charges  have  not 
en  placed  upon  the  booKs,  apparently.  Charges  are  slow  coming 
rough  from  Washington. 
Mr.  Kelley.  Well,  then,  this  matter  is  reallv  in  process  of  audit- 

?• 

Mr.  Banzhaf.  Yes,  sir. 

Mr.  Kelley.  And  you  do  not  really  know  much  about  how  it  will 

m  out  ? 

Mr.  Banzhaf.  No,  sir. 

Mr.  Kelley.  This  $10,000,000  in  aiTears  is  out  of  a  total  of  how 

uch  charter  hire  ? 

Mr.  Banzhaf.  Well,  that  is  another  thing  that  would  have  to  be 

ttermined  from  the 

Mr.  Kelley.  Well,  is  it  a  small  amount  or  a  large  percentage,  or 
>n't  you  know  ? 

Mr.  Banzhaf.  It  would  not  be  possible  to  state. 
Mr.  Kelley.  Of  course,  every  business  man  would  be  expected  to 
ve  some  bad  accounts,  I  supose  ? 
Mr.  Banzhaf.  Yes,  sir. 

Mr.  Kelley.  Do  you  think  this  is  proportionately  large,  or  don't 
u  know  anything  about  it? 

Mr.  Banzhaf.  If  you  care  for  an  estimate,  the  man  that  examined 
is  work  said — he  just  gave  an  estimate — he  thought  that  perhaps 
per  cent  was  collectible. 

Mr.  Kelley.  Twenty  per  cent  of  this  $10,000,000  ? 
Mr.  Banzhaf.  Yes,  sir.    The  fact  that  these  people  are  in  equity 
ceivership  or  bankrupts,  according  to  the  information  we  received, 
diactes  that. 

Mr.  Kelley.  Have  you  any  information  to  show  that  anybody 
IS  negligent  in  the  collection  of  these  accounts  ? 
Mr.  Banzhaf.  I  think  the  big  fault,  perhaps,  or  one  of  the  big 
ults,  might  be  the  method  of  billing  from  Washington.    That  is 
le  of  the  reasons,  I  think. 
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Mr.  Kelley.  Well,  whose  fault  is  it  that  this  $10,000,000  has  not 
been  colletced  or  the  ships  taken  back? 

Mr.  Banziiaf.  I  think  one  of  the  faults  has  been  the  extension 
credit,  when  it  was  not  justified;  and  that  would  be  due  to  theUdti 
of  a  proper  credit  system,  up-to-date  information  on  credits,  such 
a  first-chiss  mercantile  concern  always  has. 

Mr.  Kelley.  Were  these  concerns  proper  concerns  to  enter  into 
these  contracts  with,  in  the  first  instance?  Do  you  mean  that  thdr 
credit  was  not  such  that  they  should  have  had  a  contract  at  all? 

Mr.  Banzhaf.  That  would  depend  upon  their  capital  at  the  stait 
I  have  had  no  opportunity  of  examining  any  of  those  concerns,  and 
unless  an  examination  could  be  made  of  their  books,  to  show  their 
true  condition  when  they  started  this  charter-hire  arrangement  with 
the  (lovernment,  I  could  not  give  you  any  very  close  opinion.  The 
only  thing  that  you  can  say,  or  the  only  way  you  have  of  judging,  is 
that  they  have  not  paid  the  charter  hire  as  the  charter  party  provides, 
in  advance. 

Mr.  Kelley.  Well,  there  might  be  some  reasonable  excuse  for  not 
doing  that,  and  some  reasonable  excuse  for  giving  them  a  litle  time 
to  pay  it,  might  there  not  ? 

Mr.  Banzhaf.  Yes,  sir ;  but  the  trouble  is 

Mr.  Kelley.  You  do  not  know  whether  the  excuses  were  reason- 
able or  not? 

Mr.  Banzhaf.  No,  sir. 

TESTIMONY  OF  ME.  EICHAED  W.  BOLUNG. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  reside,  Mr.  Boiling? 

Mr.  lioLLiNG.  282()  California  Street,  Washington,  D.  C. 

The  (^JiAiRMAN.  Is  that  a  copy  of  a  telegram  you  sent  to  me  some 
davs  ago  I  handing  witness  paperl'f 

Nir.  BoLLiNG.  It  is,  sir. 

The  Chairman.  I  will  read  this  for  the  record,  before  we  begin 
with  vour  examination: 

\Vashin(jti)n.  D.  C,  Novetn^er  21, 1920. 
Hon.  .Tos.  .7.  Walsh. 

ChairiHan   Walsh  Connnittrc,  Federal  Building,  New  York: 

A  witness  appcariiifr  before  your  c(mniiittee  at  New  York  on  Saturday  gtat^ 
that  I  liad  a  liiinnclal  interest  with  him  and  others  iu  a  shipping  contn*^^ 
procured  through  my  inlluenco  or  intervention  with  the  United  States  Shlppi-*' 
iioarci.  Every  part  of  Mr.  San<ls  statement  is  unqualifiedly  false  and  witho* 
the  slijrlitest  foundation  in  fact.  My  every  transaction  with  Mr.  Sands  b€f<:»' 
his  iudictnjent  and  while  he  was  vice  pri»sident  of  the  Commercial  Natio*^ 
Baidv,  whose  affairs  he  lias  been  charpred  with  unlawfully  manipulating,  \*^ 
open  and  lionoral)le  in  every  way  and  in  no  way  connected  with  any  bran^  ' 
of  tlie  (Jovernnient  of  tlie  United  States. 

Tlie  statements  made  by  Mr.  SaniLs  before  your  committee  are  the  attemJP^ 
of  an  embittered  man  to  destroy  my  reputation  and  standing  in  the  c(»_ 
nnmity  !»e(ause  I  refuse<l  to  use  my  i>i»rsonal  rt^latlonshlp  with  the  Presid^ 
of  the  United  States  t<»  save  him  from  an  indictment.  My  every  transact:^ 
witii  Mr.  Sands  was  lionorai)i(^  and  lefuitimate  In  every  way  and  only  a  r^ 
honest  man  would  seel<  to  twist  and  distort  its  purpose. 

In  justice  to  myself  I   therefore  most  re.speotfully  ask  your  committee 
malve  full  and  tlioroujrli  inquiry  into  these  cliarges  and  to  give  me  the  earl^ 
opi)ortunity  to  make  full  and  complete  answer  to  these  base  and  malici^ 
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Is  that  a  copy  of  a  registered  letter  you  mailed  me  recently,  Mr. 
>lling  [handing  witness  letter]  i 
Mr.  Polling.  Yes,  sir. 

The  Chairman.  I  take  it,  from  glancing  through  the  letter,  Mr. 

>lling,  that  this  contains  a  summary  of  certain  transactions  you 

rVe  had  with  Mr.  Sands. 

Mr.  BoLLiNG.  Mv  transactions  with  Mr.  Sands;  yes,  sir. 

The  Chairman.  'I'hen  we  will  proceed  with  your  testimony. 

Mr.  BoLLiNG.  Yes,  sir. 
^  The  Chairman.  And  if  you  need  the  letter  to  refresh  your  recol- 

Btion  you  may  refer  to  it. 

Mr.  fiouLiNO^  Well,  I  have  practically  the  same  thing  here.    Now, 

I  may,  sir- 


The  Chairman.  Are  you  an  official  of  the  Shipping  Board,  sir? 
•  Mr.  BoLUNG.  I  am,  sir. 

The  Chairman.  What  position  do  you  hold? 

Mr.  BoLLiNG.  Treasurer. 

The  Chairman.  How  long  have  you  been  treasurer? 

Mr.  BoixiNO.  Since  May  1,  1920. 

The  Chairman.  And  were  you  employed  by  the  Shipping  Board 
prior  to  that  time? 

Mr.  BoLLiNG.  I  was,  sir. 

The  Chairman.  In  what  capacity  ? 

Mr.  BoLLiNO.  As  assistant  treasurer,  division  of  o])orations. 

The  Chairman.  How  long  had  you  been  in  that  position? 

Mr.  BoLLiNG.  Since  August  23, 1917. 

The  Chairman.  Were  you  with  the  board  prior  to  that  time? 

Mr.  BoixiNG.  No,  sir. 

The  Chairman.  What  had  l)een  your  business  prior  to  becoming 

connected  with  the  Shipping  Board? 

Mr.  BoLLiNG.  I  had  been  m  the  real  estate  business  in  Washington^ 
and  for  a  short  while  I  had  worked  in  the  bank  exammer's  office  m 
.     Kew  York. 

I        The  Chairman.  Were  you  engaged  in  any  other  busmess  prior  to 
that? 

Mr.  BoLLiNG.  Well,  away  back,  10  years  before  that,  I  had  been  in 
Bridgeport,  Conn.,  with  the  American  Graphophone  Co.,  sir. 
The  Chairman.  Were  you  ever  in  the  building  business? 
Mr.  BoLUNG.  Yes,  sir. 
h        The  Chairman.  When  was  that? 

[         Mr.  BoLLiNO.  That  was  from  about  1914  to  the  beginning  of  191T- 
^e  Chairman.  Do  you  know  Mr.  Tucker  K.  Sands? 
w.  BoLUNG.  I  do,  sir. 

^e  CHAraMAN.  How  long  have  you  known  hun? 
^'  BoLLTNO.  Since  about  1913.  "  .  -xu 

,  .  ^e   Chairman.  Have  you  had  any   business  transactions  with 
himi 

Th    ^^^^^^^'  I  have,  sir. 

\r     -^^[AiRMAN.  What  were  they  ?  ,        .      ,     ,  i.  i.     • 

nei  t   -^iJJNG.  Well,  I  built  him  a  house ;  that  is  the  largest  busi- 
7^  '"^jUHiction  that  I  had  with  him,  sir. 


jjj.®  -^^AiRMAN.  When  was  that  ? 
-*^*Ollino.  The  contract  was  ] 


let  in  the  spring  of  1916. 
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The  Chairman.  Just  what  was  the  arrancrement  about  that,  ili; 
Bollinrr? 

Mr.  BoLLiNG.  Well,  I  was  in  business  with  an  associate,  Mr.  TTi 
liam  Todd,  of  Washin<rton,  and  we  heard  that  Mr.  and  Mrs.  San< 
were  contemplatin^r  buildinfr  a  house,  and  we  approached  them  wit! 
the  idea  of  securin*r  the  contract,  and  they  said  that  they  would  buitfi 
it  if  thev  could  build  it  within  the  sum  that  thev  had  set,  and  afdrj 
iie<rotiation3  thev  let  a  contract  to  us  to  build  a  house,  I  think,  at  the. 
price  of  $12,200.*^ 

The  Chairman.  Were  you  actually  building  the  house  yourselt 
hiring  the  carpenters  and  the  masons  and  the  bricklayers  and  all  that! 

Mr.  BoLLiNG.  Yes,  sir;  Mr.  Todd  and  I  jointly. 

The  Chairman.  You  and  Mr.  Todd? 

Mr.  Rolling.  Yes,  sir.  My  agreement  with  Mr.  Todd,  my  under- 
standin<jf  with  him,  was  that  I  should  attend  to  the  financin<r,  and 
he  l)ein<r  the  more  practical  man,  should  attend  to  the  details  of  the 
<!onstruction. 

The  Chairman.  Did  you  enter  into  a  written  contract  with  Mr. 
Sands? 

Mr.  Rolling.  I  am  sure  we  did,  sir.  I  have  not  that  contract  with 
me,  but  I  can  get  it. 

The  Chairman.  Are  you  and  Mr.  Todd  still  in  busine^ss? 

Mr.  Rolling.  No,  sir. 

The  Chairman.  How  long  w^ere  you  in  business? 

Mr.  Rolling.  Why.  I  should  say  about  two  years,  sir. 

ft,  ft  7 

The  Chairman.  When  w^as  this  house  completed? 

Mr.  Rolling.  Ret  ween  October  1  and  »30,  1916.  It  was  supposed 
to  have  been  delivered  October  1,  but  I  think  we  were  a  little  late 
on  it. 

The  Chairman.  AVhere  is  this  house  located? 

Mr.  Rolling.  21^19,  I  think,  is  the  number,  Tracy  Place,  Wash- 
ington. 

The  Chairman.  Was  that  house  occupied  bj^  Mr.  Sands? 

Mr.  Rolling.  Yes,  sir. 

The  Chairman.  And  did  the  contract  specify  how  it  should  be 
paid  for? 

Mr.  Rolling.  Well,  he  should  pay  as  it  went  along,  sir.  I  do  not 
know  that  any  special  amounts  were  mentioned,  but  that  he  was  to 
always  give  us  enough  to  finance  the  constniction,  attend  to  pay 
rolls,  and  so  on.  Of  course,  a  great  deal  of  the  material  was  billed, 
and  we  had  80  to  60  days  to  pay  it. 

The  Chairman.  Well,  did  he  pay  for  the  house? 

Mr.  Rolling.  Yes,  sir. 

The  Chairman.  And  was  that  house  in  the  vicinity  of  where  yon 
resided  ? 

Mr.  Rolling.  Next  door,  sir. 

The  Chairman.  How  long  did  Mr.  Sands  live  there? 

Mr.  Rolling.  From  about  1916,  October — I  would  say,  sir,  until 
1918;  I  can  not  give  you  the  dates,  sir.    That  could  be  established. 

The  Chairman.  How  much  did  he  pay  you  for  that  house? 

Mr.  Rolling.  He  paid  us  the  contract  amount. 

The  Chairman.  What  was  that? 

Mr.  Rolling.  $12,200;  but  \yl\eiv  we  came  to  settle— during  the 
course  of  construction  Mr.  aivd  Mrs.  ^tixAs^  ^^\?ia.^  ^x%,  ^mds^ 
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i  changed  a  great  many  things  about  the  house  that  of  course  were 
:  inchided  in  the  plans  or  the  specifications,  and  Mr.  Sands  under- 
fed that  there  would  be  an  extra  charge  for  those.  But  at  the 
ae  that  we  came  to  settle  both  Mr.  and  Mrs.  Sands  took  exception 
the  amount  of  those  charges,  and  after  a  good  deal  of  talk  back 
id  forth,  in  which  they  showed  great  dissatisfaction,  we  at  first  re- 
iced  it — I  think  the  amount  exactly  was  $1,511  for  the  changes  that 
tey  had  made,  and  Mr.  Todd  and  I  voluntarily  reduced  it  to  $1,200 
try  to  get  an  amicable  settlement;  and  still  it  was  not  satisfactory 
id  there  was  a  great  deal  of  feeling  shown  about  the  size  of  these 
:tras,  or  the  cost  of  them.  So  in  order  not  to  have  any  disagreeable 
elings  with  people  that  were  going  to  live  next  door  to  me,  I  vol- 
itarily  waived  my  share  of  those  extras. 
The  Chairman.  What  was  your  share? 
Mr.  BoLLiNG.  About  $600. 

The  Chairman.  And  did  they  pay  the  other  $600  ? 
Mr.  BoLLiNG.  They  paid  the  rest.  Well,  Mr.  Sands  gave  me  his 
te  for  the  rest,  that  is,  he  owed  about  $6,000  in  all  to  settle  the 
lole  thing,  that  including  the  $600  that  w^as  to  go  to  Mr.  Todd,  and 
gave  me  his  note  covering  that,  and  on  those  terms  the  settlement 
is  made/  I  took  his  note  and  discounted  it,  with  my  indoi^sement. 
The  Chairman.  There  was  $5,400  due  on  the  house,  and  $600  due 
the  extras  which  he  paid  ? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  he  gave  you  a  note  for  that  sum  ? 
Mr.  BoLLiNG.  A  note  for  $6,000 ;  yes,  sir. 
The  Chairman.  For  $6,000,  whicn  you  discounted  ? 
Mr.  BoLLiNG.  Yes,  sir.    Now  right  there,  sir,  I  would  like  to  say 
at  prior  to  that,  in  order  to  carry  this  w^ork  along,  Mr.  Sands 
d  previous  to  that  time  given  me  a  note.    I  have  not  a  record  of  it, 
t  as  I  remember  it  it  amounted  to  $5,000  or  $5,500,  or  something 
that  kind,  and  this  $6,000  took  up  the  old  note,  you  understand, 
i  paid  any  little  balance  that  was  due  on  the  contract  price,  and 
o  covered  'Mr.  Todd's  fee  of  $600. 

The  Chairman.  This  former  note,  on  which  there  was  a  small  bal- 
?e  due,  was  that  given  also  in  connection  with  the  house  ? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Did  he  pay  you  by  nobps  as  the  work  went  along? 
Mr.  BoLLiNG.  No,  ftr;  he  paid  me  some  in  cash,  and  then  told  me  it 
uld  be  an  accommodation  to  him  if  I  w^ould  take  his  note,  and  that 
would  have  it  discounted  in  his  bank ;  which  I  did. 
The  Chairman.  What  was  Mr.  Sands's  business  at  this  time,  if  you 
ow? 

Mr.  Boi.LiNG.  He  was  vice  president  and  cashier  of  the  Commercial 
tional  Bank,  Washington. 

The  Chairman.  Had  you  known  him  for  some  time? 
^Ir.  BoLLiNG.  I  had  known  Mr.  Sands,  I  think,  since  1913.    I  had 
le  all  my  banking  with  the  institution  with  which  he  was  con- 
ted  since  about  1914. 

^'he  Chairman.  That  was  the  Commercial  National  Bank? 
Ir.  BoLLiNG.  Washington,  D.  C. ;  yes,  sir. 

'he  Chairman.  Well,  now%  did  Mr.  Sands  pay  that  note,  or  rather,, 
;  that  note  taken  care  of? 
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their  books,  and  I  do  not  know  now  where  they  are.    But  I  am  goi 
to  try  to  get  hold  of  those  for  you. 

The  Chairman.  When  you  got  out,  was  the  money  which  y 
put  in  refunded  to  you? 

Mr.  Bulling.  No,  sir;  I  lost  everything  I  put  into  it. 

The  Chairman.  Oh,  you  lost  it? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  transaction  which  occum 
before  3^011  retired  from  that  firm,  which  the  firm  had  agreed  wit 
Mr.  W.  K.  Sands,  which  may  have  resulted  in  a  liabilitv  on  the  pai 
of  the  firm  to  Mr.  Sands  of  $12,000? 

Mr.  Bulling.  No,  sir.  I  will  tell  you  what  I  have  heard,  but  it 
hearsay  on  my  part. 

The  Chairman.  Was  this  while  you  were  a  member  of  the  firt 
I  mean  ? 

Mr.  Bulling.  No,  sir;  I  do  not  know  of  anything  while  I  was 
member  of  the  firm. 

The  Chairman.  Did  you  establish  offices  in  Washington? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  W^here  were  they? 

Mr.  Bulling.  On  New  York  Avenue — I  have  forgotten  tlienui 
ber;  between  Fourteenth  and  Fifteenth  Streets. 

The  Chairman.  And  did  you  actively  participate  in  the  aflfairs 
the  concern? 

Mr.  Bulling.  Not  very  actively;  no,  sir 

The  Chairman.  Who  did? 

Mr.  Bulling  (continuing).  Because  I  was  ill  about  a  month,  ai 
I  was  unly  in  the  firm  from,  I  should  say,  around  Noveml)er— 
course,  I  was  going  into  the  firm;  it  was  in  process  of  making,  b 
I  (lid  not  go  into  the  office  until  around  the  1st  of  November,  and 
was  out,  I  think,  in  January;  and  during  that  time  I  was  ill  for 
long  time. 

The  Chairman.  What  was  the  occasion  of  vour  retiring  from  t 
firm  ? 

Mr.  Bulling.  The  reason  I  retired  from  the  firm — there  was 
great  deal  of  notoriety  given  to  a  note  that  the  President  had  se 
and  if  you  probably  remember  my  name  was  mixed  up  in  it,  am 
thought  it  better  to  get  out  of  the  brokerage  business  rather  than 
criticized  in  any  way.  shape,  or  form.  That  was  all  heard  l)ef( 
the  Committee  of  the  House,  and  I  was  exonerated. 

The  Chairman.  That  was  sometimes  referrerd  to  as  the  "  Laws 
leak  investigation  "? 

Mr.  Bulling.  That  is  it;  ves,  sir.    . 

The  Chairman.  And  you  retired  from  the  firm  in  February? 

Mr.  BoLLiN(j.  Around  the  latter  part  of  February,  as  I  rememl 
it :  T  can  establish  that,  too,  for  you. 

The  Chairman^  1917? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  And  you  charcred  off  all  you  put  into  it? 

Mr.  Bulling.  I  simply  lost  all  I  had  put  into  it.  There  was 
way  of  getting  it. 

The  Chairman.  Had  the  firm  made  any  money? 

Mr.  Bulling.  No,  sir;  they  lost  heavily. 
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he  Chairman.  How  long  after  you  retired  did  the  firm  continue 

>\isiness  ?  • 

tr.  Rolling.  I  should  say  until  May  or  June ;  I  think  May,  sir. 

fhe  Chairman.  Are  the  former  members  of  the  firm  in  Washing- 

inow? 

Mr.  BoLLiNG.  I  think  one  of  them  is  in  Washington,  and  I  do  not 
low  where  the  other  one  is — ^I  think  in  New  York. 
The  Chairman.  Which  one  is  in  Washin|(fc)n? 
Mr.  BoLLiNG.  Mr.  Bobertson. 

The  Chairman.  Do  you  know  what  he  is  doing  now  ? 

Mr.  BoLLiNG.  He  is  in  the  automobile  business,  sir. 

The  Chairman.  Do  you  know  Mr.  Beckerly  ? 

Mr.  BoLLiNG.  Yes,  sir ;  I  do. 

The  Chairman.  Was  he  connected  with  that  firm  in  any  caapcity 
«rhile  you  were  there  ? 

Mr.  Rolling.  Not  in  any  way,  sir. 

The  Chairman.  This  $10,000  was  paid  to  Mr.  Sands  by  this  bro- 
:erape  firm  before  you  withdrew  in  February  or  March,  1917? 

Mr.  BoLLiNG.  That  was  the  agreement  that  it  should  be  paid,  sir ; 

do  not  know  whether  it  was  paid  or  not. 

The  Chairman.  You  do  not  know? 

Mr.  BoLLiNG.  No,  sir ;  I  have  not  been  able  to  get  those  books,  and 

have  requested  Mr.  Robertson  in  Washington,  no  later  than  yes- 
jrday  morning,  to  please  give  me  that  information.  He  promised 
^  give  it  to  me,  but  I  could  not  get  it ;  never  came  to  my  office.  He 
romised  it ;  and  I  have  not  any  of  the  records  of  that  firm. 

The  Chairman.  How  was  it,  Mr.  Boiling,  that  when  you  withdrew 
^m  this  brokerage  firm  which  was  still  doing  buisness,  and  you  had 
"^into  it  $10,000— into  the  business 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman  (continuing).  You  had  secured  a  loan  of  $40,000; 
«^  joii  had  retired  without  taking  any  part  back  of  the  amount  you 
Vf ^^^  in,  or  taking  anything  out  of  it  whatever  ? 
Mr.  BoLLiNG.  Oh,  sir,  there  was  nothing  to  take  out  of  it.  If  you 
naember  the  note,  which  there  was  so  much  notoriety  about,  I 
ink,  Went  out  around  the  20th  day  of  December,  and  the  firm's 
J^Ks  showed  a  great  many  stocks  long,  and  the  margins  were  not 
'^^  and  a  great  manv  loj^ses  were  incurred  there ;  two,  that  I  know 
'  ^?%  that  the  firm'  probably  lost  $8,000  on  by  not  getting  the 
^^^^^  on  this  man's  account,  and  by  letting  the  stock  market  go 
^'^^nd  not  selling  it,  because  the  stock  market  dropped  so  abruptly 
^  th^y  ^r^pg  caught  with  these  stocks  long;  and  the  market  did 
J^^^e  back  for  a  long  time. 

^   Chairman.  You  did  not  take  any  note  or  anything  from  the 
r    *tiembers  of  the  firm  for  what  you  put  in  there? 
/*•    lioLLiNG.  No,  sir;  I  did  not. 

^^   Chairman.  You  just 

Y*    Bolling  (interposing).  I  simply  cut  loose  and  let  everything 
Was  disgusted  thoroughly.     There  was  not  anything  there  to 
''   ^ir;  I  could  not  have  taken  it:  these  men  had  nothing. 
-J^  Chairman.  Was  it  a  mutual  arrangement — your  retiring  from 

T-   BoLiJNO.  Xo,  sir;  I  informed  them  that  I  would  retire  im- 
^^tely  after  that  investigation,  or  probably  while  it  was  iu  course 
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of  being  i n vest igti ted ;  and  they  asked  me  to  remain  for  a  day  ortwe 
at  least.  I  threatened  to  put  it  in  the  ^mpers  that  aftemoon  that  I 
was  retiring  from  the  finn,  and  they  asked  me  to  remain  until  thej 
could  ^o  to  Xew  York  and  make  certain  arrangements  with  their 
New  \  ork  correspondents,  which  I  did.  I  waited  a  day  or  two.  and 
then  1  did  put  it  in  all  of  the  papers  as  an  advertisement,  that  I  had 
severed  my  connections  wuth  tne  firm  and  was  no  longer  resiwrbibk 
for  any  debts.  % 

The  Chairman.  Did  you  sign  checks  of  the  firm? 

Mr.  BuiJJNG.  No,  sir;  I  had  nothing  to  do  with  that. 

The  Chairman.  Who  did  ? 

Mr.  BoLiJNG.  Mr.  Connolly. 

The  Chairman.  Do  you  know  what  bank  you  carried  the  ac- 
counts in  ? 

Mr.  BoijJNG.  The  Commercial  National,  Washington. 

The  Chairman.  Mr.  Sands's  bank  at  that  time? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Did  vou  secure  a  seat  on  the  stock  exchange  for 
your  Rrnii 

Mr.  BoixiNG.  Yes,  sir. 

The  Chairman.  In  whose  name  was  that? 

Mr.  BoLLiNG.  F.  A.  Connolly. 

The  CiLiViRMAN.  You  are  sure,  Mr.  Boiling,  that  this  brokerage 
concern — by  the  way,  what  was  the  name  of  it? 

Mr.  Bulling.  F.  A.  Connolly  &  Co. 

The  Chairman  (continuing).  Did  receive  the  $40,000  through  the 
efforts  of  Mr.  Sands? 

•Mr.  BoLLiNG.  They  received  the  $40,000,  or  the  $30,000,  through 
the  efforts  of  Mr.  Sands.  I  have  forgotten  whether  the  $40,000  cov- 
ered his  commission  or  whether  that  should  be  paid  on  the  side.  1 
think  that  he  furnished  $40,000. 

The  Chairman.  But  vou  are  not  sure  whether  Mr.  Sands  got  his 
$10,000  or  not? 

Mr.  Bulling.  I  am  not,  sir:  whether  that  was  to  be  paid  out  of 
what  we  got  or  whether  it  was  to  be  paid  afterwards. 

The  Chairman.  After  you  retired  from  the  firm,  did  you  enter 
into  anv  business  i 

Mr.  l^oLLiNG.  Yes,  sir;  that  is  the  time  I  went  into  the  bank  exam- 
iner's office  here. 

The  Chairman.  In  New^  York? 

Mr.  BoLLiNG.  In  New  York. 

The  Chairman.  Under  whom? 

Mr.  BoLLiNG.  Under  W.  P.  Malburn. 

The  Chairman.  Formerly  Assistant  Secretary  of  the  Treasury? 

Mr.  BoLLiNG.  I  think  he  Avas,  sir;  but  he  was  afterwards  the  chie. 
bank  examiner  here  in  Xew  York. 

The  Chairman.  How  long  did  you  say  you  remained  there? 

Mr.  BoLLiNG.  I  went  with  them  somewhere  in  April  and  left  then 
about  the  iiOth  day  of  August,  1917. 

The  Chairman!  After  that,  during  that  period,  of  course,  you  wer 
here  in  New  York? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  Did  you  have  any  correspondence  or  communica 
tions  or  interviews  with  Mr.  Tucker  K.  S^nids  during  that  period 
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Mr.  BoLLiNG.  I  think  so,  sir.  I  have  the  original  checks  on  that; 
I  can  establish  that.  I  find,  here  that  I  got.  a  discount  in  the  bank 
of  $3,500,  May  11,  and  that  I  paid  Mr.  Sands  $3,600  on  May  11, 
1917.  Now,  I  find  tliat  I  paid  another  amount  of  $250.84.  Of  course, 
I  ima^rine,  tlie  interest  was  in  there,  and  that  was  on  the  same  date; 
and  another  one  of  $104.15. 

The  Chairman.  What  dates  w^ere  these? 

Mr.  BoLLiXG.  All  of  these  appear  under  date  of  May  11.  I  paid 
them  on  the  same  date.    That  would  make  a  total  of  $7,514.99. 

The  Chairman.  All  these  payments  were  made  to  Mr.  Sands  per- 
sonalh' '( 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  According  to  the  stubs  of  the  book? 

Mr.  BoixiNG.  According  to  the  stubs  of  the  book,  and  I  have  the 
checks  at  home.  I  did  not  bring  that,  sir,  because  this  was  wav  back 
in  1917. 

The  Chairman.  Were  those  checks  sent  to  Mr.  Sands  by  letter? 

Mr.  BoLi.iNo.  I  imagine  not.  Let  me  see — ^let  me  see  that  date; 
when  was  that  ? 

The  Chairman.  May  11. 

Mr.  BoLi.iNG.  I  imagine  not,  sir ;  I  imagine  that  I  gave  those  to 
Mr.  Sands  personally.    I  could  not  state  that,  sir. 

The  Chairman.  \  ou  w^ere  here  in  New  York  then? 

Mr.  BoLLiNG.  I  w^as  here  at  that  period,  but  I  made  several  trips 
back  to  Washington. 

The  Chairman.  Did  you  move  up  here  to  live? 

Mr.  BoLLiNG.  Oh,  no;  I  came  up  here  in  November,  and  I  iisedto 
go  back  almost  every  week. 

The  Chairman.  f)uring  that  period,  w^hen  you  had  borrowed  this 
money  apparently  from  Mr.  Sands  and  repaid  it,  and  made  a  mort- 
gage on  the  house  to  raise  $J^,600,  was  anything  said  between  you 
with  reference  to  this  balance  due  on  account  of  extras? 

Mr.  Boi.LiN(j.  Well,  sir,  this  w  as  all  in  regard  to  the  Connolly  Co. 
I  could  not  sav  whether  it  was  said  at  that  time,  but  it  was  men- 
tioned  several  times  between 

The  Chairman  (interposing).  No;  you  did  not  get  my  question. 

Mr.  BoLLiNG.  I  beg  pardon. 

The  Chairman.  You  borrowed  this  money  from  Mr.  Sands,  ap- 
parently, as  you  say  you  did  from  the  stubs  in  your  check  book,  in 
various  amounts,  totaling  some  $7,500;  and  when  you  came  to  repay 
the  amount  was  anything  said  at  any  time  about  repayment  concern- 
ing this  balance  due  of  $600  on  account  of  extras  on  the  house,  which 
you  say  he  previously  had  told  you  that  he  w^ould  pay? 

Mr.  BoLiJNG.  I  could  not  remember,  sir.  I  think  not,  because  it 
evidently  would  have  been  deducted. 

The  Chairman.  And  you  think  there  was  nothing  said  about  it? 

Mr.  lioLMNc;.  As  my  memory  serves  me,  nothing  would  be  said 
about  it:  nothing  was  said. 

The  Chairman.  In  any  event,  the  amount  due,  or  which  you  say 
he  acknowledged  to  be  due,  of  $600,  was  not  deducted  from  this 
transaction? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  At  that  time  did  Mr.  Sands  owe  you  something  on 

account  of  the  house? 
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Mr.  BoLLiNo.  Of  the  note  there — of  course,  the  note  was  really  pay- 
ttent,  so  far  as  I  was  concerned.     Did  you  mean  the  note? 

The  Chairman.  Yes,  sir ;  on  the  note. 

Mr.  BoLLiNG.  May  14,  1917,  he  owed  $5,000  apparently— $5,076 
lere,  but  I  think  that  is  interest — $5,000  even. 

The  Chairman.  Was  there  any  other  transaction  between  you  and 
fr.  Sands  while  vou  were  here  in  New  York? 

Mr.  BoLiJNG.  N^o,  sir;  I  Bm  sure  there  were  none  others. 

The  Chairman.  Did  Mr.  Sands  have  an  account  with  your  broker- 
i^e  firm  ? 

Mr.  BoLLiNG.  I  think  he  did,  sir. 
The  Chairman.  Do  you  know  how^  lar<re  an  account  that  was? 

Mr.  BoLLiNG.  Xo,  sir;  I  could  not  say.  I  know  he  had  one,  and 
think  his  wife  had  one;  probably  his  dau*rhter  had  one — his  step- 
iu«:hter. 

The  Chairman.  Do  you  know  whether  any  other  members  of  his 
imily  had  an  account  there? 

Mr.  BoLLiNG.  Xo,  sir;  I  think  not,  and  those  may  not  have  been 
1  their  names,  don't  you  know. 

The  Chairman.  You  left  the  bank  examiner's  office  here  in  August, 
917. 

Mr.  BoixiNG.  That  is  right,  sir. 

The  Chairman.  And  returned  to  Washington? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  did  you  engage  in  any  business  then  ? 

Mr.  BoLLiNG.  I  went  straight  from  here  to  the  Emergency  Fleet 
Corporation. 

The  Chairman.  Who  gave  you  your  appointment? 

Mr.  BoLLiNG.  Well,  Mr.  K.  B.  Stevens,  who  was  then  a  commis- 
oner,  was  the  gentleman  who  was  most  active  in — I  had  written  him 
-veral  letters  and  applied  for  the  position ;  I  had  been  trying  to  get 
le  position  for  two  or  three  months  before  I  <rot  it.  But  they  were 
I  a  period  of  formulation,  and  apparently  they  were  not  ready  to 
iiploy  people.     I  think  I  have  some  letters  from  Mr.  Stevens. 

The  Chairman.  This  was  in  August,  1917? 
Mr.  BoLLiNG.  That  is  right,  sir. 

The  Chairman.  And  you  had  applied  to  Mr.  Stevens  several  times 
>r  the  position  in  the  iShipping  Board  ? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Tw^o  or  three  months  previously? 
Mr.  BoixiNG.  Yes,  sir. 

The  Chairman.  But  you  were  unable  to  secure  a  position  until 
ugust  ? 

Mr.  BoLLiNG.  Yes,  sir;  that  is  right. 

The  Chairman.  What  w^as  your  appointment  when  you  finally 
cured  this  position? 

Mr.  BoLLiNG.  Assistant  treasurer,  division  of  operations,  United 
;ates  Shipping  Boanl. 

The  Chairman.  United  States  Shippin<r  Board? 
Mr.  BoLLiNG.  Yes,  sir ;  that  is  right.  United  States  Shipping  Board 
mergency  Fleet  Corporation — I  am  really  an  employee  of  the  Emer- 
ncy  Fleet;  I  should  not  say  Shipping  Board. 
The  Chairman.  What  was  your  salary? 
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Mr.  BoLLiNG.  $4,(XM). 

The  Chairmax.  Were  vou  bonded  ? 

ft/ 

Mr.  BoLLTNG.  Yes,  sir. 

The  Chairman.  How  large  a  bond  did  you  give? 

Mr.  IIoLiJNG.  I  think  at  that  time  $25,000. 

Tlie  Chairman.  Di^l  you  take  an  oath  of  office? 

Mr.  B01.LING.  Yes,  sir. 

The  Chairman.  And  who  was  the  treasurer  at  that  time? 

Mr.  BoixiNG.  Really  had  not  appointed  a  regular  treasurer.  Mr. 
Stevens  himself  was  acting  treasurer ;  he  was  also  a  commissioner. 

The  Chair^ian.  One  of  the  members  of  the  Shipping  Boanl  was 
acting  as  treasurer  for  the  Emergency  Fleet  Corporation? 

Mr.  Bolling.  Yes,  sir.;  but  he  was  not  active  in  it  at  all. 

The  Chairman.  Why  did  you  not  try  to  be  appointed  treasurer 
at  that  time? 

Mr.  Bolling.  Well,  I  would  have  liked  to  be. 

The  Chairman.  Did  you  not  know  there  was  no  treasurer? 

Mr.  BoLiJNG.  No :  I  did  not  know  there  was  no  treasurer  until  I 
got  there,  sir. 

The  Chairman.  What  did  your  duties  consist  of? 

Mr.  Ik^LLiNG.  Well,  sir,  for  two  or  three  months  T  worked  with 
Mr. — the  day  I  came  in,  I  will  explain:  Mr.  Stevens  had  me  come 
up  and  had  me  introduced  to  Mr.  ^V.  L.  Soleau,  who  was  tlie  dis- 
bursing officer  for  the  United  States  Shipping  Board,  and  turned  me 
over  to  Soleau,  told  me  to  go  in  and  get  Soleau:  and  from  thiit  day 
on  Mr.  Soleau  was  working  on  an  accounting  system  for  the  Emer- 
gency Fleet  Corporation,  and  I  really  had  )iothing  to  do  with  moneys 
until  around  November,  1917. 

Mr.  Soleau  had  put  the  Emergency  Fleet  Corporation  money  de 
rived  from  operation  of  vessels  in  a  separate  account  to  his  credit; 
had  just  held  them  there,  because  there  were  no  disbursements  being 
made  at  the  time  except  on  account  of  the  Shipping  Board.  And  in 
November,  1917,  Mr.  Soleau  and  several  men  came  over  to  New  York 
to  formulate  the  accounting  system  for  the  division  of  operations. 
At  that  time  about  $4,000,000,  as  I  remember  it.  was  turned  over  to 
me  as  the  assistant  treasurer,  division  of  operations,  and  we  began 
making  disbursements,  set  up  books,  and  started. 

The  Chairman.  So  you  and  Mr.  Soleau  set  up  the  original  ac- 
counting system  for  the  division  of  operations. 

Mr.  Bolling.  Well,  no;  T  would  not  say  that  T  did.  But  Mr. 
Soleau  and  some  accountants  that  he  had  with  him  did.  I  came  over 
several  times  with  them  and  helped  him  in  any  way  I  could,  but  I 
had  nothing  to  do  with  setting  them  up,  sir. 

The  C^HAiRMAN.  Did  you  have  anything  to  do  during  this  period 
with  awarding  or  negotiating  contracts? 

Mr.  Bolling.  No.  sir. 

The  Chairman.  With  builders  or  repair  men  or  operators? 

Mr.  Bolling.  Absolutely  nothing,  sir. 

The  Chairman.  While  you  were  there  in  this  capacity  were  you 
consulted  by  people  with  reference  to  construction  contracts— the 
furnishing  of  materials? 

Mr.  Bomjng.  No,  sir ;  never. 

The  Chairman.  And  securing  of  contracts? 
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Mr.  BoujNQ.  No,  sir ;  I  had  nothing  to  do  with  the  payments, 
and  I  do  not  think  I  knew  two  men  in  the  construction  division  at 
that  time. 

The  Chairman.  So  nobody  in  the  Fleet  Corporation  talked  to  yoii 
about  contracts,  repairs,  purchase  of  materials,  furnishing  of  mate- 
rial, awarding  of  contracts,  financing  of  contracts,  or  anything  else  ? 

Mr.  Bolij:ng.  Absolutely  not,  sir. 

The  Chairman.  Did  anybody  outside  confer  with  you? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Nobody  sought  to  secure  your  influence  in  any 
way  with  reference  to  the  awarding  or  negotiating  of  contracts  or 
the  furnishing  of  material,  or  the  financing  of  shipbuilding  con- 
cerns? 

Mr.  BoixiNG.  Not  at  all,  sir ;  none  at  all. 

The  Chairman.  Were  you  sought  by  outsiders,  so  to  speak — that 
is,  I  mean  people  who  were  not  included  within  the  organization  of 
tHe  Shipping  Board  or  the  Fleet  Corporation — were  you  besought 
by  them  to  assist  in  securing  appointments? 

Mr.  BoLiJNO.  Yes,  sir;  I  was  from  time  to  time. 

The  Chairman.  Did  Mr.  Tucker  K.  Sands  ever  ask  you  to  secure 
any  appointment  for  anybody,  or  to  indorse  anybody  for  appoint- 
ment? 

Mr.  BoLLiNG.  No,  sir ;  none  that  I  can  think  of,  sir — never. 

The  Chairman.  Now,  then,  up  to  this  point  was  Mr.  Sands  living 
next  door  to  you — up  to  November,  1.917? 

Mr.  BoLLiNG.  In  August — August  1,  I  think,  sir — I  rented  my 
house  for  a  period  of  one  year — well,  anyhow,  until  October  1, 1918 — 
to  some  people  in  Washington. 

The  Chairman.  Where  did  you  go  to  live  ? 

Mr.  Bolling.  I  then  went  to  the  Westmoreland  Apartment. 

The  Chairman.  Did  you  see  Mr.  Sands  frequentlv  during  this 
period  ? 

Mr.  Rolling.  Well,  whenever  I  would  go  into  the  bank  I  would 
see  him :  yes,  sir. 

The  Chairman.  Did  you  call  at  his  house  up  to  November — l)e- 
^^een — well,  from  that  time  forward. 

Mr.  BoLLiNa  I  may  have,  sir;  I  do  not  remember  whether  I  did 
or  not.  ^ 

The  Chairman.  If  you  did,  were  they  social  calls,  or  were  they  in 
connection  with  this? 

Mr.  Bolling.  Absolutely  social — not  in  connection  with  business. 
I  had  no  business  dealings  with  Mr.  Sands  that  I  can  remember  be- 
t'Ween — well,  from  that  tmie  forward. 

The  Chairman.  Up  to  November,  1917,  you  sav  you  were  not 
disked  with  reference  to  any  contract  between  the  Shipping  Board 
or  the  Fleet  Corporation  or  anybody  else  ? 

Mr.  Bolling.  No,  sir. 

The  Chairman.  You  were  not  consulted  with  reference  to  the 
dancing  of  any  shipbuilding  concern  ? 

Ifr.  Bolling.  No,  sir. 

The  Chairman.  But  you  were  at  this  time  treasurer,  were  you  not? 

Mr.  Bolling.  Of  the  Division  of  Operations,  which  had  nothing  in 
^he  world  to  do  with  construction,  being  entirely  separate. 
The  Chairman.  Had  nothing  to  do  with  construction  ol  ^Vvvp^^ 
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Mr.  BoLLiNG.  Had  nothing  to  do  with  the  construction  of  ships; 
had  nothing  to  do  with  the  letting  of  contracts.  Thej  were  entirely 
engaged  in  the  operations  of  vessels,  and  they  had  their  hands  full. 

The  Chairman.  AVere  you  consulted  by  people  inside  of  the  Ship- 
ping Board — within  the  organization  of  the  Shipping  Board  or  the 
Fleet  Corporation — with  reference  to  the  operation  of  ships —  the 
financing  of  operations? 

Mr.  BoLLixG.  Operations — in  just  w^hat  respect,  sir?  The  people 
inside?     Of  course,  we  talked  over  things;  yes;  many  times,  sir. 

The  Chairman.  Were  vou  consulted  with  reference  to  the  accounts 
of  operators  or  the  amounts  due  or  chief  terms  of  the  agreement? 

Air.  Bulling.  No,  sir;  those  things  did  hot  come  up  at  that  time. 
The  chief  thing  that  we  were  all  working  for  at  the  time  was  to  set 
up  some  records,  because  the  Shipping  Board  had  been  going  on  then 
for,  I  think,  almost  six  months;  vessels  were  being  operated  and 
voyage  accounts  were  not  coming  in,  and  it  looked  like  then  it  ^as 
a  gigantic  task  to  go  back  and  set  up  all  these  records  and  find  out 
where  this  money  that  they  had  really  came  from — ^the  $4,000,000 
that  Avas  turned  over  to  me — and  that  was  the  principal  thing  I  was 
working  on. 

The  Chairman.  Were  you  besought  by  people  outside  of  the  or- 
ganization of  the  Shipping  Board  and  the  Emergency  Fleet  Corpora- 
tion with  reference  to  securing  ships  for  operation? 

Mr.  BoLLiNG.  During  that  period  I  doubt  if  I  was;  I  have  been, 
often. 

The  Chairman.  You  stated  you  were  anxious  to  secure  a  position 
with  the  Fleet  Corporation  ? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  Why  were  you  anxious? 

Mr.  BoLLiNG.  Because  I  wanted  a  job,  sir;  I  needed  the  money. 

The  Chairman.  What  was  the  reason  you  picked  out  the  Fleet 
Corporation  ? 

Air.  BoLLiNG.  Xone  whatever,  sir.  I  would  have  just  as  soon  been 
in  the  War  Department  or  any  of  them;  it  was  just  simply  a  ques- 
tion of  making  a  livelihood. 

The  Chairman.  But  had  you  applied  to  any  other  branch  of  the 
Government  for  a  position? 

Mr.  B()LLiN(j.  No,  sir;  I  had  not.  I  was  already  in  the  Govern- 
ment, in  the  office  of  tjie  bank  examiner. 

The  Chairman.  What  was  your  salary  there? 

Mr.  B(jLLiNG.  About — T  think  when  I  left  there  about  $2,600,  sir. 

The  Chairman.  I  think  vou  have  stated  you  are  married. 

Mr.  BoLLiNG.  Yes.  sir. 

The  Chairman,  llave  you  any  children? 

Mr.  Bulling.  Four. 

The  Chairman.  How  old  are  you,  Mr.  Boiling? 

Mr.  BoLLiNG.  Forty-one. 

The  Chairman.  After  November  7,  1917,  you  continued  as  assist- 
ant treasurer  of  the  division  of  operations? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Did  you  have  any  financial  transactions  with  Mr. 
Tucker  K.  Sands  after  that  up  to  February  1,  1918? 

Mr,  BoLLiNo.  February  1,  1918 — on  February  1,  1918,  was  when 
this  question  of  the  bending  roWs  cam^  \xp^^vc. 
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Mr.  BoLiJNG.  Yes,  sir. 

The  Chairman.  Now,  the  1st  of  February,  1918,  how  much? 

Mr.  Boi.LiNG.  According  to  the  bank's  affidavit,  $4,000,  on  Fel 
ruary  11 ;  May  4,  $3,500;  Aupist  12,  $34^00. 

The  Chairman.  No;  February,  now,  when  vou  sav  Cninor  car 
to  see  you. 

Mr.  BoLLix<j.  February  11,  $4,000,  is  the  nearest  date  to  that. 

The  Chairman  (reading)  : 

At  that  time  Mr.  Sands  introduced  Mr.  Cranor  to  uie.  asking  that  he 
certain  plece.s  of  machinery,  bendinj;  rolls  they  were,  which  the  Flw't  (' 
poration  were  to  furnish  to  the  Downey  Shiphuildlu^  Co,  in  connection  w 
the  c*onstruction  of  vessels,  and  which,  while  promised  to  them,  were  ?oing 
be  shippe<l  to  .some  other  shiphuihling  concern.  He  aske<l  me  to  see  if  I  a» 
helj)  him  have  these  bending  rolls  shipi)el  to  Downey. 

Did  Mr.  Sands  ask  you  that? 

Mr.  BoLLiNG.  Xo,  sir ;  Mr.  Cranor  asked  me  that. 

The  Chairman.  Mr.  Cranor? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Did  Mr.  Sands  introduce  Mr.  Cranor  to  you! 

Mr.  BoLLiNG.  Well,  he  may  have  by  card;  I  do  not  remember. 
He  may  have  sent  his  card  introducing  Mr.  Cranor  or  Mr.  Cra 
might  have  told  me  he  came  from  Sands.  I  think  it  likely  he  brou 
Mr.  Sands's  card. 

The  Chairman.  What  do  you  mean  by  this  statement:  "At  ' 
time  Mr.  Sands  introduced  Mr.  Cranor  to  me,  asking  that  he 
certain  pieces  of  machinery."  Was  that  Mr.  Sands  asking  tliat 
Cranor  get  certain  pieces  of  machinery  ? 

Mr.  BoLLiNG.  Mr.  Chairman,  when  I  made  that  statement  I 
very  much  upset,  and  I  told — it  is  practically  the  same  as  this 
but  this  is  the  correct  statement  [referring  to  paper].  The  newsp 
men  were  all  there,  and  I  had  no  records  of  anvthing  to  chei*k  uj 
Mr.  Sands  did  not  come  with  Mr.  Cranor  nor  did  he  call  with  Crs 

The  Chairman.  This  statement  which  you  gave  to  the  reprea 
tives  of  the  press  was  a  statement  made  without  an  opportunit 
refresh  your  recollection  by  referring  to  records  or  document 
even  after  reflection? 

Mr.  BoLLiNG.  Absolutely,  sir.  I  heard  of  this  affair  coming  o 
the  papers  at  2  o'clock,  and  I  was  at  the  office;  I  did  not  go  b 
and  I  made  that  statement  up  there  without  refreshing  my  mei 
or  anything  else. 

The  Chairman.  Is  that  the  fii*st  instance  of  anybody  comir 
see  vou  with  reference  to  construction  matters? 

ilr.  BoLLiNG.  The  first  that  I  remember^  sir. 

The  Chairman.  Did  Mr.  Cranor  explain  why  he  picked  you 
in  this  particular  matter? 

Mr.  BoLLiNG.  No,  sir;  he  did  not. 

The  Chairman.  Did  you  telephone  to  Mr.  Sisler? 

Mr.  BoLiJXG.  I  did,  sir. 

The  Chairman.  What  did  Mr.  Sisler  have  to  do  with  oonstru< 
matters? 

^fr.  BoLi.iNG.  Mr.  Sisler  I  knew.  I  knew  nobody  in  the  consi 
tion  department,  and  Mr.  Sisler  did  know  them. 

The  Chairman.  But  you  knew  the  commissioners,  did  you  nc 

Mr.  BoLLTNG.  Yes,  sir. 
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The  Chairman.  Did  you  take  it  up  with  any  of  them  ? 
Mr.  BoLLiNG.  No,  sir;  I  did  not. 
The  Chairman.  Mr.  Sisler  was  secretary,  was  he? 
Mr.  Boiling.  Yes,  sir. 

The  Chairman.  He  did  not  have  anything  more  to  do  with  the 
)nstruction  matter  than  you  did,  did  he  ? 
Mr.  BoLLiNG.  Well,  I  suppose  not,  sir. 
The  Chairman.  What  did  you  ask  Mr.  Sisler  to  do  ? 
Mr.  BoLLiNG.  Well,  I  asked  him  what  to  do.    He  said  he  would 
ok  into  this  and  let  me  know,  or  hfe  would  have  it  looked  into. 
The  Chairman.  Did  he? 
Mr.  BoLUNG.  Yes,  sir. 

The  Chairman.  What  did  he  tell  vou  later? 

^fr.  BoLUNG.  He  told  me  later  that  he  had  looked  into  it;  that 
found  that  Cranor  was  right ;  that  these  bending  rolls  had  been 
wnised  to  them,  and  that  they  would  be  shipped  to  them. 
^^^  Chairman.  Did  Mr.  Sisler  tell  vou  where  he  got  that  in- 
flation ? 

'K   ^''^'^^-  ^^'  sir;  he  did  not. 

"®  CttAiRMAN.  Do  you  know  whether  or  not  the  bending  rolls 

'^  ^'^  shipped  to  Downey  ? 

*"•  BoxjjNG.  No,  sir ;  I  do  not  know.  I  have  been  trying  to  find 
^^  files  of  the  company — first,  this  was  not  Emergency  Fleet 
orob^bly  some  factory,  and  I  have  not  been  able  to  find  the 
^  ^f  those  bending  rolls — who  they  went  to  or  where.  I  hope 
^^^^iiough,  sir. 

'  ^^i^AiRMAN.  Did  you  tell  Cranor  that  you  had  nothing  to  do 
'^struction  matters? 
**^^LiiNO.  I  did,  sir. 
^  ^^AiRMAN.  What  did  he  say  ? 
^^::mxing.  I  could  not  remember,  sir. 

^^HAiRMAN.  How  WRS  it  that  you  undertook  to  assist  Mr. 
^51^  this  particular  matter? 

^^^DLLiNO.  Well,  I  simply  did  it  as  a  friend — to  accommodate 
^^i  that  had  sent  a  man  to  me. 

HAiRMAN.  To  accommodate  Mr.  Sands  ? 

►^iJiiNO.  Yes,  sir;  that  was  all. 

^HAIRMAN.  Is  that  the  onlv  instance,  while  you  were  assist- 
mrer,  of  you  being  aske^  by  friends  to  intercede  or  help 


^l^LLiNG.  No,  sir ;  I  would  not  say  so. 
^  Chairman.  But  the  only  instance  up  to  that  time  ? 
\  X3oLLiNO.  Well,  I  should  say  it  was  one  of  a  very  few  up  to 
*'^^e.    But  I  have  been  askea  to  do  everything  on  earth  since 
^   been  there,  sir.  ^ 

^   Chairman.  Have  you  attempted 

'  ^feoLLiNO  (interposing).  No,  sir. 

^     Chairman.  What   is  your  practice,   usually  to  help  your 
^^,  if  you  can? 

;    Bolling.  If  I  can;  yes,  sir.    I  have  found  from  four  or  five 

experience  that  the  easiest  way  when  a  man  comes  and  asks 

^r  of  you  is  to  tell  him  that  you  will  do  what  you  can.    Very 

1  forget  it  as  soon  as  he  is  out.    But  that  gets  away  from  an 
^ent,  and  it  leaves  a  good  taste  in  the  mairs  mouth\  and  it  is 
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about  tlie  easiest  way  to  wind  these  affairs  up.    I  have  been  asked  to 
do  a  ^reat  many  things  since  I  have  been  there,  sir. 

The  Chairman.  But,  as  I  understood  you,  up  to  this  time  you  hid 
not  been  asked  ? 

Mr.  BoLLiNG.  Xo,  sir;  I  think  up  to  that  time  there  had  beenveij 
few  requests,  partly  b(M»ause  people  did  not  yet  know  I  was  thene, 
a  ^reat  many  of  them,  and  I  had  moved  around  a  pood  deal.  I 
started  in  K^U)  F  Street,  and  I  moved,  I  think,  to  two  different  floors 
there;  and  from  there  we  moved  to  the  Munse}'^  BuihJin^,  and  I 
moved  about  five  or  six  times  in  the  Munsey  Building  in  a  period 
of  four  or 'five  months. 

The  (-HAiRMAX.  Vou  mean  your  office  of  assistant  treasurer? 

Mr.  BoLLiNo.  My  office;  yes,  sir. 

The  Chairman.  Did  you  know  Mr.  Charles  Piez? 

Mr.  Bollino.  I  do  not  think  that  I  ever  met  Mr.  Piez  in  my  life, 
sir. 

The  Chairman.  Did  you  know^  Mr.  Edward  N.  Hurley? 

Mr.  Boi.LiNO.  Yes,  sir. 

The  Chairman.  How  long  have  you  known  him? 

Mr.  BoLLiNG.  Just  since  I  have  been  with  the  board,  sir. 

The  Chairman.  You  never  met  him  before? 

Mr.  Bollino.  Xo,  sir;  never  met  him  prior  to  my  going  with  the 
board. 

The  Chairman.  Did  you  know  a  Mr.  Ackerson? 

Mr.  Bollino.  I  have  since  met  Mr.  Ackerson,  but  I  did  not  know 
him  at  that  time,  sir. 

The  Chairman.  How  did  you  learn,  later,  that  the  bending  rolls 
had  been  sent? 

Mr.  Bollino.  Mr.  Sisler  told  me,  sir. 

The  Chairman.  Mr.  Sisler  looked  the  matter  up  and  later  told 

you  ? 

Mr.  Bollino.  Yes,  sir. 

The  (^hairman.  How  lon^  afterwards? 

Mr.  Bollino.  I  should  say  a  matter  of  two  or  three  days,  asl 
remember,  sir. 

The  Chairman.  Did  vou  communicate  that  fact  to  Mr.  Cranor? 

Mr.  Bollino.  Yes,  sir;  I  did.     He  was  in  my  office  several  times  to 

find  out  about  it. 
The  Chairman.  Oh,  you  had  more  than  one  interview  with  him 

about  it? 

Mr.  BoLLiNc;.  Oh,  ves;  two  or  three  times  he  came  in. 

The  Chairman.  lie  came  in  and  asked  you  to  help  him  and  yoi 

said  vou  would? 

Mr.  B()LLiN(;.  Yes,  sir;  I  told  him  I  was  having  it  looked  up  an( 

would  let  him  know. 

The  Chairman.  Did  you  call  up  Mr.  Sisler  about  it  again? 

Mr.  Bollino.  That  I  do  not  remember;  I  may  have  called  him  an 
asked  him  what  he  found  out. 

The  Chairman.  Did  you  call  up  anybody  else? 

Mr.  Bollino.  Xo.  sir':  not  another  soul. 

The  Chairman.  Did  you  ^o  to  anylnxly  else's  office  with  referenc 

to  this? 
Mr.  Bollino.  No,  sir. 


•i 
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I       The  Chairman.  Did  you  have  any  talk  with  Mr.  Sands  about  this 
*  matter  personally  before  you  ascertained  that  the  bending  rolls  had 
[;  actually  been  sent? 
I      Mr.  boLLiNG.  No,  sir. 

The  Chairman,  jf either  over  the  telephone  or  in  your  office? 
~"      Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Or  in  his  office  or  anywhere  else  ? 
Mr.   BoixiNo.  No,  sir;  I  never  mentioned  bending  rolls  to  Mr. 
Sands  during  the  whole  transaction,  nor  do  I  remember  ever  seeing 
^  I  Mr.  Sands  or  hearing  from  him. 
I      The  Chairman,  lou  mean  prior  to  your  receiving  the  informa- 
I  tion? 

f     Mr.  BoujNG.  Yes,  sir;  and  having  told  Mr.  Cranor.     That  ended 
J  him,  as  far  as  I  thought,  for  the  time  being. 

^      The  Chairaian.  After  you  secured  information  from  Mr.  Sisler 
l  that  the  rolls  had  been  sent,  you  told  Mr,  Cranor,  you  say,  in  your 
I   office  one  day  ? 
,      Mr.  B0LX.1NG.  Yes,  sir. 

f       The  Chairman.  Two  or  three  days  later,  possibly  ? 
:       Mr.  BoLLiNO.  Yes,  sir. 
-       1*he  Chairman.  Did  you  ever  see  him  again  ? 

Mr.  BoLLiNG.  I  may  have,  sir — ^yes;  I  am  quite  sure  that  I  did  see 
?£  again. 

The  Chairman.  Where? 
Mr.  BoLLiNG.  I  could  not  tell  you,  sir. 
The  Chairman.  About  what  ? 

Mr.  BoLONG.  About  nothing  in  particular ;  I  never  saw  him  about 
'^Jaything  else ;  he  never  asked  me  to  do  anything  else 

The  Chairman.  Do  you  know  where  Mr.  Sands  was  living  at  that 
time? 

Mr.  BoLLiNG.  Mr.  Sands  was  living  at  that  time  in  the  Willard 
Hotel,  Washington. 
The  Chairman.  Did  you  ever  visit  him  there  ? 
Mr.  BoLWNo.  Yes,  sir. 
The  Chairman*  How  often? 
Mr.  BoLLiNG.  Oh,  not  very  often,  sir. 
The  Chairman.  As  aften  as  two  or  three  times  a  week? 
Mr.  BoLLiNG.  No,  sir;  nothing  like  it. 

The  Chairman.  What  time  of  the  day  was  it  when  you  visited 
him! 

Mr.  BoLUNG.  Usually,  I  should  say,  in  the  evening. 
The  Chairman.  In  the  evening? 
Mr.  BoLUNG.  Yes,  sir. 

The  Chairman.  What  was  the  purpose  of  your  visit? 
Mr.  BoiiLiNG.  Well,  I  remember  on  one  occasion  that  I  was  invited 
there — myself  and  wife — to  dinner;  w^e  went  there  to  dinner.  There 
were  a  great  many  other  people  there;  I  do  not  remember  just  who 
they  were.  And  then  I  called  again  after  that  and  I  may  have  been 
there  several  times. 

The  Chairman.  What  were  you  there  for  several  times? 

Mr.  BoixiNG.  Simply  socially. 

The  Chairman.  Alone? 

Mr.  BoLLiNO.  I  say,  I  may  have  been ;  I  do  not  remember. 

The  Chairman.  "Alone"— you  mean  without  Mrs.  Boiling? 
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Mr.  BoLi.iNO.  Oh,  yes;  that  is  possible.  I  do  not  think,  though, 
that  I  was:  I  have  no  recollection  of  ever  being:  there  alone  until  after 
Sands's  trouble.  Then  I  was  there  onc^,  which  I  will  tell  you  about 
later. 

The  Chairman.  That  was  in  the  fall  of  1918? 

Mr.  Boij.iNG.  Yes,  sir. 

The  C^HAiRMAN.  1  am  talking  about  before  that  time  now.  Do  you 
know  when  Mr.  Sands  went  to  live  at  the  Willard? 

Mr.  BoLLiNG.  No,  sir;  I  have  not  established  that  date. 

The  Chairman.  \Vas  he  living  there  at  the  time  of  this  bending- 
roll  transaction? 

Mr.  Rolling.  I  am  quite  sure  he  was. 

The  Chairman.  Did  you  talk  with  him  about  Mr.  Cranor  petting 
the  l)endin^  rolls? 

Mr.  Rolling.  Yes,  sir;  afterwards. 

The  (^HAiRMAN.  How  lon^  afterwards? 

Mr.  Rolling.  Well,  a  very  short  time  afterwards,  sir,  I  shonld 
sav,  sir.     I  do  not  remember  the  date. 

The  Chairman.  Where? 

Mr.  Rolling.  In  the  Commercial  National  Bank  in  Washin^on. 

The  Chairman.  You  mean  a  short  time  after  Mr.  Sisler  told  you 
that  tlie  bending  rolls  had  been  sent? 

Mr.  Rolling.  Yes,  sir. 

The  Chairman.  And  you  informed  Mr.  Cranor  that  they  had  been 
shipped? 

Mr.  Rolling.  Yes,  sir. 

The  Chairman.  What  was  the  conversation  there? 

Mr.  Rolling.  Mr.  Sands  voluntarily  told  me  that  he  had  made, 
would  make,  or  had  a  fee,  which  T  think  was  $1,000,  and  said,  "  I  am 
going  to  take  care  of  you.''  I  told  him  that  I  would  accept  nothing 
and  coukl  accept  nothing  that  had  to  do  with  any  Government  con- 
tract. 

He  tlieii  hi  ought  up  this  old  (piestion  of  the  $000  that  he  had 
owed  me:  said  he  liad  not  forgotten  it,  and  that  some  day,  when  I 
wanted  it,  he  would  pay  it.    I  did  not  get  a  nickel  then. 

I  l(n)ked  upon  Mr.  Sands  as  a  man  who  was  the  vice  president  of 
a  large  hank,  and  who  was  justly  indebted  to  me.  T  therefore  told 
him  that  while  I  would  be  very  ghul  for  him  to  pay  what  he  owed 
me.  that  under  no  ccmditions  could  it  be  in  any  way  connected  with 
any  fees,  commissions,  or  anything  to  do  with  Government  work. 
And  subsetpiently  he  paid  me  the  $C00  in  three  installments.  I  can 
give  you  the  <lates  on  those,  sir. 

The  Chairman.  He  told  you  that  he  had  made  a  fee  on  this 
bending- roll  l)usiness? 

Mr.  Rolling.  I  do  not  remember  whether  he  said  he  had  made  or 
would  make. 

The  Chairman.  Rut  it  was  on  the  bending-roll  transaction,  was  it? 

Mr.  Rolling.  Yes,  sir. 

Tlie  Chairman.  Did  vou  ask  him  how  he  had  made  anything  on 
that? 

Mr.  Rolling.  No,  sir:  I  never  thought  anything  about  it;  I  do 
not  know  that  he  .said  he  had  made;  he  may  have  said  he  hoped  to 
make  or  would  make.    I  do  not  know  that  he  ever  did  make,  as  a 
matter  oi  fnct 
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The  Chairman.  Were  yoii  not  interested  wlien  ho  volunteered  that 
iformation  to  know  how  he  came  to  be  making  any  money  on  this 
ending-roll  transaction  ? 

Mr.  B01J.1N0.  Well,  I  did  not  know  just  what  Mr.  Sands's  relation- 
hip  with  the  principal  was.    I  do  not  know  that  I  pive  it  a  tliou<rht. 

The  Chairman.  Did  j'ou  ask  him  ? 

Mr.  BoLiJNG.  He  mi^ht  have  been  the  Washin^on  rei)resontative 
)r  something  else. 

The  Chairman.  Did  you  ask  him? 

Mr.  Boij.iNG.  I  do  not  remember  asking:  him ;  no,  sir. 

The  Chairman.  You  knew  that  the  man  that  came  to  see  you  about 
he  bendiniif  rolls  was  introduced  to  vou  bv  Mr.  Sands? 

Mr.  B0L.LING.  That  was  true,  sir — yes,  sir;  or  sent  to  me  by  Mr. 
•ands. 

The  Chairman.  And  yet  when  Mr.  Sands  told  you  that  he  had 
lade  or  expected  to  make  a  fee  out  of  the  bendin<r-roll  proposition, 
on  were  not  interested  further  to  know  his  connection  with  the 
ransaction  ? 

Mr.  BoixiNG.  I  do  not  remember  ever  asking  him;  no,  sir:  T  never 
sked  him  anything  about  it.    I  probably  ought  to  have  done  so,  but 

did  not,  as  I  remember  it. 

The  Chairman.  What  was  the  occasion  of  your  being  in  the  Com- 
lercial  National  Bank  at  the  time  of  this  conversation  ? 

Mr.  BoLLiNO.  I  carried  my  account  with  the  bank,  and  I  was  in 
lere  very  frequently.    T  do  not  remember  just  the  occasion. 

The  Chairman.  It  did  not  have  anything  to  do  with  Shipping 
k)ard  business? 

Mr.  BoLLiNG.  Asolutely  none,  sir. 

The  Chairman.  Did  you  have  the  decision  as  to  what  banks  tliese 
perating  funds  of  the  Shipping  Board  should  be  deposited  in  ? 

Mr.  BoLLiNG.  For  a  while — while  I  did  not  have  the  decision,  I 
link  that  I  could  by  suggestion  have  controlled  them ;  yes,  sir. 

The  Chairman.  Did  you  have  some  carried  in  that  bank — de- 
osited  in  that  bank? 

Mr.  BoLUNG.  When  I  took  the  office  as  assistant  treasurer,  there 
ras  something  over  $4,000,000  in  that  bank,  and  one  of  the  first 
[lings  I  did  was  to  write  to  the  board  and  recommend  that  other 
ank  accounts — that  was  before  we  began  doing  business  with  the 
Inited  States  Treasury,  and  before  all  of  the  deposits  went  into 
lie  Treasury — and  I  recommended  strongly  that  immediately  other 
ccounts  l)e  opened,  because  T  did  not  think  that  that  much  money 
[lould  be  in  a  bank  of  thai  size.  T  have  that  letter  in  the  records 
f  the  Emergency  Fleet  Corporation. 

The  Chairman.  How  much  was  there  in  there  at  the  time  ? 

Mr.  BoLLiNG.  Something  over  $4,000,000  in  there  at  the  time  sir. 

The  Chairman.  How  much  was  in  that  bank  at  the  time  you  had 
le  conversation  about  the  bending  rolls  ? 

Mr.  BoiiLiNG.  I  would  suspect  that  something  less  than  $4,000,000. 
can  establish  that,  sir;  because  I  recommended  that  and  my  recom- 
lendation  was  acted  on,  and  I  opened,  as  T  remember,  in  November 
p  December — I  will  not  be  sure  of  that  date — ^the  first  of  the  other 

ccounts. 
The  CrfAiRMAN.  November  or  Decraiber,  1917  ? 
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Mr.  BoLLiNG.  Yes,  sir:  with  the  Federal  National  Bank,  and  then 
later  with  the  District  National  Bank,  and  later  with  the  Metropolitan 
National  Bank,  and  all  disbursements  that  I  made  I  drew  from  the 
Commercial  account,  in  order  to  reduce  it  gradually,  and  I  put  jdl 
of  the  deposits  in  the  other  three  banks  and  let  them  grow.  So  yoa 
will  find  that  about  the  time  that  the  money  was  transferred  to  the 
Treasury,  I  think  it  was,  around  May,  1918. 

The  C  HAiRMAN.  Were  you  asked  to  deposit  in  any  particular  banks 
by  any  of  the  officers  of  those  banks? 

Mr.  BoixiNo.  Yes,  sir;  I  think  I  was. 

The  Chairman.  Didn't  that  have  something  to  do  w-ith  your  deci- 
sion to  reduce  the  amount  in  the  Commercial  National  Bank? 

Mr.  B01J.1NG.  No,  sir ;  nothing  whatever.  I  simply  thought  that 
that  was  too  much  money  to  be  in  that  bank  with  their  capital.  I 
think  their  capital  then  was  $500,000. 

(A  short  recess  was  here  taken.)   ' 

The  Chairman.  The  committee  will  resume. 

Mr.  Boiling,  referring  now  to  the  conversation  in  the  Commercial 
National  Bank,  when  Mr,  Sands  told  you  that  he  had  made  or  would 
make  some  money  as  the  result  of  the  bending  roll  transaction,  and  at 
which  time  he  said  he  would  take  care  of  you,  did  he  say  anything  at 
that  time  to  indicate  what  Mr.  Cranor  had  told  him  about  the  matter! 

Mr.  BoLLiNG.  Nothing,  sir. 

The  Chairman.  And  what  he  had  done? 

Mr.  BoLLiNo.  Nothing,  sir.  I  don't  think  Mr.  Cranor's  name  was 
mentioned.  . 

The  Chairman.  What  did  you  understand  lie  was  going  to  take 
care  of  you  for? 

Mr.  BoLLiNo.  The  inference  would  be  that  he  would  give  me  a  part 
of  whatever  he  got. 

The  Chairman.  Why? 

Mr.  BoLLiNG.  I  didn't  see  what  other  inference  should  be  put 
upon  it. 

The  Chairman.  Why  was  he  going  to  give  you  part  of  what  he 

got?  , 

Mr.  BoLLiNG.  Because  he  had  sent  Cranor  to  me  and  I  had  helped 
him,  in  order  to  get  that,  I  suppose. 

The  Chairman.  Did  he  tell  you  he  knew  you  had  helped  him! 

Mr.  BoujNO.  No,  sir. 

The  Chairman.  How  did  it  strike  you  when  he  said  that  he  was 
going  to  take  care  of  you  ? 

Mr.  BoLLiNo.  The  inference  in  my  mind  was  that  he  was  going  to 
divide  and  give  me  part  of  what  he  got — he  didn't  mention  any 

amount. 

The  Chairman.  Didn't  mention  any^  amount? 

Mr.  BouJNG.  No,  sir. 

The  Chairman.  What  was  there  about  it  that  you  drew  that  in- 
ference from  this  conversation? 

Mr.  BoLLiNG.  Well,  sir,  I  think  the  inference  was  very  plain.  I 
don't  see  what  else  he  could  have  meant  by  "taking  care  of  me"  and 
that  was  the  inference  T  drew. 

The  Chairman.  Did  he  say  he  was  going  to  take  care  of  you  be- 
cause you  hacl  telephoned  to  ilr.  Sisler,  and  Mr.  Sisler  had  Jater  told 
you  that  the  bending  rolls  Viad  \>eeiv  sV\\>^^3l  \:o  >3t\^Tks^witf£^  <!!QtiGeni1 
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[r.  BoLUNo.  Yes,  sir ;  he  had  been  or  would  be,  T  don't  remember 

ich. 

lie  Chairman.  Had  been  or  would  be  shipped? 

i4r.  BoLUNG.  Yes,  sir. 

rhe  Chairman.  In  this  talk  at  the  Commercial  National  Bank, 

i  you  and  Mr.  Sands  had  any  conversation  with  reference  to  Mr. 

anor's  visit  to  vou  ? 

Mr.  BoLLiNG.  Kone  whatever,  sir.    I  don't  think  I  had  seen  Mr. 

mds  in  the  interim. 

The  Chairman.  How  lon^  was  it  between  the  time  Mr.  Cranor 

Jne  into  your  oflSce  at  the  instance  of  Mr.  Sands,  either  bearing  a 

tteror  a  card,  and  the  talk  in  the  Commercial  National  Batik,  when 

ir.  Sands  offered  to  take  care  of  you  ? 

Mr.  BoixiNG.  A  very  short  time,  sir ;  but  I  have  no  way  of  deter- 

ining  that. 

The  Chairman.  Might  it  have  been  10  days? 

Mr.  BoiJjNG.  It  might  have  been  a  week  or  10  days ;  yes,  sir. 

The  Chairman.  Might  it  have  been  about  the  1st  of  IMfarch? 

Mr.  BoLUNO.  No,  sir ;  not  that  late. 

The  Chairman.  It  was  not  as  late  as  that  ? 

Mr.  BoLUNG.  No,  sir;  I  think  not. 

The  Chairman.  It  was  about  the  Isi:  of  February  that  Mr.  Cranor 

st  called  upon  you  ?  * 

Mr.  BoLLijjG.  Yes,  sir. 

The  Chairman.  Had  you  ever  seen  Mr.  Cranor  before  ? 

Mr.  BoLLiNo.  No,  sir. 

The  Chairman.  Had  you  ever  talked  with  him  on  the  telephone 

fore? 

^-  BoLLiNo.  No,  sir.  . 

^e  Chairman.  Had  you  ever  received  a  lettfer  from  him  before? 
^-  BoLLiNG.  No,  sir;  nor  had  I  ever  heard  of  him. 
^e  Chairman.  Never  knew  there  was  such  a  mah  in  existence  ? 
Ji*.  BoLLiNG.  No,  sir. 

^e  Chairman.  Before  he  came  into  your  office  ? 
1^.  BoLLiNG.  No,  sir. 

he  Chairman.  When  Mr.  Sands  talked  to  you  in  the  Commercial 
^onal  Bank  was  Mr.  Cranor's  name  mentioned  ? 
fi*.  BoLLiNG.  No,  sir. 

He  Chairman.  Was  the  Downev  Shipbuilding  Corporation  men- 
ted? 

*i*.  BoLLiNG.  No,  sir. 

he  Chairman.  Were  bending  rolls  mentioned? 
^v,  BoLLiNG.  They  probably  were;  yes,  sir. 
t*he  Chairman,  liiey  probably  were  ? 

Vlr.  BoLLiNG.  I  can  not  repeat  the  convei*sation,  sir.    I  don't  re- 
mber  it.    But  it  was  about  the  bending  rolls  and  the  company  to 
lom  they  were  to  be  shipped,  and  I  could  not  swear  to-day  what 
Qpanv  that  was,  though  I  think  it  was  Downey. 
Pne  Chairman.  Was  any  other  matter  in  connection  with  the 
wney  Co.  mentioned  at  that  time  ? 
fr.  BoUiiNG.  No,  sir. 
Tie  Chairman.  Sure  about  that  ? 
[t.  Bolmng.  Absolutely,  sir. 
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The  Chairvan.  Do  you  think  you  had  seen  Mr.  Sands  between  the 
time  Cranor  first  called  upon  you  and  this  talk  in  the  Commerciil 
National  Bank? 

Mr.  BoLLiNG.  No,  sir;  I  don't  think  I  had. 

The  Chairman.  You  don't  think  you  had? 

Mr.  BoiJjN(}.  Oh,  I  can  not  say  that  for  sure. 

The  Chairman.  You  might  have? 

Mr.  BoLLiNo.  I  mi|rht  have,  but  I  don't  think  I  have. 

The  Chahiman.  Now,  in  your  statements  the  other  day  in  Ai 
presence  of  the  press  at  Washington,  you  said  as  follows: 

Some  time  after  tliat  Sands  told  me  tliat  he  had  re<*eive<l  a  fee  for  pmcui^ 
these  bendinjr  rolls  and  ofFere<l  to  divide  It  with  me. 

Mr.  BoLLiNo.  Yes,  sir. 
The  Chairman  (reading)  : 

I  thinlc  tlie  f(»e  was  $1,0(X).  I  told  Sctnds  that  under  no  conditions  would  I 
accept  any  part  of  it.  Sands  then  told  me  that  as  he  had  never  paid  me  any 
profit  on  hwllding  the  house,  I  having  waived  the  same,  he  would  like  topayne 
what  I  thought  was  a  fair  profit  for  the  work  which  I  had  done.  I  told  hia 
that  $r)00  I  thought  would  he  ver>'  reasonnhle  if  he  wanted  to  pay  it  Even  tlw 
he  did  not  pay  all  of  it.  giving  me  $200  tlien  and  ^300  later.  That  is  abnattll, 
sir,  exce]»t  tluit  Sands  left  out  that  he  still  owe<l  $900  on  the  original  note  M 
that  house.  Mr.  Sands  has  never  given  me  another  cent  of  money,  except « 
curtailments  on  the  note,  which  is  now  discounte<l  in  a  Washington  bank,  and 
the  amount  due  Is  .$IKX),  and  I  have  his  last  letter  saying  that  he  could  not  curtail 
same. 

Have  yon  got  tliat  letter? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairmax.  Now,  did  you  ever  have  any  such  convei-sation as 
that? 

Mr.  BoLiJNG.  That  is  the  substance  of  it,  sir.  but  this  is  the  correct 
statement  [  indicating  paper].    These  figures  are  wrong  to  start  with. 

Tlie  CHAHniAN.  TIow  did  you  happen  to  get  them  wrong? 

Mr.  Rolling.  I  had  nothing  to  check  up,  as  I  explained  to  you.  I 
had  forgotten  what  the  amounts  were  until  I  looked  them  up. 

The  Chairman.  Did  you  tell  him  that  you  thought  $500  or  $M0 
was  a  tout  a  fair  profit  on  the  work  that  you  had  done? 

Mr.  BoLLiNci.  No:  I  did  not  tell  him  that,  but  I  knew  there  vast 
fixed  amount,  being  a  fixed  amount  as  per  the  agreement  or  settle 
ment  of  that  matter. 

The  Chairman.  Did  you  say  at  this  conversation  that  he  had  neTer 
paid  you  any  profit  on  the  house? 

Mr.  RoLLTNc;.  AVell,  I  don't  know  that  I  put  it  in  those  words, but 
that  ho  had  never  paid  me  that  balance  on  the  house. 

The  CiiAiKMAN.  How  did  vou  happen  to  sav  that  he  told  you  that 
you  had  never  made  any  j)rofit  on  the  house,  wlhen  you  gave  tne  state- 
ment in  the  ]>resence  of  Admiral  Benson  and  the  press  the  other 

day? 

Mr.  BoLLiNd.  How  did  T  happen  to  say  so? 

The  Chahiman.  That  he  told  you  that  he  had  never  paid  you  any 
profit  (m  the  house? 

Mr.  BoLLiNG.  He  had  told  me  that  on  various  occasions,  that  he 
had  never  paid  me  on  it,  always  referred  to  that  as  the  money  on 
the  extras. 

The  CjrAiKMAN.  You  said  the  other  day,  Mr.  Boiling:  "  Sands  then 
told  me  that  he  had  never  paid  me  tvxva?  v^?vX.  ai!L\sNi\^\\%lV!«  house, 
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having- waiived  same,  he  woiihl  like  to  pay  me  what  I  thought  was 
fair  pi'oiSt  for  the  work  which  I  had  done  "? 

Mr.  BoiAfiNO.  Yes,  sir. 

The  Chairman.  Well,  now,  that  did  not  take  into  consideration 
hese  extras;  it  was  a  profit  on  the  transaction,  wasn't  it? 

Mr.  Bousing.  Xo,  sir;  the  profit  that  I  would  have  made  on  the 
lOuse  was  about  eaten  iip  by  the  amount  that  I  rebated  to  Sands  on 
hfse  extras.  I  asked  Mr.  Todd  the  other  day,  and  I  think  he  made 
ftly  around  $000  to  $1,000,  so  it  was  the  greater  poilion  of  my  profit, 
jpresented  by  these  extras.  In  other  words,  if  I  could  not  get  the 
oney  for  the  extras  which  we  had  to  pay  for,  naturally  it  came  out 
f  my  profit. 

Tlie  Chairman.  Then  there  w^as  talk  about  profits,  was  there? 

Mr.  BoixiNG.  Well,  I  could  not  say  whether  it  was  put  that  way  by 
ands  or  not ;  it  referred  to  the  house. 

The  Chairman.  How  had  you  happened  to  say  that,  Mr.  Boiling, 
:  there  were  not  some  discussion  about  the  profits  on  the  house  ? 

Mr.  BoLLiNG.  Well,  it  may  have  been  that  way;  it  is  just  as  if  I 
rere  ri^ht  here  now  called  upon  to  make  a  statement,  that  is  exactly 
he  position  T  was  in  the  other  day ;  no  figures  or  facts  or  anything 

0  refer  to. 

The  Chairman.  I  would  like  to  ask  you  now^  to  tell  the  committee 
s'hat  the  conversation  was  at  the  Commercial  National  Bank  a  few 
lays  after  Cranor  called  on  you  in  your  offif/e  in  the  Shipping 
'oard — what  the  conversation  was  between  you  and  Mr.  Sands. 

Mr.  BoixiNo.  Yes^  sir.  As  nearly  as  I  can  recollect  it,  I  will  tell 
:•  sir. 

The  Chairman.  Yes,  sir. 

Mr.  BoLi.iNG.  Mr.  Sands  told  me  that  he  had  or  would  make  some- 
ling  in  connection  with  the  procuring  of  these  bending  rolls,  and 
lid  that  he  would  take  care  of  me.  I  told  him  that  I  would  take 
othing.  He  then  mentioned  the  fact  that  he  had  never  settled  this 
tnount  on  the  house,  for  profit  or  extras,  or  whatever  it  was,  he 
new  that  I  had  waived  a  certain  amount  on  his  house,  and  that  he 
^tended  to  pay  that:  that  he  hadn't  forgotten  it.  He  didn't  pay  it 
t  the  time,  but  he  did  pay  it  subsequently  to  that.  I  told  him  at  the 
tme  that  it  could  not  m  anyway  be  connected  w^th  any  money  that 
ehad  received  in  regard  to  procuring  or  in  connection  with  (rovern- 
lent  contracts,  and  he  paid  ine  the  money  later  on  in  three  different 

istallments. 

The  Chairman.  Well,  didn't  vou  say  the  other  dav  that  he  gave 
on  $200  then  and  $300  later  ?     *^ 

Mr.  Bdlling.  That  is  wdiat  T  thought  it  was  at  that  time,  but  I 
ftve  since  verified  it  by  my  check  book.  He  gave  me — I  did  not 
ly  then — I  didn't  know  that  he  gave  it  to  me  then ;  I  think  he  gave 

to  me  lat^r  than  then.     On  February  18, 1918,  he  gave  me  $300,  and 

1  June  26,  1918,  he  gave  me  $200,  arid  on  August  5,  1918,  $100,  and 
have  no  idea  of  wdiere  that  money  came  from  or  how  he  got  it  or 
lythinjp:  else. 

The  Chairman.  Well,  he  told  you  that  he  had  received  or  would 
!ceive  some  money  in  connection  with  this  bending-roll  transac- 

3n? 

Mr.  BoixiNO.  Yes,  sir. 

The  Chairman.  And  he  first  offered  to  share.  lYvat  ml\v  no\\\ 
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Mr.  B0L1.1NG.  Yes,  sir. 

The  Chairman.  Which  j^ou  absolutely  refused  to  do? 

Mr.  BoLLiNG.  I  did,  sir. 

The  Chairman.  Jle  then  offered  to  pay  you  what  you  had  waived 
on  account  of  the  extras  ? 

Mr.  BoijjNG.  That  is  right,  sir. 

The  Chahoian.  And  you  said  you  were  willing  to  receive  it? 

Mr.  BoLLiNG.  Yes,  sir;  I  told  him  he  could  pay  me  what  he  owed 
me. 

The  (^HAiRMAN.  And  you  understood,  did  you  not,  from  that  con- 
versation that  the  amount  which  he  expected  to  pay  you  on  accouBt 
of  these  changes  and  extras  was  to  be  paid  out  of  what  he  hid 
received  as  a  commission  for  getting  those  bending  rolls? 

Mr.  BoLLiNiJ.  No,  sir;  absolutely  not.  That  is  the  point  that  I 
made  to  him,  that  it  could  not  be  in  any  way  connected  with  any 
business  that  he  had  received  from  Government  contracts.  I  ma(fe 
that  point,  and  he  clearly  understood  me. 

The  Chairman.  You  told  him  ? 

Mr.  BoLLiNG.  Yes^  sir. 

The  Chairman,  lou  told  him  that? 

Mr.  BoujNG.  Yes,  sir;  absolutely,  sir. 

The  Chairman.  You  told  Mr.  Sands  that  you  could  not  share  iB 
the  commisi^ion  which  he  had  received  in  connection  with  the  bending 
rolls  ? 

Mr.  BoijiiNo.  Yes.  sir. 

The  Chairman.  And  at  that  same  conversation  you  told  him  that 
he  could  pay  you  $600  ? 

Mr.  BoLLiNG.  That  he  owed  me. 

The  Chairman.  That  you  had  previously  waived? 

Mr.  BoLLTNG.  Yes,  sir. 

The  Chairman.  That  you  had  previously  waived,  so  he  didn't  owe 
it  to  you,  did  he  ? 

Mr.  BoLLiNG.  Except  he  had  not  accepted  the  waiver  and  had 
acknowledged  the  debt  before  that. 

The  Chairman.  Previous  to  that  you  had  waived  your  share  of 
the  $r,200  extra?  ^ 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Mr.  Sands  had  told  you 'that  while  he  accepted 
that  waiver,  it  was 

Mr.  BoLLiNG.  Apparently  he  did  it  just  to  smooth'  things  over. 

The  Chairman.  To  satisfy  his  wife? 

Mr.  B01.LING.  The  feeling  was  very  tense  that  night  that  we  made 
the  settlement. 

The  Chairman.  But  later  he  told  you  he  would  take  care  of  you! 

Mr.  BoLLiNG.  I  would  have  waived  it  if  it  had  at  that  time  oeen 
$4^00,  the  way  I  felt  that  night. 

The  Chairman.  Now,  Mr.  Boiling,  didn't  you  understand,  having 
had  no  previous  conversation  with  Mr.  Sands,  about  this  $©50  which 
you  waived,  and  which  he  had  told  you  he  would  pay,  didn't  you 
understand  when  he  told  you  he  had  received  a  commission  or  waste 
receive  a  commission  for  getting  these  bending  rolls,  and  that  he 
wanted  to  share  that  with  you,  did  you  not  understand  that  at  that 
time,  when  he  was  going  to  pay  you  this  $600  for  charges  and  extra^ 
it  was  to  be  this  money  which  he  had  T^cfcvi^  ^  ^  ^^xcmosslQa,^  and 
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the  Conunorcial  Bank,  1  don't  remember  how.  that  money  was  paJd^ 
or  who  loaned  it,  whether  he  did  or  the  bank. 

The  Chairman.  Tliat  is  quite  a  goo<l  transaction,  $7,o()0  loan? 

Mr.  BoLMN(j.  Yes,  sir. 

The  C^iiAiRMAN.  And  the  stubs  of  your  check  books  show  tliatyoQ 
made  the  checks  out  to  Mr.  Sands? 

Mr.  B()LLiN(;.  Yes.  sir. 

The  Chairman.  If  the  loan  was  made  by  the  bank,  the  checb 
wouhl  be  matle  out  to  Mr.  Sands,  as  vice  president,  or  as  an  officerof 
the  bank,  of  some  sort  i 

Mr.  BoLLiNCJ.  Yes,  sir;  I  sliould  think  so. 

The  Chairman.  But  they  are  made  out  personally? 

Mr.  BoLLiNd.  I  tliink  they  are,  from  that  stub  there. 

The  Chairman.  All  the  evidence  yon  have  here  to-day  to  refrab 
your  recollection  is  to  the  eifect,  that  that  loan  was  a  j^ersonal  loan! 

Mr.  Bi)LLiN<i.  Yes,  sir. 

The  Chairman.  You  drew  it  to  Mr.  Sands,  in  the  amount  of 
$7.5(.K)J 

3lr.  BoLLiNo.  Yes,  sir;  it  looks  like  that. 

The  Chairman.  Xow,  the  $60()  was  still  owing  on  account  of  these 
extras  at  the  time  that  loan  was  secured? 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chaikman.  From  Mr.  Sands? 

Mr.  BoLi.iN(j.  Yes,  sir. 

The  Chairman.  Why,  in  settling  up  that*  was  not  the  $600  de- 
ducted t 

Mr.  Boi.LiNcj.  I  could  have  used  it  then ;  I  can  not  explain  it,  gentle- 
men. 

The  Chairman.  You  can  not  explain  it? 

Mr.  BoLLiNc.  No.  sir:  1  don't  really  attempt  to  explain  it.  That 
loan  ran  along  over  for  a  period  of  a  year  and  a  half  at  the  most, 
and  Sands  hadn*t  taken  care  of  it.  But  at  the  same  time  Sands  was 
curtailing  the  note,  and  Sands  was  not  curtailing  the  not«  very  fast, 
and  my  thought  in  the  matter,  if  I  had  any,  was  to  wait  until  be 
had  gotten  this  obligation  out  of  the  way  before  I  ever  tackled  him 
for  any  profit  on  the  house. 

The'CHAiRMAN.  That  was  your  intention? 

Mr.  BoLLiN(i.  Yes,  sir. 

The  Chairman.  All  the  time? 

Mr.  BoLLiN(j.  Yes,  sir. 

The  Chairman.  Have  vou  got  anything  to  show  when  vou  re- 
ceived this  $()()()  ^ 

Mr.  BoLLiNCi.  Yes,  sir.  Well,  the  only  thing  I  have  is — I  only 
-have  the  deposit  slii)s. 

The  Chairman.  Have  you  got  them? 

Mr.  BoLLiN(;.  Yes,  sir;  I  have. 

Tlie  Chauiman.  Will  you  produce  those,  please? 

Mr.  BoLMNc;  (producing  slips).  Xow,  sir,  all  of  this  was  not  de- 
posited in  tlic  Imnk.  This  deposit  slip  shows  the  $201)  only,  that  was 
a  $300  payment,  however.  Sands  $2(K)  on  June  26  and  ^^ands  $lt)t» 
on  August  r».     [Showing  pa])ers  to  chairman.] 

Tlie  Chaihman.  You  hand  me  a  deposit  slip  deposited  with  the 
Commercial  National  Bank  of  Washington,  D.  C,  for  the  credit  of 
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The  CHAiR3fAN.  What  would  be  the  occasion  for  your  cashing, 
check  of  $300  on  the  Commercial  National  Bank  and  then  dejx«iti 
$200  at  the  same  time? 

Mr.  BoLLiNo.  I  don't  know ;  1  don't  remember.    I  don't  ivniei 
if  it  was  a  check. 

The  Chairman.  Can  you  sav  now  whether  it  was  a  check  of 
or  cash  $800  't 

Mr.  B()LLiN(i.  1  can  not ;  I  don't  remember  whether  it  was  or  not. 

The  Chairman.  Now,  if  you  don't  rememlx»r  which  it  was.  hof| 
can  you  remember  it  was  $300,  Mr.  Boiling? 

Mr.  BoLLiNo.  Because  I  find  I  have  two  or  three  ways  of  rei 
berin^  it.     I  have,  cm  a  voucher,  on  the  same  day,  that  t  put  $1(10 1 
the  credit  of  mv  wife's  account  in  a  different  bank,  in  the  Du  Pc 
National  Bank,  of  $100,  and  I  ^ot  a  pencil  memorandum  in  the  back] 
of  my  check  book,  -'  Sands,  $:^0(),  February  18,  1919." 

The  Chairman.  Have  vou  got  that  here? 

Mr.  B()LLiN(;.  No,  sir;  t  have  not.     I  did  not  bring  it. 

The  Chairman.  Why  didn't  you  bring  it? 

Mr.  BoLLiN(j.  I  didn't  think  it  amounted  to  anything,  bccansel' 
miffht  have  done  that  yesterday. 

The  Chairman.  How  did  you  happen  to  bring  the  deposit  slips! 

Mr.  BoLLiNo.  Because  they  cover  this  theory  of  it. 

The  Chairman.  They  don't  cover  the  whole  of  it,  do  they? 

Mr.  BoLLiNG.  I  think  so. 

The  Chairman.  The  deposit  slips  show  $600? 

Mr.  Trolling.  No,  these  do  not ;  that  is  right,  sir. 

The  Chairman.  And  your  check  book,  you  say,  would  snow  $6001 

Mr.  Boij.iNo.  Not  my  check  book. 

The  (^HAiRMAN.  Which  check  book? 

Mr.  BoiJjNc;.  My  wife's  book  will  show  in  there  $100,  which  would 
make  this  $000;  that  is  right. 

The  Chairman.  Well,  Mr.  Boiling,  that  deposit  slip  of  Febnitfy 
18  shows  $366.67. 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman.  And  now,  you  could  have  veiT  easily  have  depos- 
ited $100  of  that  sum  to  your  wife's  account,  couldn't  you? 

Mr.  B()LLiN(;.  I  don't  catch  the  point  there,  Mr.  Chairman. 

The  Chaikman.  You  stated  the  reason  that  you  knew  it  was|3flO 
was  because  on  that  date  you  put  $100  to  the  credit  of  your  wife,  in 
her  account. 

Mr.  BoLLTNO.  Yes. 

The  (-HAiRMAN.  In  the  Du  Pont  Bank? 

Mr.  BoLLiNG.  Yes. 

The  Chairman.  It  might  have  been  the  $100  out  of  this  $366.67. 
might  it  not  ? 

Mr.  B0IJL.TNG.  It  might  have  been,  but  I  am  quite  sure  it  was  not, 

sir. 

The  Chairman.  Well,  why  are  you  so  sure  if  you  can  not  remem- 
ber whether  you  got  $300  in  cash  or  $300  in  a  check,  and  all  the  docu- 
ments you  have  got  show  that  it  was  $500,  and  that  you  only  got  $2W^ 
on  February  18,  why  are  you  so  sure  that  it  was  $300? 

Mr.  BoLLiNc;.  Well,  I  remember  that  it  was  three:  I  remember 
that. 
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rhe  Chairman.  You  remember  the  amount  was  $300  ? 

tfr.  Bolling.  Yes,  sir. 

The  Chairman.  Now,  all  the  other  payments  were  by  check,  were 

»y  not? 

Silr.  BoLLiNo.  Yes,  sir;  the  other  two  payments. 

The  Chairman.  Was  there  any  reason  why  this  payment  should 

t  be  by  check,  too? 

Mr.  BoLLiNo.  None  that  I  can  think  of. 

The  Chairman.  Assuming  that  it  was  a  check  for  $300 

Mr.  BoLLiNG.  It  would  be  very  easy  to  establish  that,  sir,  I  should 

link. 

The  CHAiR:^fAN.  By  Mr.  Sands's  check? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Have  you  got  any  other  records  showing  the  state 

I  vour  account  at  the  Commercial  l^ational  bank  at  that  date? 
ilr.  BoLLiNG.  Well,  I  have  all  of  the  original  bank  statements? 
The  Chairman.  For  February? 

Mr.  BoLLiNG.  Yes,  sir;  for  the  entire  year,  that  I  brought  up,  and 

II  the  deposit  slips  for  the  entire  year,  with  the  exception  of  three 
eposit  slips,  and  I  do  not  believe  these  are  important  because  thej 
?cur  aftcur  I  began  to  get  anonypious  letters,  November  16,  1918,  is 
St — I  can  not  find  it.  December  2,  1918,  and  December  16.  Those 
e  the  only  three  that  are  missing,  checking  it  with  these  statements, 
id  those  are  my  original  duplicate  deposit  slips,  the  whole  year's, 
would  like  to  go  through  thenf  with  somebody  that  you  will  ap- 
int,  and  show  what  each  amounts  to  and  where  it  originated  and 
bat  it  was. 

The  Chairman.  We  will  come  to  that  a  little  later,  Mr.  Boiling; 

It  when  was  this  $600  profit  finally  paid? 

Mr.  BoLLiNO.  The  final  payment,  sir,  was  August  5. 

The  Chairman.  May  I  see  those  again,  please,  those  deposit  slips? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  The  second  deposit  slip,  "  Commercial  National 

ink  "  to  your  credit  "  June  26,  1918,"  figure  in  ink  ''  $200  "  opposite 

written  in  pencil  the  word  "  Sands."    Was  that  a  check? 

Mr.  BoLLiNo.  That  was  a  check,  I  think. 

The  Chairman.  Well,  you  think? 

Mr.  BoixrNG.  I  could  not  swear  to  it,  sir,  whether  it  was  or  not. 

ay  I  see  it  a  moment  |  same  handed  to  Mr.  Boiling]  ?    I  imagine  it 

as  a  check,  sir,^  because  it  comes  down  where  the  checks  are  listed. 

bat  is  the  only  way  I  have  of  knowing. 

The  Chairman.  Third,  a  deposit  slip,  the  same  bank,  and  to  your 

edit :  in  ink  the  fiirures  are  "  $100."     ^ 

Mr.  BoLLiNO.  $100? 

The  Chairman.  $100. 

Mr.  BoMJNG.  Yes. 

The  Chairman.  Opposite  it  is  written  in  pencil  the  word  "  Sands." 

16  name  "  Sands "  on  each  of  these  slips  is  in  your  handwriting? 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman.  You  remember  when  you  put  this  on  therei 

Mr.  BoLLiNO.  I  should  say  about  in  the  fall  of  1918,  sir. 

The  Chairman.  The  fall  of  1918  ? 

Mr.  BoLLiNo.  Yes. 
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The  Chairman.  Now,  you  state  in  this  later  statement  thai  vou 
have  pie])are(l,  Mr.  Boiling,  you  told  him  that  you  would  be  ghita 
have  him  pay  what  he  owed  you? 

Mr.  BoijJNo.  Yes,  sir. 

Tlie  Chairman.  And  that  it  could  not  in  no  way  be  conn< 
with  business  or  commissions  involving  Government  work,  and  tiu 
is  clearly  understood  ? 

Mr.  Bulling.  That  is  right,  sir. 

The  Chairman.  What  did  he  say  to  give  you  the  impression  thatb 
clearly  understood  it? 

Mr!  BoLLiNG.  Well,  he  could  not  help  it,  because  I  made  it  so  posi- 
tive that  he  could  not  have  understood  anything  else,  sir. 

The  Chairman.  What  did  you  sav  that  made  it  so  clear? 

Mr.  BoLi.iNG.  Well,  I  told  him  that  I  could  not  touch  any  com- 
missions or  anj^hing  while  employed  by  the  Government,  or  any 
commissions  involving  (Jovemment  work. 

The  Chairman.  And  vou  refused  to  divide  the  commission  with 
him? 

Mr.  BoLLiNO.  Yes,  sir.    Or  to  have  him  divide  it  with  me ;  yes,  sir. 

The  Chairman.  But  he  previously  offered  to  do  so? 

Mr.  BoLLiNG.  Yes ;  or  he  intimated  the  same  thing.  I  understood 
that  he  was  to  do  so ;  yes,  sir. 

The  Chairman.  Would  you  call  it  "  intimating ''  when  he  said  thit  - 
he  wanted  to  divide  it  with  you  and  you  said  "I  think  the  feewUj 
$1,000,  and  he  offered  to  divide  it  with  me  '■  ? 

]Vfr.  BoLLiNG.  I  dcm't  know  that  he  said  it  in  those  words;  asmj 
recollection  serves  me,  sir,  he  said  he  was  going  to  "  take  care  "  of  me; 
I  think  that  is  the  expression  that  he  useoT 

The  Chairman.  Did  vou  have  any  talk  with  Mr.  Meehan,  of  th 
department  or  bureau  oi  investigation  on  this  matter? 

Mr.  B()ixiN(j.  Yes,  sir. 

The  Chairman.  Showing  him  your  deposit  books? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  Oi)ened  the  safe  and  showed  him  where  they  were 
and  left  the  room  and  permitted  him  to  examine  them,  did  yout 

Mr.  BoLLiNG.  I  don't  remember  that  I  said  that,  sir,  but  1  g*"" 
him  everything  I  had  there. 

The  Chairman.  Did  you  tell  Mr.  Meehan  anything  about  thii 
bending  rolls  proposition? 

Mr.  BoLLiNG.  I  think  I  did.    I  don't  remember.    I  think  I  did  80. 

The  Chairman.  About  this  profit  on  the  house  for  charges  and 
extras? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  You  state  you  mentioned  that  to  him? 

Mr.  BoLLiNG.  I  think  I  did. 

The  Chairman.  When  was  that  conversation? 

Mr.  BoLLiNG.  Why,  in  the  office  of  the  Shipping  Board  in  Wtf»*' 
ington. 

The  Chairman.  His  office  or  yours? 

Mr.^BoLLiNo.  That  I  don't  remember,  sir;  probably  mine. 

The* Chairman.  The  final  payment  was  made  in  August,  1M8' 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  August  5? 

Mr.  BoLLiNG.  Yes,  sir. 
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^e  Chairman.  Did  vou  borrow  any  money  between  February 

1918,  and  Au^st  5, 1918,  from  Mr.  Sands? 

Hr.  Rolling.  Yes,  sir:  I  borrowed  $300  from  him,  I  have  for- 

fcten  the  date  on  that ;  I  think  it  was  May. 

rhe  Chairman.  Will  you  refer  to  your  statements  which  you  sent 

',  if  vou  have  it  there,  and  see  what  it  is,  on  page  4  ? 

tfr.'BoLLiNO.  May  21,  1918,  I  borrowed  $800  frftm  Mr.  Sands. 

rhe  Chairman.  May  21,  1918? 

tfr.  BoixiNG.  Yes,  sir. 

The  Chairman.  Was  that  a  personal  loan? 

kfr.  Rolling.  That  was  a  personal  loan. 

The  Chairman.  You  gave  him  your  note  for  it  ? 

At,  Rolling.  Yes,  sir. 

rhe  Chairman.  When  did  you  repay  that  ? 

Ir.  Rolling.  I  paid  that  July  14, 1919. 

Tie  Chairman.  How  did  you  pay  it  ? 

Ir.  Rolling.  By  check. 

Tie  Chairman.  You  got  the  canceled  check  ? 

£r.  Rolling.  Yes,  sir  [producing  check  1. 

'he  Chairman.  Canceled  check  dated  "Washington,  D.  C,  July 

1919,  No.  124.  The  Commercial  National  Bank  of  Washington, 
C  Pay  to  the  order  of  T.  K.  Sands,  321,"  in  figures,  "Three 
idred  and  twenty-one,"  in  writing,  "no  one-hundred  dollars." 
3ied, "  R.  W.  Boiling,"  indorsed  upon  the  back  is  "  T.  K.  Sands," 
t? 

At,  Rolling.  Yes,  sir;  "  T.  K.  Sands." 
rhe  Chairman.  "  T.  K.  Sands  "  ? 
At,  Rolling.  Yes. 

^e  Chairman.  How  was  it  you  paid  him  the  full  amount  of  that 
e  when  he  still  owed  you  $100,  didn't  he  ? 

fr.  Rolling.  I  did  not  pay  him  that,  sir,  until  a  year  afterwards. 
s  whole  matter  came  up  in  the  meantime. 
te  Chairman.  Didn't  pay  him  until  July,  1919? 
r.  Rolling.  That  is  right,  sir. 
he  Chairman.  How  long  was  the  note  for  ? 
r.  Rolling.  I  could  not  remember  that,  sir.    It  was  probably  on 
and;  I  don't  know. 

he  Chairman.  He  was  willing  to  loan  you  money  when  he  owed 
money  ? 

fr.  Rolling.  Yes,  sir. 

he  Chairman.  Were  you  willing  to  borrow  money  and  give  him 
^te  when  he  owed  you  some  money  ? 
fr.  Rolling.  Yes,  sir. 

he  Chairman.  Why  didn't  you  ask  him  for  further  payment  on 
>unt? 

'r.  Rolling.  I  should  have;  T  ha ve^ thought  of  that  same  thing 
*If,  sir;  but  I  don't  know  why  I  didn't  or  why  that  transaction 
^  place.  Mr.  Sands  had  loaned  me  money  from  time  to  time 
'  often ;  he  was  my  banker ;  I  had  no  other  banker.  I  have  had 
ii^ds  of  transactions  with  him  personally,  and  in  his  capacity 
^  officer  of  the  bank,  and  Sands  had  loaned  me  money  even  with- 
^^lything. 

^^  Chairman.  Without  any  security? 
^-  Rolling.  Yes,  sir. 
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The  Chairman.  Or  without  a  note? 

Mr.  BoLLiNO.  Yes,  sir;  he  had. 

The  Chairman.  Now,  were  you  in  Mr.  Sands's  rooms  in  the  1 
lard  Hotel  about  this  time? 

Mr.  BoLiiiNG.  Well,  sir,  it  is  only  from  memory,  I  was  in 
Sands's  room  from  time  to  time,  not  very  often,  but  I  have  undoi 
edly  been  in  his  rooms  between — sometime  during  the  year  1918. 

The  Chairman.  Did  you  ever  discuss  the  matter  of'  contracts  w 
the  Shippin*?  Board  with  him? 

Mr.  Boij.iNG.  Never. 

The  Chairman.  Did  you  ever  see  Mr.  Cranor  in  there? 

Mr.  BoLLixcj.  I  don't  remember,  I  may  have  seen  Mr.  Cranor  thi 

The  Chairman.  About  this  time? 

Mr.  BoLLiNo.  I  have  seen  Mr.  Cranor  at  the  Willard  Hotel.  II 
dinner  with  Mr.  Cranor  during  this  bending-roll  transaction,  bi 
think  that  T  saw  him  around  the  Shipping  Board  afterwards.  I  mi 
have  seen  him  in  Mr.  Sands's  room,  and  I  may  not:  I  don't  reniem 

The  Chairman.  During  the  bending-roU  transaction  you  di 
with  Mr.  Cranor  at  the  Willard  Hotel? 

Mr.  BoLLiNG.  I  think  the  night  after  he  had  asked  me;  he 
vited  me  to  dine  with  him. 

The  Chairman.  Was  Mr.  Sands  at  that  dinner?- 

Mr.  BoLLiNG.  No.  sir. 

The  Chairman.  Did  you  ever  discuss  with  Mr.  Cranor  the  ran 
of  a  contract  between  the  Shipping  Board  and  the  Downey  J^ 
buildinjr  Co.  or  the  Providence  Engineering  Co.? 

Mr.  BoLLiNG.  It  was  never  mentioned  to  me  by  Mr.  Cranor; 
sir. 

The  Chairman.  Did  he  tell  vou  that  the  Providence  Enginee 
(^o.  was  endeavoring  to  secure  a  contract? 

Mr.  BoLLiNo.  Never,  sir. 

The  (^HAiRMAN.  Didn't  talk  about  Shipping  Board  matters  a 
at  that  dinner? 

Mr.  BoLLiNG.  No.  sir. 

The  Chairman.  Just  you  and  he  together? 

Mr.  Bulling.   Vos,  sir:  that  is  right,  sir. 

The  Chairman.  Nobody  else  present? 

Mr.  BcuxiXG.  Nobody  else  present. 

The  Cifairman.  Did  you  ever  see  a  Mr.  Fuller  at  Mr.  Sar 
office  or  rooms  in  the  AA^illard  Hotel? 

Mr.  BoLLiNG.  Not  to  mv  recollection,  sir.  If  so,  he  was  no 
evidence.    I  never  saw  him. 

The  Chairman.  Never  saw  him? 

Mr.  BoLLiNG.  Never,  sir. 

The  Chairman.  Ever  spe-ak  to  him  as  you  were  going  in  the 
or,  as  you  were  coming  out  and  he  was  going  ih  Mr.  Sands's  rpc 

Mr.  Bulling.  Absolutely  not,  sir. 

The  Chairman.  Never  had  any  conversation  with  him  at 
Sands's  apartments  at  the  Willard? 

Mr.  Bulling.  Never,  sir. 

The  Chairman.  Did  you  ever  receive  in  Mr.  Sands's  apart 
in  the  Willard  Hotel,  from  Mr.  Sands,  a  check? 

Mr.  BoLLiNG.  Never,  sir.    Xbsolwtely  not. 
The  Chairman.  Never  cVid'* 
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Mr.  B0LX.1NG.  Never  did  any  business  in  Mr.  Sands's  rooms  of  any 

nd.     Any  transactions,  financial  or  any  other  kind,  were  always 

the  bank. 

rhe  Chairman.  And  all  these  loans  that  you  have  described,  from 

•.  Sands,  these,  numerous  transactions  of  a  financial  character  that 

1  have  had  with  Mr.  Sands,  always  took  place  at  the  bank? 

Hr.  Booking.  Always,  sir. 

[Tie  Chairman.  Never  at  his  house? 

klr.  BoLi.iNG.  With  the  exception  of  the  house;  that  was  settled 

the  house. 

The  Chairman.  I  mean,  when  he  loaned  vou  monev. 

Mr.  Bulling.  Yes,  sir;  always  at  the  bank. 

rhe  Chairman.  Always  at  the  bank  ? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Never  in  the  Shipping  Board  office? 

Mr.  BoLLiNG.  Never,  sir;  and  Mr.  Sands,  to  my  knowledge  has 

ver  been — I  have  no  recollection  of  his  having  been  in  my  office. 

The  Chairman.  In  the  Shipping  Board? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Jsow^  did  you  ever  hear  Mr.  Sands  or  Mr.  Cranor 

Y  anything  anywhere  prior  to  August  1,  1918,  anything  about 

bablishing  credit  for  the  Dow^ney  Shipbuilding  Corporation  or  the 

■evidence  Engineering  Corporation? 

Mr.  Bulling.  No,  sir. 

The  Chairman.  Never  discussed  that  with  you  ? 

Mr.  BoLLiNG.  No,  sir;  never. 

The  Chairman.  Did  you  ever  meet  Mr.  Wallace  Downey? 

Mr.  BoLLiNG.  I  think  I  have  met  Mr.  Downey.     I  know  him  by 

ribt;  he  lias  been  pointed  out  to  me.     I  think  I  have  met  him. 

The  ("hairman.  When  did  you  first  meet  him? 

Mr.  Bulling.  Oh,  it  must  have  been  sometime  in  1918.     I  have 

aver  seen  him  since. 

The  Chairman.  Do  you  remember  where  you  met  him? 

Mr.  Bulling.  I  think  I  met  him  in  the  Shipping  Board  Building; 

!X)bably  in  the  hall ;  I  don't  remember  who  introduced  him,  if  I  met 

m;  I   don't  remember  the  circumstances;   but   I   remember   Mr. 

owney  because  he  limps,  and  that  is  the  way  I  remember  him; 

herwise,  I  w^ould  not  know'  him  if  I  would  see  him-now^ — that  is 

e  only  time. 

The  Chairman.  What  was  the  occasion  of  your  meeting  him? 

Mr.  Bulling.  Nothing,  no  particular  occasion. 

The  Chairman.  Who  introduced  you? 

Mr.  BoLLiNG.  There  were  several  men  with  him  at  the  time;  I 

uld  not  tell  you. 

The  Chairman.  What  time  in  1918  ? 

Mr.  BoixiNG.  I  could  not  say  that,  sir. 

The  Chairman.  Might  it  have  been  in  the  spring  ? 

Mr.  BoLLiNG.  It  might  have  been ;  yes,  sir. 

The  Chairman.  Did  vou  ever  meet  him  in  Mr.  Sands's  apart- 

■^nt  at  the  Willard  ? 

Mr.  Bulling.  Never  did,  sir. 

The  Chairman.  Sure  of  that  ? 

Mr,  BuLiJNG.  Absolutelv,  sir. 
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^  The^  Chairman.  Well,  on  these  several  times  you  visited 
Sands's  apartment  at  the  Willard,  would  not  there  be  other  g( 
men  there  ? 

Mr.  BoLLixG.  There  would,  sir. 

The  Chairman.  Was  not  Mr.  Sands  quite  busy  in  his  apartme 
in  the  Wilhird  with  people  coming  in  to  see  him.,  in  and  out  J 

Mr.  BoLLixG.  I  think  he  was. 

The  Chairman.  He  seemed  to  be  transacting  business  there? 

Mr.  15()ijjN(}.  Yes,  sir;  to  a  certain  extent. 

The  Chairman.  Did  he  ever  transact  any  business  with  youtherel 

Mr.  Boij.iNCr.  None,  sir. 

The  Chairman.  Did  you  ever  talk  over  any  business  matters 
financial  transactions  with  him  there? 

Mr.  BoiJjNo.  We  talked  over  one  matter  there:  Mr.  Sisler 
interested  or  was  trying  to  get  started  in  a  gnivel  concern — somethii^ 
at  Hladensi)nr£r,  Md. — and  Sisler  was  asking  me  if  I  would  not  gij 
into  it,  and  I  think  he  asked  Sands,  and  we  were  there  one  night  andl 
talked  over  this;  that  is  the  only  time  I  remember  talldng  any  busi-j 
ness  with  Mr.  Sands  there. 

The  Chairman.  When  might  that  have  been,  Mr.  Boiling? 

Mr.  HoLLiNo.  I  think  that  was  in  the  spring  of  1918,  sir.  I  hm 
not  given  you  the  date. 

The  Chairman.  F'ebruary,  March,  April,  or  May? 

Mr.  Rolling.  Somewhere  along  there,  I  should  say  that  it  was— it 
might  l)e  around  March  somewhere,  around  March.  I  don't  know. 
I  could  not  tell  vou  the  date. 

The  Chairman.  Did  you,  Mr.  Sisler,  Mr.  Cranor,  and  Mr.  Sands, 
in  Mr.  Sands's  apartment  at  the  Willard  Hotel,  or  anywhere  else  in 
Washington  or  elsewhere,  ever  have  a  conference  or  a  talk  or  conver- 
sation which  resulted  in  an  agreement  or  an  undei*standing  that  you 
and  Mr.  Sisler,  together  or  individually,  were  to  use  your  influence 
to  secure  a  contract  for  the  Downey  shipbuilding  Corporation  or 
the  Provirlentre  Engineering  Corporation  with  the  Shipping  Board 
or  Emergency  Fleet  Corporation  whereby  vou  were  to  share  in  i 
conmiission  or  a  l)onus  or  a  gift  or  a  bribe  of  $40,000? 

Mr.  Boij.iNCi.  Ahsolutelv  not. 

The  Chahoian.  When  first  did  you  hear  anything  about  that? 

Mi*.  lioMjx(;.  When  it  was  mentioned  in  anonymous  letters 
coupled  with  a  threat  that  my  name  would  be  brought  into  it. 

The  Chairman.  Did  you  receive  the  anonymous  letter? 

Mr.  BoLLiNi;.  The  first  letter  went  to  Mr.  Tumulty;  the  seconc 
letter  went  to  Mr.  McAdoo. 

The  Chairman.  AAlien? 

Mr.  Polling.  T  should  say  around — the  first  letter  around  Octo 
her  1,  IDls;  and  the  second  one  I  have  is  October  7,  1918. 

The  Chairman.  AVhere  did  you  get  the  second  anonymous  letter! 

Mr.  BoLLiNo.  This  letter  was  sent  to  me  by  Mr.  McAdoo. 

The  Chairman.  Mr.  William  G.  McAdoo? 

Mr.  1^()LMN(;.  Not  directly  to  me;  it  was  sent  to  my  brother,  am 
he  delivered  it  to  me. 

The  Chairman.  Who  was  your  brother? 

Mr.  Rolling.  Mr.  R.  E.  Boiling. 

The  Chairman.  What  does  he  do? 
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Mr.  BoLUXG.  He  is  president  now  of  the  Commercial  National 
>ank. 

The  Chairman.  In  Washington? 

Mr.  BoiiLiNO.  In  Washington ;  yes,  sir. 

TBe  Chairman.  Was  he  an  officer  of  the  bank  when  Mr.  Sands  was 
president  of  it? 

Mr.  BoLLiNo.  No,  sir;  he  came  in  after  Mr.  Sands  had  left  the 
l>ank. 

The  Chairman.  Was  he  a  director  or  stockholder  in  it? 

Mr.  BoLUNG.  No,  sir;  not  interested  in  it. 

The  Chairman.  When  did  he  come  into  it? 

Mr.  B01.IJNG.  I  can't  say;  I  can  get  that  date  for  you,  sir,  ex- 
;-.  Vctly;  I  think  around,  I  should  say,  November  1,  1918,  on  a  guess; 
^  Chat  is  pretty  close  to  it. 

tT       The  Chairman.  Your  brother  handed  you  that  letter? 
^         Mr.  BoLLiNO.  Yes,  sir. 

The  Chairman.  And  told  you  that  Mr.  McAdoo  had  given  it  to 
Tiim? 

Mr.  BoLMNG.  Yes,  sir. 

The  Chairman.  May  I  see  it,  please? 

Mr.  BoLMNG.  Yes,  sir  [handing  same  to  chairman]. 

The  Chairman.  Do  you  know  whether  Mr.  McAdoo  ever  saw  this 
letters- 
Mr.  BoLLiNG.  I  assume  that  he  did,  sir.     I  don't  know  whether 
that  letter  went  registered  or  not,  it  looks  as  if  it  might  have;  I 
see  no  registry  mark  on  it;  it  has  12  or  14  cents  stamps  cm  it. 

The  Chairman.  Do  you  know  how  an  anonymous  letter  could 
have  been  registered  without  ascertaining  who  sent  it? 

Mr.  BoLLiNo.  No,  sir:  I  do  not. 

The  Chairman.  It  might  have  been  sent  by  si)ocial  delivery? 

Mr.  BoLLiNG.  Yes,  sir;  I  see  there  is  no  registry  on  it  to  show. 

The  Chairman.  When  was  that  letter  turned  over  to  you  by  your 
brother? 

Mr.  BoLONG.  I  went  to  Euro[>e  on  November  14,  1918,  and  that 
letter  was  turned  over  upon  my  return,  about  the  middle  of  Febru- 
ary, 1919,  but  I  had  previously  been  given  one  by  Mr.  Tumulty. 

The  Chairman.  Why  is  that? 

Mr.  BoLLiNG.  That  letter  I  tore  up,  unfortunately.    It  was  a  type- 
written letter,  not  signed:  it  was  sent  to  Mr.  Tumulty,  and  he 
called  me  up  and  I  went  over  to  see  him  and  he  threw  tlie  letter  on 
the  table  and  said,  "  Read  that."    I  read  it ;  I  told  him  there  was  no 
truth  in  it,  and  I  asked  him  what  I  would  do  about  it,  and  he  said: 
"I  would  tear  it  up  and  forget  it."    So  I  tore  the  letter  u]).     He 
said  :  "  Well,  I  get  a  lot  of  anonymous  letters,  and  T  usuallvtear  them 
up,  because  I  pay  no  attention  to  anonymous  letters."    But  after  I 
went  down  to  the  office,  thinking  about  it,  I  thought  I  would  go  to 
the  Department  of  Justi' e  with  it,  so  T  went  there  and  saw  the  As- 
sistant Attorney  General,  and  I  told  him  about  the  letter,  and  he 
said  that  it  was  very  unfortunate  that  I  had  torn  it  up:  and  T  told 
.   him  what  the  letter  contained. 

The  Chairman.  Along  the  same  lines? 

Mr.  BouJNG.  Along  exactly  the  same  lines;  yes,  sir. 

The  Chairman.  Was  it  written  on  any  particular  letterhead? 
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Mr.  BoixiNo.  It  was  written  on  a  very  cheap,  coninion  pia-eof 
paper,  and  written  on  a  typewriter  and  not  signed;  of  course,  justj 
typewrote. 

The  Chairman.  What  was  the  post  mark^ 

Mr.  B01.LING.  No  post  mark.  It  was  brought  to  the  White  Houa^i 
so  Mr.  Tumulty  told  me,  by  an  old  man,  but  by  the  time  hegotil 
this  fellow  had  gotten  away.  He  tried  to  catch  him,  but  he  wn 
not  quick  enounrh,  he  could  not  get  him,  but  upon  inquiry  from  tb 
guards  there,  they  found  this  old  fellow  had  brought  it  up  theit 

The  Chairman.  ^\'hat  was  the  occasion  of  your  going  to  Europe! 

Mr.  Rolling.  1  went  over  with  Mr.  Edward  M.  Hurley. 

The  Chairman.  In  connection  with  the  peace  conference? 

Mr.  BoLLiNo.  Xo^  no ;  in  connection  with  helping  Mr.  Hurley  oat 
with  his  work.  Yes;  he  went  over  at  the  time  of  the  peace  confer- 
ence. 

The  Chairman.  You  were  there  while  the  peace  conference  vm 
on^ 

Mr.  BoLLiNG.  A  Dart  of  it ;  yes,  sir. 

The  Chairman.  Mr.  Hurley  was  a  shipping  expert  or  something 
of  that  nature? 

Mr.  BoLLiNG.  He  was  the  chairman  of  the  board. 

The  Chairman.  Yes;  but  in  the  peace  conference  was  he- 
Mr.  BoLLiNG.  He  had  several  shipping  matters  to  attend  to  there- 

The  Chairman.  AVhat  were  you  doing,  what  were  vou  helping 
with  ? 

Mr.  BoixiNG.  I  was  attending  to  all  of  his  disbursements,  every- 
thing for  the  party. 

The  Chairman.  What  party? 

Mr.  BoLLiNG.  Mr.  Hurley  took  Mr.  Barbour,  who  was  his  secr^ 
tarv. 

the  Chairman.  Who? 

Mr.  BoLLiNG.  Mr.  Barbour,  his  secretary,  and  Mr.  Bailey,  and 
think  that  is  all,  and  Mr.  Hurley,  and  later  Mr.  Robinson  cameov^^ 
who  was  afterwards  a  commissioner  in  the  Shipping  Board. 

The  Chairman.  AVhere  did  you  go  in  Europe? 

Mr.  BoLLiNG.  I  went  to  Ijondon,  stayed  one  day  and  then  we^ 
to  Paris  and  stayed  there  the  rest  of  the  time. 

The  Chairman.  AVhere  did  Mr.  Hurley  ffo,  if  you  know? 

Mr.  BoLLiN(}.  Mr.  Hurley  went  to  London  and  Paris  and  the* 
went  u])  to  a  j^lace  called  Treves,  at  the  time  of  the  arrangement  fc^ 
the  (lerman  tonnage  to  bring  the  troops  back. 

The  Chairman.  It  was  in  connection  with  Shipping  Board  bus^ 
ness  and  matters,  Mr.*  Hurley  became  one  of  the  fedvisers  to  the  peac: 
committee,  as  you  understood  it? 

Mr.  B(nxiN(;.  T  understood  it  that  w^ay. 

The  Chairman.  Did  he  come  back  with  you? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Who  acted  as  assistant  treasurer  in  your  absenci^ 

Mr.  BoLLiNG.  Mr.  Luckett,  who  is  assistant  treasurer.  He  is  1^ 
sistant  treasurer  now  in  charge  of  the  Division  of  Construction. 

The  Chairman.  Have  vou  ever  talked  with  Mr.  McAdoo  alx^' 
this  letter? 

Mr.  BoLLiNG.  I  never  have. 

The  Chairman.  Never  Yiave^ 
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-  >f  r.  BoLLiNO.  I  have  never  seen  him  since  I  got  that  letter. 

The  Chairman.  Since  February  7,  1918,  you  have  never  seen  or 
g^lked  with  Mr.  McAdoo  ? 

Mr.  BoLLiNG.  Not  in  connection  with  that ;  no,  sir.    I  have  never 
p^entioned  that  to  Mr.  McAdoo. 
^  The  Chairman.  Has  he  ever  pientioned  it  to  you  ? 
L^  Mr.  BoLLiNG.  No,  sir:  there  was  no  conversation  on  the  subject     I 
K^ve  not  seen  Mr.  McAdoo. 

t     The  Chairman.  Who  is  this  assistant  attornev  general  that  you 
p^keto? 

V^  Mr.  BoLLiNG.  Mr.  Thompson — Mf.  Huston  Thompson, 
t*     The  Chairman.  Is  he  now  on  the  Federal  Trade  Commission  ? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Chairman  of  the  board  ?  .        .  .  ' 

Mr.  Rolling.  I  think  not;  he  is  a  member  of  it — vice  chairman, 
tiat  is  what  he  is.       ' 

The  Chairman.  How  long  have  you  had  this  letter? 
Mr.  BoLLiNG.  I  have  had  it  since  February,  1919. 
The  Chahiman.  Since  February,  1919  ?  • 

Mr.  BoLUNG.  Yes,  sir. 

The  Chairman.  Since  you  have  had  the  letter,  have  you  talked 
with  Mr.  McAdoo? 
Mr.  BoLUNG.  No,  sir ;  I  have  never  mentioned  it  to  Mr.  McAdoo. 
The  Chairman.  No,  no ;  I  mean  since  you  have  had  the  letter,  have 
you  talked  with  Mr.  McAdoo  about  anythincr?    Have  you  met  him 
or  seen  him  since  February,  1919  ? 

^  Mr.  BoLUNG.  I  think  I  must  have  seen  him  cmce,  probably,  or  twice 
*^that;yes,  sir. 

The  Chairman.  Was  this  letter  ever  turned  over  to  the  Depart- 
*»^t  of  Justice? 
Mr.  BoixiNG.  I  showed  that  letter  to  Mr.  Huston  Thompson  ? 
The  Chairman.  This  was,  of -course,  some  time  after  you  had  told 
^^  *'>out  the  one  that  you  destroyed  ? 
^'  BoLLmG.  Yes,  sir. 
j^'ie  CitAiRMAN.  Did  he  take  it? 
tJ'*'  ?P^^>'0-  H^  *^^^k  it  and  read  it ;  yes,  sir. 
Af     fJ^JAiRMAN.  Did  you  leave  it  with  him  ? 

Th    ^^^^^^^'  ^^  ^^^^  ^™^  he  had  left  the  Department  of  Justice. 
of  th  ^  ^^'^I'^MAN.  I  mean  have  you  shown  this  letter  to  any  official 
Mr  ^^Part"^®^^  o^  Justice,  Mr.  Boiling? 
Tj^'  Rolling.  No,  sir;  I  don't  think  they  have  seen  that  letter. 
traced  S-^^a^?^^^v  ^'^d  you  have  made  no  effort  to  trace  or  have 
\f^^  ^^e  origin  of  this  letter? 
'pi  '  *^c>ix,iNG.  No,  sir. 
-^f^  -^HAiRMAN.  It  is  a  difficult  matter  to  trace  anonymous  letters?" 

J^Yi '   ^^OLIJNG.    It  is. 

\lj,    ^^HAiRMAN.  It  has  been  done,  though,  hasn't  it? 

•pj  '  Polling.  I  expect  it  has,  sir. 

^l^     Chairman.  It  can  not  be  done  unless  an  effort  is  made? 
^onthk   ^^i-LiNG.  Yes,  sir.    That  letter,  of;  course^  was  about  three 

X^i    ^  old  when  I  got  it.    It  was  October  7,  and  I  got  it  in  February. 
jrotjv^    Chairman.  Do  you  know  when  Mr.  McAdoo  gave  it  to  your 
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Mr.  BoLLiNO.  I  don't,  sir;  but  I  can  establish  that.  I  think  it  wii 
mailed  to  my  brother  with  a  letter. 

The  Chairman.  From  Mr.  McAdoo? 

Mr.  Bou.iNO.  I  tl,iink  so;  I  am  not  sure;  I  would  not  swear h 
that,  sir. 

The  Chairman.  Did  your  brother  tell  you  why  Mr.  McAdoo  sot 
it  to  him  rather  than  to  you  ? 

Mr.  BoLLiNG.  Well,  I  was  away  at  the  time,  sir. 

The  Chairman.  You  were  in  Europe? 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman.  I  see.  You  have  heard  about  this  anonymou 
letter — is  that  all  you  have  heard  about  it? 

Mr.  BoLLiNG.  1  es,  sir. 

The  Chairman.  I  think  we  will  have  it  read  into  the  record. 

Mr.  BoLLiNG.  If  you  ^an  read  part  of  it,  sir,  I  can  not  make  an 
sense  of  it;  that  is,  right  here  [indicating]. 

The  Chairman  (reading) : 

.HoTET,  McAlpw. 
Broadway  at  34th  Street,  New  York  Cifn 
J  J.  yi.  Roomer 

Marumiiisr  Director. 
Hon  W  (J  McAdo 

Deau  Sir:  Ask  Howlinj:  of  the  Shipping  Board  about  that  Forty  Th"us 
Doll.irs  he  received  from  the  Doling  Sliip  Building  Company — of  which  a 
(M'd  is  in  tlie  Book  of  the  (^omerslnl  Bank  in  D  C  the  Bank  Ex«mineTs 
in  their  now  Mr  bands  has  been  indited  and  if  he  has  to  tell  he  will  not  s] 
anyone.  It  wont  look  so  good  in  print  Mr.  Wilson  Brother  in  Law  mixcn 
in  a  Scandle  use  your  own  judement  about  this  It  look  the  comptrole 
curnesy  want  to  have  same  scandle.  If  so  ask  Williams  about  his  cotien 
I^st  week  Send  for  the  banks  book  and  see  for  yourself.  It  has  lM»eii 
poseable  to  see  you. 

I  am  realy  and  old 

Fbeiexd 

The  Chairman.  On  the  envelope  appears  the  ix)stmark  ''Oci 
7,  2  p.  ni.,  G.  P.  ().,  1918,"  containing  two  5-cent  postage  stamps 
one  '^cent  postage  stamp.  "•'  Hotel  AlcAlpin,  Broadway  at  Tl 
fourth  Street,  New  York  City."  Addressed  "  Hon.  William  G 
Adoo,  Sectreary  of  U  S  Treasurer,  Washington,  D.  C." 

Written  obliquely  in  the  left-hand  margin  of  the  envelope  i 
word  '' Personal."     Figures  "99-11"  in  lead  pencil.     Postm: 
'^Washington,  October  7,  11.30  p.  m.,  D.  C,  1918."    With  a 
stamp,  ''  October  8th,"  the  time  being  illegible,  the  lead-pencil  I 
''  4  "  on  the  back  of  the  envelope. 

You  say  this  is  the  second? 

Mr.  Boij.iNG.  That  is  the  second  anonymous  letter. 

The  Chairman.  The  second  anonymous  letter? 

Mr.  BoLiJNG.  Yes,  sir. 

The  Chairman.  Is  there  anything,  as  you  recall  it,  about  th 
letter,  its  language  or  j^hraseology  different,  though  it  were  in 
writing,  which  would  indicate  whether  both  were  written  by  the 
person?  i  •   j  • 

Mr.  Boij.iNa.  It  wns  right  along  the  same  line,  except  thj 
Williams  was  not  mentioned.  I  don't  think  that  the  other  wa 
spelled  as  this  one  is. 

The  Chairman.  Have  you  ever  investigated  to  see  who  migh 

sent  that  letter? 
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T^    Mr.  BoLLiNO.  Xo,  sir;  I  have  not. 
f      The  Chairman.  Do  you  know  of  anybody's  handwriting  it  re- 

tsembles? 
Mr.  BoLUNo.  No,  sir. 
;:  J      The  Chairman.  Did  Mr.  Sands  ever  pay  voii  $1,800,  or  any  such 
Hr«Din  as  that,  in  connection  with  any  transaction  of  any  nature  what- 
J  «Fer  relating  to  a  shipbuilding  contract  of  the  Providence  Engineer- 
\   iBg  Cor|)oration  or  the  Downey  Shipbuilding  Corporation? 

Mr.  BoLLiNG.  Absolutely  not. 
.!^      The  Chairman.  Is  that  the  exact  letter  that  you  wrote  to  Mr. 
-p  Sands  [indicating]  ? 

Mr.  BoLLiNO.  Yes,  sir ;  I  have  a  copy  of  this. 
,       The  Chairman.  This  is  the  original? 
r       Mr.  BoLUNo.  I  say  I  have  a  copy  of  it  here. 

V       The  Chairman.  No  ;  I  am  asking  you  if  that  is  the  original  letter 
-;    that  you  sent,  Mr.  Boiling  ? 

Mr.  BoiJ.iNG.  Yes,  sir ;  and  here  is  a  copy  of  it. 
I.        The  Chairman.  I  don't  care  anvthing  about  the  copies  when  we 

have  the  original.    This  was  dated  ^October  18,  1918. 
»  '^Dear  Mr.  Sands."     You  needn't  put  this  letter  in,  as  it  has 

p      already  been  put  in  our  record:  and,  Mr.  Boiling,  if  you  will  follow 
;:      •long  and  see  if  you  remember  it  ["reading  samel. 
I  This  is  signed  "R.  W.  B.— *:.  J.  F."     "E.  J.  F.-  being  your 

r      ^nographer  ? 

Mr.  BoLLiNG.  Mystenographer ;  yes,  sir 

The  Chairman.  What  was  the  occasion  of  your  writing  that  letter 
to  him? 

Mr.  BoLUNG.  Why,  Mr.  Sands  importuned  me  to  help  him  in  this 
indictment  that  was  coming  up — wanted  me  to  go  to  the  President 
about  it.  I  told  him  that  T  would  not  go  to  the  President,  that  I 
could  not  go  to  the  President,  that  it  would  do  him  no  good,  and 
that  the  President  would  not  interfere,  and  if  I  was  in  his  fix  myself 
the  President  would  not  interfere;  and  unU^ss,  and  fearing  tluit  he 
would  not  understand  it,  I  put  it  in  writing.  Mrs.  Sands  called  me 
up  on  the  phone  time  and  time  again  and  aske<4  me  to  intercede  for 
MT.  Sands  for  her,  and  I  wouhl  have  been  very  ghid  to  do  any- 
thing that  I  could  for  Mr.  Sands,  but  I  wouhl  not  do  that,  and  I 
did  not. 

The  Chairman.  AVlien  did  he  ask  you  to  do  this? 
Mr.  BoLLiNG.  I  should  say,  sir,  all  the  way  from  October  1 — 
aroimd  October  1,  probablv  a  little  bit  before,  until  that  date. 
The  Chairman.^  To  October  IH? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  This  reference  to  a  talk  last  night,  "  When  you 
desired  to  have  me  intervene  in  your  behalf  "  ? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Did  3^ou  have  a  talk  on  the  night  of  October  17, 
1918? 
JMr.  BoLLiNG.  Yes,  sir. 
The  Chairman.  Where? 

Mr.  BoixiNO.  I  think  in  Mr.  Sands's  rooms;  Mr.  Sands  asked  me 
to  come  down  there  and  see  him:  Mr.  Sands  called  me  up  on  the 

Fhone  and  asked  me  to  come  down  there,  that  he  wanted  to  see  me,  so 
went  down^  and  this  is  what  he  wanted  to  see  me.  «l\>o\\1. 
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The  Chairman.  Had  he  been  indicted  at  that  time? 

Mr.  BoLLiNG.  No,  sir;  I  think  not. 

The  Chairman.  The  18th  of  October? 

Mr.  B(»LLix(;.  I  don't  know  when  the  indictment  came  out;  I 
think  about  that  time— shortly  thereafter  it  came  out. 

The  Chairman.  Was  not  he.  as  a  matter  of  fact,  indicted  in 
September  i 

Mr.  BoLLiNCJ.  Well,  he  may  have  been,  but  I  don't  think  it  had  come 
out.  I  didn't  pither  from  him  that  it  had.  It  might  have,  but  I 
don't  think  so. 

"''      "  ^^*  ^     ou  ever  see  anvbody  in  his  behalf! 

,  I  did ;  yes,  sir ;  one  man. 

The  Chairman.  Whom? 

Mr.  BoLi.iNG.  Sands  came  to  see  me,  I  can  not  give  you  the  date 
exactly,  but  around  the  1st  of  October,  I  believe;  I  can  determine 
that  elate  probably,  about  September  28  or  29,  at  my  home,  the  first 
that  I  hacl  heard  of  his  trouble,  and  he  was  almost  crazy,  in  mental 
agony,  and  asked  me  if  I  would  go  wnth  him  and  go  over  and  see 
Senator  Owen.  I  told  him  I  didn't  even  know  Senator  Owen.  Well, 
he  said,  ''I  want  you  to  go  over  there,  they  are  just  persecuting  me 
down  there  in  the  bank,  the  bank  examiner,  and  hear  what  I  have 
got  to  say  to  Ow^en,''  and  I  went  over  and  listened  for  aboilt  an  hour 
and  that  is  about  all  that  I  did. 

The  Chairman.  Did  you  see  Senator  Owen? 

Mr.  BoLLiNo.  Yes,  sir;  I  did. 

The  Chahjm AN.  Where? 

Mr.  BoijjNG.  In  his  apartment  in  Washington. 

The  Chairman.  Where? 

Mr.  BoLLiNG.  I  can  not  remember  the  name  of  the  building.  It 
is  the — well,  it  is  on  Columbia  Road,  near  Nineteenth,  put  it  down— 
the  Altamont,  at  the  time. 

The  Chairman.  What  did  vou  ask  him  to  do? 

Mr.  BoLiJNG.  I  did  not  ask  him  a  thing.  Sands  recited  his  story 
to  him  at  that  time. 

The  Chairman.  You  just  stood  there  and  listened  to  it? 

Mr.  BoLiJNo.  I  listened  to  the  storv. 

The  Chairman.  Were  you  introduced  to  the  Senator? 

Mr.  Boij.iNG.  Yes,  sir. 

The  Chairman.  What  did  the  Senator  say? 

Mr.  BoLLiNG.  Well,  the  Senator  listened  and  said — ^he  seemed  ft 
be  very  sympathetic,  I  don't  know  that  he  promised  to  do  anything. 
That  is  the  only  thing  that  I  ever  did  for  Mr.  Sands,  and  1  abso- 
lutely thought  that  morning — I  thought  he  would  go  crazy  ii  I 
didn't  go  w  ith  him,  he  w^as  in  mental  agony.  \ 

The  Chairman.  What  did  he  tell  you  was  the  trouble? 

Mr.  BoLLiNG.  Well,  he  told  me  that  he  had  been  persecuted  by  the 
bank  examiner,  and  that  it  was  not  confined  to  him,  that  there  were 
several  other  people  that  complained,  and  that  he  wanted  me  to  hear 
the  story. 

The  Chairman.  What  was  the  story? 

Mr.  BoLLiNG.  Well,  really.  Sands  just  went  off  berating  the  bank 
examiners — there  was  nothing  about  a  charge,  the  charge  did  no^ 
come  out  at  all — to  Senator  Owen — but  his  w^hole  argument  was  that 
these  men  did  not  like  him  personally^  and  that  he  had  friction  with 
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lera  and  that  they  had  almost  come  to  blows  in  the  Comptroller  of 

urrency's  office,  and  that  they  had  it  in  for  him  and^that  he  was  an 

nocent  man  and  was  being  persecuted.    That  is  about  the  gist  of 

e  argument. 

The  Chairman.  Xow,  what  did  he  tell  you  on  the  night  of  October 

.  when  his  wife  telephoned  you  to  call  ? 

Mr.  BoixiNO.  That  he  wanted  me  to  go  to  the  President. 

The  Chairman.  For  what  ? 

Mr.  BoixiNG.  To  stop  this  indictment;  that  is  the  reason  I  didn't 

nk  it  was  out  at  that  time,  because  it  could  not  have  been  stopped. 

The  Chairman.  What  did  he  say? 

Mr.  BoixiNCw.  Well,  he  asked  me  to  go,  and  his  wife  asked  me,  and 

e  said  that  the  President  could  fix  this  thing ;  stop  it.    I  told  them 

at  if  he  could,  that  he  would  not ;  that  I  knew  him  too  well ;  that 

would  not  do  it  for  me  if  I  w'as  in  the  same  fix.    After  that  Sands 
i  not  threaten  me ;  I  w^ould  not  say  that  he  did  in  any  way,  shape, 

form,  but  he  intimated  or  said  that  my  name  might  become  con- 
cted  in  some  way  with  it  so  it  might  be  vfery  unpleasant. 
The  Chairman.  Well,  how  long  after  that  evening  of  October  17, 
18,  was  it  that  Mr.  Sands  intimated  to  you  that  something  un- 
easant  might  come  ? 

Mr.  BoLUNO.  Oh,  I  think  very,  very  shortly  thereafter;  it  might 
ive  been  even  before  that. 
The  Chairman.  You  think  it  may  be  before  ? 
Mr.  BoLXriNG.  It  may  have  been  even  before — no;  it  was  after; 
was  after.  • 

The  Chairman.  It  was  after? 
Mr.  BoLLiNo.  Yes. 

The  Chairman.  Was  it,  then,  after  you  wrote  him  this  letter  he 
Jought  your  help  ? 
tfr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  asked  vou  to  intercede  with  the  President? 
At,  Bolling.  Yes,  sir;  on  several  occasions. 

Che  Chairman.  How  many  times  prior  to  October  17, 1918,  had  he 
:ed  you  to  help  him  with  the  President? 
tfr.  Bolling.  Oh,  I  should  say,  three  or  four  times;  he  had  had 

wife  call  me  at  my  home. 

The  Chairman.  Well,  did  you  even  mention  this  matter  to  the 
esident  ? 

VIr.  Bolling.  No,  sir:  I  did  not,  not  at  that  time. 
The  Chairman.  Or  to  anybody  of  the  President's  family? 
Mr.  Bolling.  No,  sir;  not  at  that  time. 
The  Chairman.  Have  you  since? 

Mr.  Bolling.  Since  the  thing  has  come  out  in  the  papers  I  have,  sir. 
The  Chairman.  But  I  mean  you  haven't  mentioned  it  in  the  w^ay 

assisting  him? 

Mr.  B0LI.ING.  No:  the  first  that  they  heard  of  it,  sir — and  I  wish 
very  distinctly  understood — was  Sundav,  last  Sunday  week, 
ihe  Chairman.  Now,  you  knew  from  the  anonymous  letters  and 
lerwise  that  this  story  had  been  going  the  rounds,  didn't  you? 
Vfr.  Bou.iNG.  Yes,  sir. 

The  Chairman.  How  long  have  you  known — that  is,  how  long  ago 
s  it  that  you  first  heard  that  this  story  was  being  circulated  and 
ispered  about,  pointing;  toward  you? 


2990  SHIPPING  BOARD  OPERATIONS. 

Mr.  B()ij.iN(i.  You  mean,  referring  to  the  anonymous  letter  now! 

The  Chaiuman.  Xo,  sir. 

Mr.  BoLiiiNo.  You  mean  that  the  story  actually  came  out  about  itf 

The  Chairman.  No;  I  mean  when  was  it  that  you  first  knew  or 
heard  that  anylxKly  charged  you  with  participating  in  a  commissioB 
or  a  gift  or  a  bribe  in  connection  with  a  contract? 

Mr.  BoixiNo.  I  should  say  around  June  of  this  j^ear,  sir. 

The  Chairman.  June  of  this  year? 

Afr.  Bou.iNw.  Yes,  sir. 

The  Chairman.  That  was  the  first  that  you  had  heard  of  it? 

Mr.  BoLLixo.  Yes,  sir. 

The  Chairman.  When,  were  you  appointed  treasurer? 

Mr.  BoLLiNc;.  I  was  appointed  treasurer  May  1. 

The  Chairman.  May  1? 

Mr.  BoLLTNG.  Yes,  sir. 

The  Chairman.  Had  you  not  heard  of  this  before  you  were  ap- 
pointed treasurer? 

Mr.  BoLLiNG.  Not  that  the  story  had  come  out  in  regard  to  it;  of 
course  I  knew  the  story. 

The  Chairman.  What  I  want  to  know,  Mr.  Boiling,  is:  When  did 
you  first  learn  that  there  were  any  rumors  or  whispers  or  stories! 

Mr.  BoLLiNG.  Just  in  May  or  June. 

The  Chairman.  Well,  didn't  you  know  about  it  before  you  were 
appointed  treasurer? 

Mr.  Boiling.  Well,  I  did  not — yes;  I  knew  about  it  myself. 

The  Chairman.  When  did  you  first  learn  about  it? 

Mr.  BoLLiNG.  I  didn't  know  about  the  rumors  then;  no,  sir;  I 
did  not ;  when  I  was  appointed  treasurer  I  had  not  heard  a  word 
of  it. 

The  Chairman.  Hadn't  heard  a  word  of  it? 

Mr.  BoujNG.  No,  sir;  not  up  to  May  1,  that  I  know. 

The  Chairman.  Well,  what  had  you  heard  about  it  outside  of 
the  anonymous  letters  ?  i 

Mr.  BoLLiNG.  Nothing. 

The  Chairman.  Not  a  thing? 

Mr.  B01J.1NG.  No,  sir. 

The  Chairman.  Didn't  you  know  that  Mr.  Sands  had  made  1 
charge  against  you  ? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Prior  to  your  being  appointed  treasurer? 

Mr.  BoLLiNG.  No,  sir;  not  until  after  May  1. 

The  Chairman.  From  whom  did  you  first  hear  it? 

Mr.  BoLLiNG.  Now,  I  think,  sir— I  think  Mr.  Meehan  told  me;  1 
think  he  was  the  first  man  to  tell  me  about  it. 

The  Chairman.  Was  that  the  occasion  when  you  turned  over  aB 
your  papers  and  hooks  to  Mr.  Meehan? 

Mr.  BoLiJNG.  Yes,  sir. 

The  Chairman.  Now,  did  Mr.  Sands  ever  threaten  you,  to  invol^ 
you  in  the  Downey  shipbuilding  matter? 

Mr.  BoiJJNG.  ^o,  sir. 

The  Chairman.  Did  he  ever  threaten  to  involve  you  in  anything' 

Mr.  BoiJ.iNG.  No,  sir :  he  did  not  threaten  me  at  all.  He  said  tha 
it  might  be  unpleasant  because  I  might  become  involved  in  it,  inti 
mated. 
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LAiRMAN.  In  what ;  become  involved  in  what  ? 

LLiNG.  If  his  trial  went  on,  that  my  name  might  be  brought 

lAiRMAN.  Into  his  trial  ? 

ixiNo.  Yes,  sir;  into  the  bank  trouble. 

lAiRMAN.  In  the  offense  for  which  he  would  be  tried? 

LLING.  Yes,  sir. 

lAiRMAN.  When  did  he  sav  that? 

)LLiNG.  That  was  around  the  time  that  I  wrote  him  this 

• 

I  AIRMAN.  Do  you  know  a  Mr.  New? 

LLING.  Yes,  sir. 

lAiRMAN.'Is  he  with  the  Shipping  Board  or  Fleet  Corpora- 

>LLiNG.  Yes,  sir. 
lAiRMAN.  In  what  capacity  ? 

3LLING.  He  is  assistant  comptroller  now;  I  think  he  has 
•  the  credit  department. 
lAiRMAN.  How  long  have  you  known  him  ? 
)LLiNG.  I  have  known  him,  I  have  known  Mr.  New  about 
should  say.  I  have  known  him  now  since  the  Emergency 
5  moved  from  Philadelphia  to  Washington ;  I  didn't  know 
r  to  that. 

lAiRMAN.  The  committee  will  recess  here  for  luncheon,  Mr. 
you  will  be  back  with  your  records  at  2  o'clock, 
s  until  2  p.  m.) 

AFTER  RECESS. 

STIMOHT  OF  MB.  BICHABD  W.  BOLLIHG— Resumed. 

HAiRMAN.  The  committee  will  resume.    I  hand  you,  Mr. 

I  photostat  copy  of  a  statement  in  affidavit  form,  not  signed, 

ou  if  you  have  ever  seen  that  document,  or  one  like  it? 

LLTNG.  I  think  I  have  seen  one  like  it,  sir. 

lAiRMAN.  Who  showed  that  to  you  ? 

•LUNG.  Mr.  Meehan. 

lAiRMAN.  When? 

LLING.  Aroimd  May  or  June  of  this  year,  sir. 

lAiRMAN.  That  was  when  he  came  and  made  the  examina- 

our  books  and  papers? 

iLiJNG.  Yes,  sir. 

lAi^MAN.  How  long  had  you  known  Mr.  Cranor? 

»LLiNG.  Since  February,  1917, 1  would  say,  sir;  1918, 1  mean. 

lAiRMAN.  And  how  long  had  you  known  Mr.  Sisler  ? 

»LLiNG.  Mr.  Sisler,  since  proliably  September,  1917. 

BLAiRMAN.  Did  you  ever  have  any  understanding  or  agree- 

h  Mr.  Sands  in  connection  with  the  division  or  apportion- 

)ayment  or  the  distribution  of  any  sum  of  money  to  bepaid 

owney  Shipbuilding  Corporation  or  the  Providence  Engi- 

^orporation,  as  commission  or  bribe  in  connection  with  the 

LLING.  Neither  with  those,  sir,  nor  with  any  other. 
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The  Chairman.  I  was  asking  you  when  you  first  heard  thLs^t( 
You  say  that  it  was  in  June  of  this  year,  after  you  had  been 
pointed  treasurer  ? 

Mr.  B?>LLiNG.  Yes,  sir. 

Tlie  Chairman.  And  from  whom  did  you  hear  it  first? 

Mr.  BoLLiNo.  I  think  Mr.  Meehan  first. 

The  Chairman.  Well,  had  you  talked  w'ith  Mr.  Tweedaleabou 
before? 

Mr.  BoLLiNG.  I  had  told  Mr.  Tweedale  of  these  letters,  all  oft 
before;  yes,  sir. 

The  Chairman.  About  these  anonymous  letters? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Well,  did  you  tell  him  also  about  Mr.  Sands  of 
in^  to  divide  this  commission  for  getting  the  bending  rolls -withy 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  about  the  house  transaction? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  all  of  your  dealings  with  Sands? 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  Who  next  did  you  tell  about  it  ? 

Mr.  BoiJLiNG.  Admiral  Benson. 

The  Chairman.  Did  you  voluntarily  seek  an  interview  with 
for  the  purpose  ? 

Mr.  B0LI.1NG.  I  did,  sir. 

The  Chairman.  When  was  that? 

Mr.  BoLi.iNG.  Shortlv  after  the-admiral  came  with  the  l)oard 

The  Chairman.  Had  you  been  appointed  treasurer? 

Mr.  BoLLiNG.  No,  sir;  not  at  that  time. 

The  Chairman.  Since  you  have  been  appointed  treasurer, 
since  you  have  told  the  admiral  and  Mr.  Tweedale  about  the  cii 
stances  of  Mr.  Sands  offering  to  share  this  commission  wuth  you 
you  still  heard  these  stories  and  rumors  going  around? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  And  has  anybody  else  been  to  see  vou  alw 
matter  besides  Mr.  Meehan  and  besides  what  you  told  "Mr.  Tw 
and  Admiral  Benson? 

Mr.  BoiiLiNG.  Nobody  else,  sir,  that  I  can  think  of. 

The   Chairman.  Did  Mr.  Houston  Thompsorf  come  to  se 


again? 


Mr.  BoLLiNo.  No,  sir. 

The  Chairman.  You  told  him  about  the  anonymous  letter  s 
after  vou  heard  of  it  yourself? 

Mr.  BoLLiNG.  After;  yes,  sir. 

The  Chairman.  Did  any  other  agent  of  the  Department  of  * 
come  to  see  you  about  it? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  From  whom  else  did  you  hear  that  these 
were  going  around,  that  this  whispering  was  going  on  aboi 
charge  against  you  ? 

Mr.  BoLLiNG.  Oh,  two  or  three  people  mentioned  it  or  int 
that  there  was  something,  and  that  supposedly  I  knew  about 
they  knew  about  it. 

'fhe  Chairman.  Who  might  they  be? 
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.INC.  I  think  Mr.  Wren  is  one,  who  was  in  the  ship  sales 

robably  Mr. — I  think  Mr.  Laue  mentioned  it  to  me. 

iRMAN.  Did  you  ever  ask  Admiral  Benson  to  have  a  thor- 

:igation  of  this  matter  made  and  the  results  announced? 

JNG.  I  do  not  think  I  put  it  to  him  in  those  words,  sir; 

the  object  that  I  had  in  going  to  the  admiral,  so  that  he 

*  an  investigation. 

IRMAN.  Well,  was  there  an  investigation  made? 

,iNG.  I  understand  that  there  was,  sir. 

IRMAN.  Nobody  else  talked  with  you  about  it  except  Mr. 

iNG.  No,  sir. 

IRMAN.  Did  you  ever  talk  with  Mr.  Tweedale  about  it 

ING.  Oh,  yes;  I  talked  to  him  several  times  about  it. 

[RMAN.  What  would  be  the  occasion  of  your  talking  with 

t  several  times,  after  you  had  told  him  the  whole  story? 

ING.  Well,  this  affidavit  had  been  made  since. 

[RMAN.  The  Sands  statement? 

JNG.  Yes,  sir. 

IRMAN.  Then  you  went  and  talked  with  Mr.  Tweedale 

ING.  Yes,  sir. 

IRMAN.  And  did  you  remember  any  new  incidents  in  con- 

li  the  matter,  at  which  you  told  him  at  your  subsequent 

that  you  did  not  tell  him  at  the  first  ? 

ING.  No,  sir. 

[RMAN.  Did  you  talk  with  the  admiral  about  it  again? 

ING.  I  only  talked  to  the  admiral  that  once,  I  think,  sir. 

IRMAN.  On  this  occasion  when  you  made  your  statement 

nee  of  the  admiral  and  various  members  of  the  press,  some 

the  press  there  said : 

stated  tliat  because  of  your  connection  with  the  President,  they 
ri^e  part  of  the  iittHck  on  you.  It  has  l^een  rumored  quite  freely, 
tlie  beginning  of  this  committee,  tliat  because  of  your  connection 
ident  they  centered  the  attaclc  on  you. 

replied : 

tliey  liave.  It  would  seem  so.  I  thinlv  that  the  fair  and  just 
DUld  liave  been  to  investigate,  and  then  mal^e  tlie  things  public. 

lay  that? 

ING.  I  expect  I  did,  sir. 

IR3IAN.  Well,  now,  what  did  yoil  mean  that  the  attack 
ntered  upon  you? 

ING.  Well,  it  had  come  out  that  day,  this  whole  thing  in 
nd  of  course  it  was  not  a  verv  pleasant  thing. 
RMAN.  You  were  considerably  agitated? 
ING.  I  was,  sir. 

[HMAN.  About  that,  at  the  publicit}^? 
ING.  I  was,  sir. 

[RMAN.  You  felt  that  the  committee  was  making  a  direct 
you? 
[NG.  No,  sir;  I  did  not :  not  the  committee,  sir. 
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The  Chairman.  Whom  did  yon  mean  had  centered  the  attack? 

Mr.  BoLLiNG.  Well  I  thougfit  that  in  investigating  it  I  could  hm 
tlirown  a  groat  deal  of  light  on  the  subject  had  they  asked  me,  or 
had  the  investigators  asked  me ;  and  of  course  they  did  not. 

The  Chairman.  Well,  you  mean  Mr.  Fisher? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Kepresenting  the  committee? 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman.  You  did  not  know,  of  course,  whether  Mr.  Fisher 
had  talked  with  Mr.  Meehan? 

Mr.  BoixiNG.  No,  sir. 

The  Chairman.  Or  Mr.  Tweedale? 

Mr.  BoLiJNG.  Well,  I  did  know  that  he  had  talked  to  Mr.  Twe^ 
dale. 

The  Chairman.  Had  it  occurred  to  vou  that  in  investigating  i 
serious  charge,  involving  an  official  of  tte  Shipping  Board,  prha|)S 
the  thing  to  do  would  be  to  hear  the  stories  ana  the  supporting  evi- 
dence oT  other  people  who  knew,  first,  before  asking  the  man  in- 
volved about  it? 

Mr.  BoLUNG.  Yes,  sir. 

The  Chairman.  Did  that  occur  to  you? 

Mr.  B01.LING.  Yes ;  it  occurs  to  me  now,  sir,  and  I  want  the  inves- 
tigation made  as  thorough  as  possible. 

xhc  Chairman.  You  are  still  in  the  same  frame  of  mind  as  whoi 
you  sent  the  telegram  to  me  asking  the  committee  to  investigate? 

Mr.  BoLLiNG.  I  am,  sir. 

The  Chairman.  You  want  this  investigation  made  by  the  com- 
mittee thoroughly,  publicly,  and  the  facts  brought  out? 

Mr.  BoLLiNG.  Absolutely,  sir. 

The  Chairman.  I  may  have  asked  you  this  question  before,  Mr. 
Boiling:  Did  you  ever  meet  Mr.  Sisler  in  Mr.  Sands's  rooms? 

Mr.  BoLLiNo.  I  think  once. 

The  Chairman.  Do  vou  know  what  was  the  occasion  of  his  being 
there? 

Mr.  BoiJJNG.  The  occasion  for  being  there  was  the  gravel  company 
that  Mr.  Sisler  was  promoting  or  starting  at  Bladensburg,  Md.,  for 
the  purpose  of  dredging  gravel,  and  he  wanted  to  get  this  company 
financed.  Mr.  Sisler  wanted  me  to  go  into  it,  but  I  was  unable  to  do 
it ;  I  did  not  have  the  money  to  do  it.  I  think  it  was  a  very  good 
thing. 

The  Chairman.  Did  you  ever  hear  any  other  matter  discussed! 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  And  that  is  the  only  time  you  ever  saw  Mr.  Sisler 
there? 

Mr.  BoiJ.iNo.  That  is  the  only  time  that  I  ever  saw  Mr.  Sisler  in 

Mr.  Sands's  rooms. 

The  Chairman.  Well,  did  you  ever  see  Mr.  Sisler  at  the  Com- 
mercial National  Bank? 

Mr.  BoLLiNG.  No,  sir. 

The  Chair:man.  Did  you  ever  see  him  anywhere  else,  talking  with 
Mr.  Sands? 

Mr.  BoLLTNG.  Xo,  sir. 

The  Chairman.  Did  Mr.  McAdoo  ever  tell  vou  that  he  had  lieard 
from  Mr.  Sands  in  connection  with  his  indictment? 
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Ir.  BoiiLiNG.  No,  sir. 

?Be  Chairman.  In  your  capacity  as  treasurer  of  the  Shipping 
ird,  you  had  occasion  to  sign  checks  on  account  of  payments  to 
Providence  Engineering  (Jorporation  or  the  Downey  ij^hipbuild- 
:  Corporation? 
At.  Bolling.  No,  sir. 
The  Chairman.  Who  does  that? 

tfr.  BoLLiNG.  We  have  two  assistant  treasurers.  Mr.  H.  M. 
ekett  at  that  time  was  assistant  treasurer  in  charge  of  the  con- 
notion,  and  I  was  in  charge  of  the  operations,  and  unless  some 
ancial  transaction  arising  from  the  operation  of  that  occurred,  I 
>uld  never  have  signed  a  check  to  the  Providence  or  the  Downey 
Dole,  . 

rhe  Chairman.  Well,  have  you  since  that  time  ? 
Mr.  BoLLiNG.  None  that  I  recall,  sir. 

rhe  Chairman.  Have  you  ever  been  called  into  conference  by 
•.  New  or  anybody  in  the  credit  depailment  with  reference  to 
mcing  the  Downey  concern  ? 
tfr.  BoLWNG.  No^ir. 

The  Chairman.  Did  Mr.  Sands  send  anybody  else  to  you  after 
t? 

At,  Boujng.  He  once  sent  a  man  to  me,  I  do  not  know  whether 
NSiS  before  or  after  that,  who  as  I  remember  was  a  banker  from 
isburgh,  and  it  was  during  the  Liberty  loan  drive,  and  this  man 
nted  to  procure  an  aeroplane  to  exhibit  in  his  bank ;  and  Sands 
it  him  down  with  his  card  to  know  if  I  could  get  him  the  aero- 
ine. 

The  Chairman.  Wanted  to  know  if  you  could  what? 
Mr.  BoixiNG.  If  I  could  put  him  in  touch  with  somebody  who 
aid  giveliim  an  aeroplane  to  exhibit:  and  I  sent  him  to  the  War 
tparUnent.    That  is  all  I  did  with  that.    I  do  not  know  whether  he 
er  got  the  aeroplane. 

The  Chairman.  Did  you  state  in  the  presence  of  Admiral  Benson 
the  members  of  the  press  that  "  Mr.  Sands  used  to  send  a  great 
iny  people  to  me  "  ? 
Mr.  BoLLiNG.  T  may  have. 

The  Chairman.  "I  rememl>er  once  one  fellow  in  Pittsburgh,  a 
tional  bank  man,  wanted  an  aeroplane  to  exhibit  on  a  Liberty  loan. 
Hds  sent  him  here  to  inquire.  I  don't  care  what  Sands  wanted, 
would  call  on  me  to  help  him  out." 

ir.  BoLLiNG.  Yes:  Sands  would — I  can  not  recall  anybody  else 
t  he  ever  sent.  Those  are  the  only  two  that  I  can  recall  now,  sir. 
^he  Chairman.  Well,  how  did  you  happen  to  say  he  used  to  send 
reat  many  to  you  at  time  ? 

ir.  BoLLiNG.  Well,  he  probably  did  send  other  people  to  me,  but 
an  not  remember  them  now. 

The  Chairman.  Do  you  recall  his  sending  anybody  else  to  you 

At.  Bollino.  No,  sir. 

rhe  Chairman.  Just  a  moment  until  I  finish  my  question. 

ilr.  BoLLiNo.  I  beg  your  pardon. 

The  Chairman.  Do  you  recall  his  sending  anybody  else  to  you  as 

•esult  of  which  vou  "communicated  with  Mr.  Sisler  or  any  other 

ipping  Board  officer  or  employee,  by  way  of  assisting  the  person 

om  Sands  had  sent  to  see  you  ? 

tfr.  BoLLiNG.  No,  sir;  absolutely  not. 
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The  (^iiAiRMAN.  You  do  not  recall  that? 

Mr.  BoLLiNo.  No,  sir. 

1'hc  Chatuman.  Wliat  was  the  particuhir  reason,  on  October  1 
1918,  that  you  put  in  writing  your  ilesire  not  to  interceile  with  the 
Presi(I(Mit  or  anybody  else,  to  help  Mr.  Sands  out  of  his  difficulty! 

Mr.  Bolltnm;.  Simply  be/ause  I  had  received  these  anonvmow 
letters  before,  threatening  me. 

The  Chaikmax.  Threatening  you? 

Mr.  RoLLiXG.  AVell,  this  one  did.  I  had  not  received  the  other 
one.     r  received  one  Ijefore. 

The  C'liAiKMAN.  I  thought  you  had  received  the  one  from  Mr, 
Tumulty  i 

Mr.  BoLLixo.  Yes,  sir. 

The  CiiAiKMAX.  What  was  there  about  that  anonymous  letter 
which  Mr.  Tumultv  showed  vou  and  which  you  destroved  which 
j)rompted  you  a  few  days  afterwards  to  write  this  letter  to  Mr. 
Sands? 

Mr.  Boij.ixG.  Well,  T  think  it  would  be  a  very  natural  thing. 

The  CiiAiKMAX.  Why? 

Ml*.  BoLLix(;.  Simply  l)e  ause  my  name  was  mentioned  in  connec- 
tion with  this  thing  and  that  I  wanted  to  go  on  record  and  liavei 
record  of  going  on  record. 

The  ('HAiKMAx.  Your  name  was  mentioned  in  connection  with 
what  thing? 

Mr.  Boixixo.  This  Downey  contract. 

The  CiiAiRMAx.  Well,  did  you  think  Sands  was  Connected  with 
the  Downev  contract? 

Mr.  BoLLixG.  No:  but  it  said  that  I  was. 

The  CuAinMAx.  Yes;  it  said  you  were;  and  j"ou  knew  you  were 
not. 

Mr.  BoLLixG.  I  knew  I  was -not. 

The  Chairmax.  Why  did  you  write  Sands  that  you  would  not 
help  him  out  of  his  trouble,  as  a  result  of  connecting  you  with  the 
Downey  Corporation?  ^ 

Mr.  1Boijjx(}.  I  had  already  told  Sands  that  I  would  not  help  him 
out,  sir. 

The  CiiAiKMAX.  Yes;  but  what  was  the  reason  that  you  put  it  in 
writing,  Mr.  Boiling? 

Mr.  BoLLTXG.  Well,  to  have  a  record  of  it,  sir. 

The  Chairmax.  Just  to  have  a  record  of  it? 

M/.  BoLLiNG.  That  is  it,  sir. 

The  CHAI1JMA^^  Whv  did  vou  want  to  have  a  record  of  it? 

Mr.  BoLLixG.  AVell,  for  every  reason  I  think  it  was  well  to  have  a 
record,  sir. 

The  CiiAiKMAN.  That  was  the  reason? 

Mr.  BoLLiXG.  Yes,  sir. 

The  CirAiUMAX.  For  every  reason  you  wanted  a  record  of  it? 

^Fr.  BoLLixG.  Absolutely,  sir. 

The  CiiAiKMAN.  Well,  can  you  think  of  any  particular  reason  why 
you  wanted  to  have  that  in  writing,  that  you  had  written  Mr.  Sands 
you  would  not  help  him  out?  Can  you  think  of  any  particular  rea- 
son now  to  tell  the  committee. 
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3Ir.  BoLLiNG.  Well,  the  letter  was  a  threat,  practically,  that  un- 
I  did  something  this  thing  would  be  made  public.    I  therefore 

nt  that  letter  to  have  a  record  of  the  fact  that  I  did  not  do  any- 
cadng.    I  think  that  was  a  very  good  reason. 

The  Chairman.  Now,  do  I  understand  that  this  anonymous  letter 
rms  a  threat  that  unless  you  did  something  to  help  Sands  the  thing 
iT'^mld  be  made  public? 

Mr.  BoLLiNG.  Well,  it  was  couched  in  about  the  same  terms  as  the 
you  have  read,  sir. 

The  Chairman.  Quoting  from  the  letter,  it  contains  this  lan- 
ige,  and  I  want  to  ask  you  if  this  is  what  you  referred  to :  "  Mr. 
ids  has  been  indicted  and  if  he  has  to  tell  he  will  not  spare  any- 
CMe.  It  won't  look  so  good  in  front,  Mr.  Wilson's  brother-in-law 
Boixed  up  in  a  scandal."    That  is  the  part  you  meant? 

Mr.  Rolling.  Yes.  sir. 

The  Chairman.  And  there  was  a  similar  threat  or  intimation  in 
toe  typewritten  letter  which  you  destroyed  ? 

Mr.  BoLLiNG.  Yes. 

The  Chairman.  This  letter  from  Mr.  Tumulty  was  a  few  days 
later  in  date? 

Mr.  BoLLiNG.  No,  sir ;  I  think  it  was  prior  to  that. 

The  Chairman.  Prior? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  How  long  prior? 

Mr.  BoLLiNG.  I  would  say  it  was  prior,  because  I  never  got  this 
letter  until  February. 

The  Chairman.  No;  I  know  it;  but  when  did  vou  see  the  other 
letter? 

Mr.  BoLLiNG.  Why,  around  October  1. 

The  Chairman.  Around  October  1? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Well,  then,  why  did  you  wait  18  days  before  you 
put  your  letter  to  Mr.  Sands  in  writing?  He  had  seen  you  about 
Uiterceding  with  the  President  before  that,  had  he  not  ? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  Why  did  you  wait  so  long  before  putting  it  in 
"Writing? 

Mr.  BoLLiNG.  Well,  he  had  seen  me  several  times  about  it.  That 
was  the  culmination ;  this  letter. 

The  Chairman.  Oh,  yes. 

Mr.  BoLLiNO.  That  is  when  I  absolutely  refused  to  do  it  in  writing. 
He  had  seen  me  five  or  six  times;  his  wi:fe  had  called  on  me  at  home. 

The  Chairman.  Has  he  seen  you  since? 

Mr.  BoLLiNG.  I  beg  your  pardon,  sir? 

The  Chairman.  Has  he  seen  you  since? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Is  that  the  last  time  you  ever  saw  Mr.  Sands? 

Mr.  BoLLiNG.  Well,  I  have  seen  him  on  the  street,  and  I  have  seen 
him  one  since;  yes,  sir. 

The  Chairman.  Talked  with  him? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  How  long  ago? 

Mr.  BoLLiNG.  July  14, 1919, 1  saw  him  [referring  to  memoranda]. 

The  Chairman.  Have  you  a  letter  there  from  him  ? 


2998  SHIPPING   BOARD  OPERATIONS. 

Mr.  Rolling.  Have  T  letter  from  him? 

The  Chairman.  From  Mr.  Sands? 

Mr.  BoijiiNo.  Yes,  sir. 

The  Chairman.  Will  you  let  us  see  it,  please? 

Mr.  BoLLiNcj.  Here  are  some  letters  that  I  have  received  very  w-j 
cently  from  Sands.  This  one  is  written  on  the  bank — a  notice  fron 
the  hank  that  his  note  was  due,  if  you  will  read  it,  sir  [tendering] 
paper  to  the  chairman]. 

The  Chairman.  This  is  a  notice  that  a  note  for  $913.80  would  bil 
due  the  Conmiercial  National  Bank  of  Washington.  D.  C,  on  AugoslI 
17,  19i>(),  addressed  to  T.  K,  Sands,  2139  Wyoming  Avenue  XW,j 
Wasliin^(m,  D.  C. ;  on  the  hack  of  which  is  in  pencil  a  message,  h^ 
that  Mr.  Tucker  K.  Sands's  handwriting? 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  You  know  that  ? 

Mr.  BoLLiNo.  Yes,  sir. 

The  Chairman  (reading).  "My  dear  Boiling:  Please  indorse  this 
and  send  to  Commercial."  Is  that  Commercial  an  abbreviation  for 
Commercial  ? 

Mr.  Sands.  Commercial:  yes,  sir;  "can  not  pay  anything." 

The  Chairman  (reading),  "Can  not  pay  anything  this  timt 
Hope  to  do  better  next.  Am  doing  right  well  in  "New  York.  Stop 
in  to  see  me  when  here.  Yours,  sincerely,  T.  K.  Sands,  Lorraiitt 
Hotel,  Xew  York.''    When  did  you  receive  that? 

Mr.  BoijjNo.  I  suppose,  sir,  around  this  date.  Unfortunately  I 
did  not  keep  that  envelope ;  August  17. 

The  Chairman.  Probably  a  little  before  that  date;  before  tl» 
note  was  due? 

Mr.  BoLLiNo.  Probably  a  little  before.  This  one  I  kept  the  en- 
velope: this  is  the  last  one  [producing  paper]. 

The  Chairman.  Did  you  indorse  that  note? 

Mr.  BoLLixo.  Yes,  sir. 

The  Chairman.  Last  August? 

Mr.  TROLLING.  Yes,  sir. 

The  Chairman.  And  returned  it  to  him? 

Mr.  BoLLiNG.  Oh,  T  w^nt  to  the  bank  and  indorsed  it. 

The  Chairman.  You  went  to  the  bank  and  indorsed  it,  did  you? 

Mr.  BoLLiNG.  No:  "Please  indorse  this  and  send  to  the  Commer- 
cial.-' This  one  he  inclosed  evidently  with  this,  and  I  took  it  to  the 
bank  myself.    That  one,  T  think,  went  to  the  bank. 

The  Chairman.  This  is  a  letter  of  October  14,  1920.  Halstead  4 
Harrison  letterlioad,  71  Broadway,  New  York;  the  letter  evidently 
written  at  511  Fiftli  Avenue,  New  York: 

My  I^kar  Hoi.lincj:  I  nin  sendiiij:  a  renewal  note  to  Cahill  to-day  for  $S^^- 
Please  call  there  an<l  indorse  it.  Sorry  eoiildn't  curtail,  but  am  not  in  piwltlon 
to  do  so  ri;,'lit  now.  I  will  appreciate  your  kindness  in  this  matter.  With  Icind 
regards. 

Sincerely, 

T.  K.  Saniw. 

You  say  you  kept  the  envelope  for  this  letter? 

Mr.  BoLLiNo.  ^  OS,  sir;  I  think  that  is  the  one,  sir  [producing  en- 
velope].    That  date  corresponds:  it  is  either  the  one  or  the  other. 

The  CiiAiKMAN.  The  envelope  apparently  is  for  the  notice,  Mr 
BoJlingl 
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Jlr.  BoLLiNo.  Well,  this  is  the  one,  then.     I  be^  your  pardon. 

is  the.  first  one. 

The  Chair^ian.  The  envelope  is  postmarked  New  York,  Aug 
920.    Written  through  the  postmark  is  the  word  '*  Personal 
ressed  to  R.  W.  Boiling,  Esq.,  U.  S.  Shipping  Board,  Washi 
'.  C.    That  is  Mr.  Sands'  handwriting  upon  the  envelope  i 
Mr.  BoLXJNo.  Yes,  sir. 

The  Chairman.  Did  you  go  to  the  bank  last  October  and  i 
at  note  for  him? 
Mr.  BoLMNO.  Yes,  sir. 

The  Chairman.  Have  you  heard  from  him  since? 
Mr.  BoLMNG.  No,  sir." 

The  Chairman.  After  October  17, 1918,  Mr.  Bollinff,  wlion  y( 
5  conversation  with  Mr.  and  Mrs.  Sands  in  Mr.  bands's  ro< 
e  Willard  Hotel,  you  wrote,  "to  confirm  your  attitude,  less 

a  misunderstanding."    Now,  had  there  been  anything  said 
uld  have  been  misunderstood  the  night  before^ 
Mr.  BoLLiNG.  No,  sir.     I  meant  by  that,  that  on  account 
iendship  with  Sands,  I  would  have  been  glad  to  have  helpe 
I  coula,  but  that  I  wanted  him  to  undei-stand  that  I  could  n 
al  to  the  President  in  this  case. 

The  Chairman.  You  had  made  that  plain  to  him,  not  on 
grht  before  but  upon  several  occasions  previously  ? 
Mr.  BoLLiNG.  Several  occasions;  yes,  sir. 
The  Chairman.  Did  it  occur  to  you  when  you  wrote  this 
ter  having  seen  an  anonymous  letter  early  in  August,  that  p( 
mebody  was  interested  in  framing  up  a  story  about  you? 
Mr.  BoLLiNG.  Yes,  sir. 

The  Chairman.  What  caused  that  suspicion  to  arise  in  your 
Mr.  BoLLiNG.  Well,  I  thought  possibly  that  Sands  had  tall 
3  wife,  and  that  she  would  have  mentioned  that  thing,  and  t 
it  way  that  my  name  might  be  drawn  into  it.     That  is  as  h 
3ught  at  the  time. 

The  Chairman.  She  would  have  mentioned  what,  Mr.  Bollir 
Mr.  BoLLiNG.  Mentioned  the  matter  referred  to  here. 
The  Chairman.  What  matter  referred  to  here  ?    We  have  re 
so  many. 

Mr.  BoixiNG.  The  matter  mentioned  in  the  anonymous  lette: 
vas  mixed  up  in  any  deal  to  get  any  money,  with  Sands. 
The  Chairman.  Did  you  tell  Mr.  Sands  you  had  seen  an  t 
ms  letter? 

Mr.  BoLLiNG.  No,  sir ;  I  did  not. 

rhe  Chairman.  He  had  seen  you  several  times,  asking  you 
cede  in  his  behalf? 
^f^.  BoLLiNG.  Yes,  sir. 

The  Chairman.  He  had  seen  you  between  the  date  you  sji 
onymous  letter  and  the  night  vou  saw  him  and  his  wife 
illard? 

Vfr.  BoLONG.  Yes,  sir. 

The  Chairman.  And  although  there  was  an  intimation  ir 
it  if  Mr.  Sands  were  asked  to  tell  his  story  he  would  tell  ever; 
Li  never  told  him  that  you  had  seen  an  anonymous  letter  wi 
tement  in  it? 
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Mr.  BoLLiNo.  No,  sir. 

The  Chairman.  Whv  not? 

Mr.  B()LLTN(j.  Because  T  thought  he  was  at  the  bottom  of  it. 

The  Chairman.  You  thought  Mr.  Sands  was  at  the  bottom — 

Mr.  BoLLiNO.  Yes,  sir. 

The  Chairman.  Of  what? 

Mr.  BoLLiNG.  Of  the  anonymous  letter. 

The  Chairman.  Now,  what  was  there  that  made  you  think  that! 

Mr.  BoixiNc.  Well,  because  no  other  person  on  earth  could  haw 
been  at  the  bottom  of  it;  nobody  had  an  object  except  Sands. 

The  Chairman.  Well,  if  that  was  so,  why  did  you  not  tell  himyoa 
had  received  an  anonymous  letter  and  let  him  know  that  somdwdj 
was  trying  to  frame  you,  and  that  you  were  wise  to  it;  if  you  thouglrl 
he  was  the  man,  would  that  not  have  been  the  natural  tHing  foryoi 
to  have  done? 

Mr.  BoLLiNG.  Yes ;  it  would  have  been,  and  I  have  often  wished 
that  T  had,  sir,  right  then  and  there. 

The  Chairman.  But  you  did  not? 

Mr.  BoLLiNG.  No :  I  gave  him  the  benefit  of  the  doubt. 

The  Chairman.  The  only  reason  you  thought  Mr.  Sands  was  con- 
nected with  this  anonymous  letter  was  that  you  were  convinced  in 
your  own  mind  that  he  was  the  only  person  who  had  the  motive  or 
who  could  have  secured  any  advantage  by  undertaking  such  a  thing, 
is  it? 

Mr.  BoLLiNG.  Absolutely,  sir. 

The  Chairman.  What  ^\as  there  that  led  you  to  reach  that  con- 
clusion, out  of  110,()00,0(H)  in  this  country?    Wliat  was  there  in  your 
previous  dealings  with  Mr.  Sands — ^your  experience  with  him,  yoni 
knowledge  about  him — that  led  you  to  think  that  he  would,  on  the 
1st  of  October — which  you  say  you  thought  was  before  the  time  he 
had  been  indicted — have  caused  an  anonymous  letter  to  have  been 
sent  to  the  Secretary  of  the  President,  Mr.  Tumulty,  involving  yon 
and  containing  the  statement  that  if  he,  Sands,  were  asked  to  tell 
he  would  show  up  the  whole  shooting  match  and,  perhaps,  get  yon 
involved  in  serious  difficulty? 

Mr.  BoLLiNo.  I  do  not  know  that  that  letter  saj^s  he  would  show 
up  the  whole  shooting  match. 

Tlie  Chairman.  VTgW^  that  was  my  language. 

Mr.  BoLLTNO.  Yes,  sir.  The  other  letter,  as  I  remember  it,  said, 
simply  stated  that  a  contract  had  been  let,  and  that  Sands  and  three 
other  people,  including  me,  were  mentioned  in  the  division  of  the 
money  paid. 

The  Chairman.  Oh,  the  other  letter  went  into  more  detail,  did  itt 

Mr.  BoLLiNG.  No ;  it  did  not  go  into  any  more  detail  than  this  one, 
but  it  was  couched  in  that  language,  as  I  remember  it. 

The  Chairman.  Well,  it  mentioned  three  other  people,  and  this 
letter  does  not  mention  anybody. 

Mr.  BoLLiNG.  Well,  it  said  it  was  split  in  four  parts  and  that 
Boiling  got  one-fourth. 

The  Chairman.  And  that  Boiling  got  one- fourth? 

Mr.  Bousing.  Yes,  sir. 

The  Chairman.  That  was  about  the  1st  of  October.    How  many 
times  had  Mr.   Sands  asked  you  to  help  him  before  the  1st  of 
October  ? 
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r.  BoLLiNO.  Well,  I  do  not  think  that  he  had  asked  me  but  once, 

use  I  had  been  away  on  a  vacation,  and  I  got  back,  as  I  re- 

ber  it,  the  28th  day  of  September,  and  that  was  the  first  time 

>ked  me. 

le  Chairman.  The  28th  of  September? 

\  BoLLiNG.  Yes.  sir. 

le  Chairman.  You  returned  from  your  vacation  on  Septem- 

r.  BoLLiNO.  Yes.  sir. 

18  Chairman.  And  about  October  1  you  saw  this  anonymous 
r  which  Mr.  Tumulty  had  received  ? 
r.  BoLLiNo.  About  thai  time. 

be  Chairman.  When  did  you  see  Mr.  Sands  after  you  returned 
1  your  vacation  on  September  28  ? 

r.  BoLLiNG.  I  saw  him  the  first  Sunday  thereafter.     I  could 
rmine  that  date  by  looking  at  the  calendar  almost  exactly,  sir. 
le  Chairman.  This  was  last  September? 
r.  BoLLiNG.  1918,  only  a  day  or  so  after  I  had  returned. 
le  Chairman.  Well,  then,  it  would  be  the  29th  or  30th  of  Sep- 
er? 

\  BoLLiNG.  The  30th,  somewhere  around  there ;  yes,  sir. 
Q  Chairman.  Was  this  1918  ? 
\  BoLLiNG.  1918 ;  yes,  sir. 

le  Chairman.  That  was  the  first  time  he  asked  you  to  intercede 
lim? 

f ,  BoLLiNG.  Yes.  sir. 

le  Chairman.  What  did  he  tell  you,  Mr.  Boiling? 
r.  BoLLiNG.  Well,  the  first  thing  he  did  he  came  up  home  in  a 
line  and  said  he  wanted  to  see  me,  and  I  went  down,  and  he  was 
much  excited  and  wanted  me  to  go  to  Senator  Owen, 
le  Chairman.  Oh,  this  was  the  first? 
r'.  BoLLiNG.  Yes,  sir;  that  was  the  first  time, 
le  Chairman.  I  understand  from  your  testimony  this  morning 
that  was  the  first  time  you  ever  knew? 
p.  BoLLiNG.  Yes,  sir ;  that  was  the  first  time, 
le  Chairman.  That  was  a  Sunday? 
r.  BoUiiNG.  That  was  on  a  Sunday  morning;  yes,  sir. 
le  Chahiman.  And  you  went  to  Akamont  to  Senator  Owen's? 
r.  BoLLiNG.  Yes. 

le  Chairman.  Did  you  see  him  again  prior  to  your -seeing  this 
ymous  letter  at  the  White  House? 

p.  BoLLiNG.  If  I  did  not  see  him,  he  called  me  on  the  phone  and 
his  wife  call  me,  sir.  I  can  not  say  whether  I  saw  him  again 
)t  in  person,  but  he  communicated  with  me  several  times, 
le  Chairman.  The  first  time  you  saw  Mr.  Sands  all  that  you 
led  of  his  difficulty  and  trouble  was  what  you  heard  him  tell 
tor  Owen  in  your  presence  ? 
r.  BoLJLiNG.   1  es,  sir. 

le  Chairman.  The  sum  and  substance  of  it  being  that  the  bank 
liners  were  persecuting  him? 
p.  BoLLiNG.  Yes,  sir. 

le  Chairman.  Were  treating  him  unfairly? 
r.  BoLUNG.  Yes,  sir. 
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The  Chairman.  He  was  liable  to  get  into  difficulty? 

Mr.  BoLLiN(5.  Yes,  sir. 

The  Chairman.  When  next  did  you  learn  just  what  the  offi 
was  a|L^ainst  him  and  for  what  he  Avas  being  investigated? 

Mr.  Bulling.  To  tell  you  the  truth,  sir,  I  did  not  know  at 
time  exactly  what  his  indictment  was.  I  had  not  seen  it,  Dor 
Sands  brin^r  it  out,  because  he  contended  that  there  was  no  ju: 
in  it,  that  the  indictment  was  based  on  things  that  he  had  a  r 
to  do,  and  that  he  was  being  persecuted,  that  there  was  no  substai 
tion.  1  do  not  believe  I  knew  until  now  what  Sands  really 
indicted  for,  and  I  am  not  sure  at  this  minute  what  Sands  is  ind 
for.  I  understand  that  it  is  for  an  overdraft  that  he  allowed  ii 
bank. 

The  Chairman.  Did  you  ever  tell  Mr.  Sands  that  you  had  see 
anonvmous  letter  ? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Did  you  see  him  after  October,  1918,  frequei 

Mr.  BoLLiNo.  No,  sir;  I  lost  sight  of  him  then.  I  never  saw  h 
I  may  have  seen  him  on  the  street,  but  I  never  saw  him  to  talk 

The  Chairman.  Where  was  he  living  then  ? 

Mr.  BoLLiNG.  I  do  not  know,  sir. 

The  Chairman.  In  October,  1916? 

Mr.  Bulling.  Oh,  well,  he  was  living  at  the  Willard. 

The  Chairman.  At  the  Willard? 

Mr.  Bolling.  At  that  time,  but  he  moved  shortly  thereaft 
think.    I  do  not  know  where  he  went. 

The  Chairman.  He  shortly  thereafter  left  the  bank? 

Mr.  Bolling.  Almost  immediately  thereafter;  after  his  in 
ment  came  out  he  was  requested  to  leave  the  bank. 

The  Chairman.  How  long  after  he  left  was  it  that  your  hn 
went  into  that  bank? 

Mr.  Bolling.  Oh,  I  should  say  a  month. 

The  Chairman.  In  November  sometime? 

Mr.  Bolling.  Yes,  sir;  it  was  in  November.    I  can  establish 
dates  for  you.    My  brother  was  then  vice  president  of  the  Chath 
Phenix  here  in  New  York. 

The  Chairman.  Oh,  yes. 

Mr.  Bolling.  And  Mr.  Harmon,  who  was  a  big  stockholder  i 
Commercial,  and  I  think  at  the  time  was  chairman  of  the  b 
came  up  to  see  him,  and  he  also  sent  the  counsel  of  the  bank 
see  him  a  great  many  times,  and  he  came  down  and  looked  the 
over  and  talked  to  the  various  officials  and  talked  to  the  bank  ( 
iner,  and  then  declined  the  offer  and  came  back  to  New  York. 

Then  afterward,  Mr.  Wade  Ellis,  I  think,  was  the  counsel, 
back  again  and  wanted  him  to  reconsider  the  matter,  offeree 
an  additional  increase  in  his  salary.  He  went  down  again  a 
think,  refused  the  offer  again.     And  then  finally  he  accepted  ii 

The  Chairman.  Did  Mr.  Sands  ever  say  anything  to  you  tl 
this  indictment  was  not  fixed  up  and  he  was  brought  into  coui 
had  to  tell  the  story  that  he  would  tell  some  story  getting  yoi 
serious  trouble? 

Mr.  BoLiJNo.  No,  sir ;  he  did  not. 
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The  Chaibman.  Never  intimated  it  ? 

Mr.  BoLLiNG.  Well,  he  intimated  it.  He  said,  "  You  don't  know 
*  what  your  name  might  be  brought  into  this,"  I  think  is  about  what 
k  said. 

^     The  Chairman.  That  is,  in  his  indictment? 
;     Mr.  BoixiNo.  But  in  no  threatening  way  did  he  ever  say  it. 
t     The  Chairman.  No.    But  you  think  that  he  might  have  said  that 
lovou  and  at  the  same  time  have  written  or  caused  to  have  been 
written  this  anonvmous  letter,  putting  it  a  little  stronger  ? 

Mr.  BoLLiNG.  'tes,  sir,  I  do ;  either  he  or  his  wife. 
•     The  Chairman.  He  or  his  wife  ? 
Mr.  BoLLiNG.  Yes. 

The  Chairman.  Have  you  talked  with  Mrs.  Sands  since  1918  ? 
Mr.  BoLMNG.  The  last  time  I  talked  with  Mrs.  Sands  was  just 
before  Sands  got  out  of  the  bank. 

The  Chairman.  After  you  had  written  this  letter? 

Mr.  BoLLiNo.  Yes,  sir.    She  called  me  on  the  phone  and  asked  me 

x:f  I  would  come  to  Mr.  Sands's  apartment ;  that  she  could  not  come 

over  to  the  Shipping  Board ;  that  she  had  something  she  wanted  to 

ask  me  to  do  for  her;  that  it  had  nothing  on  earth  to  do  with  Mr. 

Sands's  indictment.    I   called  up  Mr.   Huston  Thompson,  having 

shown  him  this  thing ;  I  told  him  of  this  message  and  asked  him  if  I 

should  go.    He  said, "  Yes ;  I  think  I  would." 

I  went  over  there,  and  Mrs.  Sands  wanted  me  to  ask  my  brother 
please  not  to  accept  the  presidency  of  the  Commercial  National  Bank 
because  she  said  that  Mr.  Sands  had  not  gotten  a  square  deal  there  in 
the  Commercial,  and  they  were  trying^to  put  Mr.  Sands  out  of  the 
hank,  and  that  she  did  not  intend  that  he  should  resign.  I  told  her 
that  she  could  put  her  fears  aside,  that  my  brother  had  already  refused 
the  presidency  of  the  Commercial  National  Bank;  and  that  is  all  that 
took  place  at  that  interview. 

The  Chairman.  Mr.  Boiling,  you  having  expressed  a  desire  that  the 
^mmittee  should  fully  investigate  this  matter,  involving  a  serious 
charge  against  you,  are  there  any  other  facts  in  your  possession  or 
>vithm  your  knowledge,  about  which  you  have  not  been  interrogated, 
^hich  you  desire  the  committee  to  have  ? 

Mr.  BoLLiNO.  Well  now,  Mr.  Chairman,  I  have  this  statement 
lere,  and  if  you  will  allow  me,  don't  you  think  it  would  be  a  good 
plan  to  read  that  statement  ?  It  is  largely  what  you  have  gone  over. 
And  then  I  have  supporting  evidence. 

The  Chairman.  If  it  contains  matters  about  which  you  have  not 
been  inquired  of. 

Mr.  BoLLiNO.  If  you  will  allow  me  to  look  it  over,  sir:  I  think  I 
can  just  go  over  it  Hurriedly. 
The  Chairman.  I  have  been  following  it. 
Mr.  BoLLiNG.  I  think  you  have,  sir. 

The  Chairman.  Let  me  ask  you  if  this  is  an  original  of  the  state- 
ment [showing  witness  paper]  ? 
Mr.  BoLLiNG.  It  is. 

The  Chairman.  The  letter  you  telegraphed  me  you  were  sending, 
and  which  I  opened  here  this  morning? 

Mr.  BoLLiNG.  That  is  ri^ht,  sir;  practically  the  same  thing.     I 
have  changed  one  or  two  things.    I  put  in  here,  for  instance,  on  the 
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first  page,  Mr.  Sands  "vice  president  and  casliier'' — inserted 
title. 

On  the  next  page  I  said,  "  Early  in  1918."    I  inserted  here  "al 
January.''    Otherwise  I  think  that  is  all  right. 

Now,  sir,  there  are  a  few  papers  here  in  connection  with  this 
I  would  like  to  read  into  the  record.    This  [producing  paper]  is 
affidavit  from  Mr.  Todd,  the  man  with  whom  I  was  associated 
the  building  of  the  Sands  house,  and  I  would  like  to  put  that  iotij 
the  record. 

The  Chairman.  When  wils  the  affidavit  made,  Mr.  Boiling? 

Mr.  BoLLiNG.  It  was  made  November  27  of  this  year,  sir. 

The  Chairman.  Was  that  made  for  the  purpose  of  being  brought 
to  the  attention  of  this  committee? 

Mr.  BoujNG.  Yes,  sir. 

The  Chairman.  You  are  able  to  say  that  that  is  Mr.  Todd's  signa- 
ture on  that  document? 

Mr.  BoLijNG.  Yes,  sir. 

The  Chairman.  Verj^  well,  that  may  be  inserted  in  the  record. 
If  you  desire  to  read  it,  you  may  read  it,  or  insert  it  without  reading; 
just  as  you  prefer. 

Mr.  Boij.iNG.  I  would  like  to  read  it,  sir.  It  corroborates  me  in 
my  statements  in  connection  with  the  house. 

The  Chairman.  Very  well. 

(Mr.  Boiling  read  the  affidavit,  as  follows :) 

District  of  Colutnhia,  to  wit: 

In  the  si)riiiff  of  1916  I  was  informed  by  an  acquaintance  that  Mrs.  Sands 
was  c-ontoini)latIng  buildinjj  a  lioine.     At  that  time  Mr.  R.  W.  Boiling  was  as8fr 
elated  with  nie  in  the  construction  business.    Together  Mr.  Boiling  and  I  vis- 
ited Mr.  Sands  also  Mrs.  Sands,  and  we  were  informed  by  them  that  they  would 
build,  if  such  a  house  as  Mrs.  Sands  had  in  mind  could  be  built  within  their 
price  limit.    Mr.  Holllnj?  and  I  later  submitted  a  bid  and  received  the  contract 
to  build  the  house  according  to  certain  plans  and  specifications.     During  the 
construction  of  the  house  Mrs.  Sands  made  many  change.s.    I  called  Mr.  Sands^s 
attention  to  the  fact  that  he  would  be  charged  with  the  cost  of  these  cliaDges. 
and  he  inf(»r!ned  me  that  if  we  pleased  Mrs.  Sands  he  would  be  entirely  sat- 
isfied.    Upon  completion  of  the  house  and  its  acceptance,  Mr.  Boiling  and  I 
remlered  our  bill  for  the  extras  put  on  the  house  by  Mrs.  Sands;  we  submitted 
receipted  bills  from  the  various  material  firms,  subcontractors,  and  workmen 
who  made  the  differenr  alterations  and  changes;  the  bill  for  extras  amoontiiig 
to  .$1,511  which  both  Mr.  and  Mrs.  Sands  said  was  excessive.    I^ter,  Mr.  Boil- 
ing an<l  I,  ui)on  invitation  of  Mr.  and  Mrs.  Sands,  met  one  evening  in  their 
home,  the  object  being  to  reach  a  settlement  for  the  house. 

A  friendly  discussion  was  had  and,  during  this  discussion,  we  yielded  some- 
thing on  the  amount  of  the  bill,  and  reduced  it  to  approximately  $1  200.  this 
was  still  considered  unsatisfactory,  particularly  to  Mrs.  Sands.  Mr.  Boiling 
and  I  had  given  Mr.  Sands  a  very  low^  figure  on  the  house  and  the  bill  for  ex- 
tras was  eminently  fnir  and  just,  so  I  steadfastly  opposed  making  any  further 
concession.  After  further  discussion  Mr.  Boiling  said  that  rather  than  to  have 
any  unpleasant  feeling  or  dissatisfaction  about  the  house,  that  he,  Mr.  Boiling, 
would  yield  his  half  of  the  bill  for  extras  which  represented  the  greater  portion 
of  his  share  of  the  profit.  We  reached  a  settlement  with  Mr.  Sands  on  this 
basis,  thai  is,  Mr.  Boiling  yielded  his  half  of  the  charge  for  the  extras,  and 
settlement  was  made  on  the  firm  books  in  this  manner.  Mr.  Bolllng*s  account 
being  chargwl  with  the  amount.  Mr.  Sands  did  not  settle  in  cash,  but  gave  his 
no:e  for  .$0  000,  which  Mr.  Rolling  indorsed  and  discounted. 

A  short  time  later  I  met  the  husband  of  the  acquaintance  who  first  gave  me 
the  information  that  Mrs.  Sands  contemplated  building  a  house.  This  party 
is  an  attorney  in  Washington,  and  if  nece.ssary  I  can  give  his  name.  He  asked 
me  about  the  Sands  house  and  I  told  him  the  transaction  had  been  to  some 
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^'Cimt  unsatisfactory  and  that  Mr.  Boiling,  to  reach  a  settlement,  had  given 
^.  Sands  one-half  of  the  bill  for  extras.  Mr.  Boiling  had  gone  out  of  the  con- 
Kmc  ion  business  before  the  completion  of  the  Sands  liouse,  so  except  for  a 
BVlod  of  al>out  two  months,  I  saw  him  only  occasionally  when  our  bushiess 
EBUrs  were  l)eing  settled.  However,  a  year  or  more  later  I  rode  home  with 
Dr.  Boiling  and  be  informed  me  that  Mr.  Sands  had  since  paid  him  the  amount 
■^lich  he  liad  waived.  Mr.  Sands  had  even  sold  his  house  long  since  for  a 
■DoAt  of  $3,500,  this  before  real  estate  had  started  on  its  upward  trend.  I  was 
nry  much  engagetl  witli  my  own  work  at  tliat  time  and  aside  from  being 
Seiised  that  Mr.  Boiling  had  received  what  was  due  him  I  evincetl  no  further 
c^tercst  in  the  ma  ter. 

William  Todd. 

Snbs(*ribed  and  swoni  to  before  me  this  27th  day  of  November,  1920. 

John  J.  Flaukkty, 

yotary  Public. 
Notarial  seal  of  J.  Pierson  James,  affixed  to  the  affidavit. 

Mr.  ik)LLiNG.  Of  that  letter  you  have  the  ori<^inal,  sir  [producing 
paper]. 

The  Chairman.  This  is  the  letter  of  October,  1918,  which  bears 
your  signature? 

Mr.  fioLLiNG.  Yes,  sir. 

The  Chairman.  We  have  that. 

Mr.  BoixiNo.  This  I  would  like  to  put  in  the  record  [producing 
statement  on  letterhead  of  the  Commercial  National  Bank]. 

The  Chairman.  This  being  the  statement  from  the  bank? 

Mr.  BoLLiNo.  That  is  the  affidavit  of  the  bank  on  the  notes. 

The  Chairman.  I  asked  you  if  you  knew  that  that  was  Mr.  Ghi- 
selli's  signature? 

Mr.  BoLLiNG.  Yes,  sir ;  that  is  his  signature. 

The  Chairman.  Was  this  made  at  your  request? 

Mr.  BoLLiNo.  Yes,  sir;  I  had  that  made. 

The  Chairman.  This  being  a  statement  of  the  payments  made  on 
tcoount  of  the  note  which  Mr.  Sands  gave  to  vou,  as  payment  on 
the  contract  price  of  the  house  wliich  you  and  Mr.  Todd  constructed 
for  him  ? 

Mr.  BoLLiNG.  That  is  right,  sir. 

The  Chairman.  And  which  you  discounted? 

Mr.  BoLLiNG.  I  discounted;  yes,  sir. 

The  Chairman.  This  being' the  bank  statement  of  how  that  note 
has  been  gradually  reduced  ? 

Mr.  BoLLiNG.  \  es,  sir. 

The  Chairman.  Until  on  October  15,  1920,  there  was  $914  due,  to 
be  paid  January  14,  1021. 

Mr.  BoLLiNG.  That  is  right,  sir. 

The  Chairman.  That  statement  can  be  placed  in  the  record. 

(The  statement  referred  to  reads  as  follows:) 

The  roMMKR<'iAL  National  Bank. 

Washinf/toHy  I).  C. 

I,  Frank  E.  Ghiselll,  assistant  <-ashi(M\  Comnionial  National  Hank,  Washins- 
on,  D.  C.  do  solemnly  swear  tliait  tlio  follovvinj:  list  of  a  liiHtory  of  notes,  sljjned 
►y  T.  K.  Sands  and  Indorsed  by  K.  W.  Hollinp,  were  copied  by  »n^^  Tnun  the 
iri^nal  book  of  entr>'  fi^  the  Coniin.'nial  National  I^uuk,  \\  asbin;;ton,  I).  (  ., 
roni  tlie  discount  register: 
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Fba:«k  E.  GbiiiEiu 

D  1ST  BUT  OF  fTlH.VMHIA, 

City  of  Wanhinglon,  «a. 
SubBcrilHMi  iind  sworn  to  Iwfore  me  thlM  27tli  day  of  November,  1920. 
ALEXANDta  R.  V 
Kotan/  Public,  District  of  t'oimnMt 
Notary  swul  of  Alcxoiider  R.  Vnrela. 

Mr,  IloLLiNo.  Now,  sir,  here  is  another  matter.  This  one  hasirti 
come  up  here  at  all.  This  is  a  photostat  of  a  letter  that  is  in  the  fils 
of  the  Emerfjency  FWt  Corporation  in  regard  to  the  credit  esteniW 
by  Mr.  Sands  in  behalf  of  tlie  bank,  and  signed  by  him  as  vice  pits- 
dent,  to  tlie  l'i"ovidence  Kngincering  Co.,  and  guaranteeing  g  credit 
of  $12r»,000,  to  be  used  as  working  capital  in  comiection  with  peui- 
ing  cunti'acts  a>vering  the  construction  of  10  tugboats  for  tla 
Kmergent-y  Fleet  Corporation,  during  the  entire  life  of  the  contnA 

The  CiiAiRSiAX,  Where  did  you  get  it? 

Mr.  Bui,i.ix(i.  Ml-.  Tweedaie  gave  me  a  photostat  of  it. 

The  Chairman.  When? 

Mr.  BoLLixo.  Three  or  four  days  ago,  sir. 

The  CuAiB-MAx.  For  use  in  connection  with  this  ioauiry? 

Mr.  Botjjyo.  Yes,  sir.    He  has  the  original,  I  thinlc. 

The  Chairman.  I  understand  that  you  know  DOthing  about  thii 
partof  it,  Mr.  Boiling? 

Mr.  BoLiJNf:.  No,  sir;  Mr.  Twee<lale  gave  me  that,  sir.  He  found 
that  in  the  files. 

The  CiiAinMAN.  You  know  that  this  in  is  in  the  files  of  the  FW 
Corjjoration  ? 

Mr.  B<)i,i.iN(i.  Well,  Mr.  New  has  it  now,  Mr.  Tweedale  told  me. 

The  CiiAin-MAx.  I  sny,  you  know  it  is  in  the  files! 

Mr,  BoiJ-iNO.  Yes.  sir. 

The  Chairman.  You  have  seen  the  original,  have  you? 

Mr.  BoLLiKo,  Yes.  sir :  Sf  r.  Tweedale  has  the  original. 

ilr.  TwE>;i)Ai.F..  The  original  is  here. 

Tlie  Chaihjiax.  I  sny  yon,  Mr.  Boiling,  have  seen  the  original! 

Sir.  B()i.MN<i.  Yes.  sir. 

Tlie  CnAUiMAx.  Therefore  yo"  know  it  is  in  the  files? 

Sir.  HiiM.ixci.  Yes.  m: 

'ITie  Ckaiiimax.  Tt  beiirs  Mr.  Sjinds's  signature? 

Mr.  Bdi.i.ix.;.  Yes.  sir. 

The  Chaikmax.  Well,  as  long  as  the  original  is  here,  Mr.  Boiling, 
we  will  let  the  jier.'siin  who  lias  custody  of  it  pniduce  it. 

Mr.  B(n.i,ix(i.  Yes,  wir. 
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'haieman.  If  there  is  anything  about  this  which  you  wish 
y  about  you  may  do  so,  and  use  the  photostnt  copy  for  that 

OLUNG.  No,  sir;  there  is  nothing  that  T  wish  to  testify  to  on 

HAiBMAN.  Except  that  there  is  such  a  letter? 
OUJNO.  That  there  is  such  a  letter ;  yes.  sir. 
iiAiBMAN.  We  will  inquire  about  that  later. 
lOUJXG.  Yes,  sir.     Here  is  something  that  I  can  not  leave 
;  committee,  but  these  are  the  original  contracts  with  the 
Shipbuilding  Co.,  between  the  Downey  and  the  Emergency 
id  also  the  contract  of  March  14,  1918,  between  the  Provi- 
ngineering  Corporation  and  the  Fleet.     I  can  have  those 
ted. 

'HAIBMAN.  Will  you  have  photostat  copies  made  of  those? 
JoLLiXQ.  I  call' nave  those  made,  sir;   but   I   brought  the 

!. 

'hairman.  We  are  glad  to  see  the  originals.     You  know 

about  the  transaction? 

o'llinq.  Absolutely  nothing, 

HAIBMAN.  Or  the  terms  of  the  contract? 

oLLiNO,  No.  air;  I  have  not  read  them. 

HAIRHAN.  Are  they  in  your  custody? 

OLLINO.  They  are  at  present,  yes,  sir;  since  I  became  treas- 

HAiBHAN.  As  treasurer? 

OLUNO.  Yes,  sir. 

HAIRHAN.  All  contracts  are  placed  with  you  ? 

Polling.  All  contracts  are  with  me  now',  sir,  just  for  safe- 

'hairman.  Mr.  Boiling,  is  there  anything  about  these  con- 

lat  you  wish  to  testify  about?     You  have  produced  them; 

here  any  particular  clause  ? 

iUAtto.  Nothing,  sir,  except  that  I  would  call  the  attention  of 

nittee  to  the  date  on  the  Providence  Enpineenng  Corpora- 

ract,  which  is  March  14.  the  day  before  this  guaranty  of  the 

s  sent.    This  is  dated  March  15.     The  contract  was  dated 

I.    That  is  the  only  thing  I  have  to  say  about  it. 

HAiBHAN.  If  you'will  have  photostat  copies  made  of  both 

contracts  we  would  like  to  have  them. 

JLUNC.  I  will  do  that,  sir.    There  are  four  of  them.  I  think. 

HAiHMAN.  Yes;  there  are;  of  each  of  the  contracts,  and  sent 

mmittee. 

3LLINO.  I  will  do  that,  sir.  , ,  ,  ,     .i, 

HAiRMAN.  You  might  send  them   to   me.  addressed  to  the 

■  Representatives  at  Washington,  where  I  will  be  next  weeH. 

jLLiNo.  I  will  send  them  hv  mes.senfrer  to  you. 

HAIRMAN.  Very  well.     We'will   retain  this  Providence  En- 

r  Corporation  contract  just  for  a  few  -"'""'f  ;,^':-  S^""';^. 

.  anything  else  there  you  desire  to  present  to  the  committee 

if  documents  or  information? 


i 
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Mr.  BoLLixr..  Yes,  sir;  I  have  my  bank  statements,  the  origii 
statements  sent  me  by  the  bank,  for  the  entire  year  of  1918.  I  won 
like  to  put  those  in,  sir  [producing  papers]. 

The  Chairman.  This  is  a  statement  of  checks  and  deposits? 

Mr.  BoLLiNo.  Yes,  sir.     I  have  all  of  the  original  duplicates— 
mean,  tliev  have  stopped  keeping    passbooks   now,    you    know, 
always  make  out  a  du|)licate  deposit  slip.    They  stamp  on  it, "  Du| 
cate  "  and  tliey  keep  tlie  other.    Now,  I  have  all  of  those  here,  shoi 
ing  all 

The  CiiAiKMAN.  To  substantiate  these  statements? 

Mr.  BoLLiXG.  To  substantiate  them,  just  as  listed,  sir. 

The  Chairman.  The  original  deposits  slips,  I  assume,  are  in  tl 
possession  of  the  bank? 

Mr.  BoLLiNo.  With  the  bank;  yes,  sir. 

The  Chairman.  This  is  quite  a  voluminous  record. 

Mr.  BoijJNc;.  Yes,  sir. 

The  Chairman.  Do  you  desire  that  this  be  placed  in  the  record 
the  committee? 

Mr.  BoLLiNo.  I  will  leave  that  to  the  committee,  sir.  I  simi 
furnish  it.  .  '  • 

The  Chairman.  We  will  leave  it  to  you,  sir.  If  it  is  your  wii] 
that  this  be  inchided  in  the  record  of  the  committee,  I  will  so  order  it 

Mr.  BoLLiNG.  That  is  very  kind  of  you,  sir.  If  you  would  ip- 
point  somebody  to  go  over  my  deposits  with  me,  so  that  I  can  shot 
where  very  cent  of  the  deposits  shown  came  from,  then  I  do  not  catt] 
about  it  being  in  the  record. 

The  Chairman.  Very  well,  we  will  susj)end  action  upon  that  fori 
the  present. 

Mr.  BoLLiNO.  Yes,  sir. 

The  Chairman.  Now  is  there  anything  else  you  desire? 

Mr.  BoLLixo.  No,  sir;  I  think  that  is  all. 

The  Chairman.  You  said  that  vou  had  some  canceled  checks 
showing  the  payment  of  the  $7,500  loan? 

Mr.  BoLLiN(}.  Yes,  sir;  that  is  true.  I  will  furnish  those  to  the 
committee. 

The  CiiAHtMAN.  If  you  will  get  those  and  furnish  them,  the 
oritrinal  cliecks. 

Mr.  BoixiN<j.  They  are  the  original  checks,  and  I  will  be  glad  to 
furnish  all  of  my  checks  for  1918,  the  original  checks  canceled. 

The  Chairman.  What  period  does  this  statement  cover? 

Mr.  Boij.iNo.  This  covers  the  period  starting  with  January,  1918, 
through  December  iM,  1018:  for  the  entire  vear,  sir. 

The  (^HAiRMAx.  You  say  you  have  nothing  else? 

Mr.  B(HjjN(;.  Than  the  deposit  slios.  Oli,  this  check  I  want  to 
go  in.  sir;  that  is  the  check  repaying  that  loan. 

The  (^HAiRMAN.  The  (heck  repaying  the  loan  with  interest? 

Mr.  BoLLiNo.  You  read  that  in,  sir. 

The  Chahjman.  We  read  it  into  the  record  this  morning.  Unless 
perhai)s  you  could  have  a  ])hotostat  copy  made  of  it? 

Mr.  B(n.LiN(;.  I  will  [)ut  that  with  my  other  checks  when  I  give 
them  to  you. 

The  Chairman.  Have  vou  an\ihing  further  that  vou  desire  to 
bring  out? 
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•.  BouLiNO.  Nothing  further,  sir. 
TThe  Chairman.  Have  you  any  further  statement  you  desire  to 
■»? 
Mr.  BoLLiNG.  No,  sir;  I  think  you  have  covered  the  statement 

-  The  Chairman.  Are  there  any  questions  you  have,  Mr.  Kelley? 
-__  Mr.  Kelley.  After  jrou  went  out  of  the  contracting,  business,  and 
the  brokerage  business,  you  were  appointed  a  bauKing  examiner, 
I  understand  ? 
Mr.  BoLLiNo.  As  an  assistant ;  ye^,  sir. 
Mr.  Kelley.  An  assistant  bank  examiner? 
Mr.  BoLLiNO.  Yes,  sir. 

Mr.  Kelley.  Was  that  a  national-bank  examiner? 
Mr.  Bolling.  Yes,  sir. 

Mr.  Kelley.  You  had  had  quite  a  bit  of  banking  experience  before 
fUiat  time,  had  you  ? 

Mr.  Bolling.  Well,  I  have  had  a  good  deal  of  financial  experience ; 
sir. 

Mr.  Kelley.  What  positions  have  you  held  in  banks? 

Mr.  Bolling.  None,  sir. 

Mr.  Kelley.  None.  You  were  always  with  some  banking  exami- 
ner when  you  went  out  on  the  road  examining  banks? 

Mr.  BoiiiiNG.  Well,  the  New  York  banks  are  large,  and  usually  we 
go  into  a  bank  at  three  o'clock  in  the  afternoon,  after  their  day 
's  over,  in  large  enough  number  to  examine  that  bank,  usually  8 
>lr  10  and  sometimes  20  examiners,  and  each  man  is  assigned  to  a  cer- 
tain department,  and  he  takes  care  of  that  particular  department. 

Mr.  Kelley.  JSut  this  position  was  a  sort  of  a  temporary  affair 
^11  the  time? 

Mr.  Bolling.  Yes,  sir. 

Mr.  Kelley.  Considered  so  by  you  ? 

Mr.  Bolling.  Yes,  sir. 

Mr.  Kelley.  Paying  a  salary  of  how  much,  did  you  say;  $2,000 
a  year? 

Mr.  Bolling.  I  think  that  I  started  there  at  about  $2,200,  and  I 
believe  I  was  raised  to  $2,500  or  $2,600,  just  prior  to  my  resigna- 
tion. 

Mr.  Kelley.  This  was  after  the  war,  after  we  had  gotten  into  the 
war? 

Mr.  Bolling.  Let  me  see,  we  declared  war  in  April,  was  it  not? 

Mr.  Kelley.  April,  1917. 

Mr.  Bolling.  1917.  I  have  not  established  that.  It  was  in  April, 
1917,  that  I  came  to  New  York ;  yes,  sir. 

Mr.  Kelley.  You  had  made  some  applications  for  other  positions 
with  the  Government? 

Mr.  Bolling.  I  was  looking  for  a  position ;  yes,  sir.  I  had  asked 
several  of  my  friends  to  let  me  know  of  anything  that  was  open. 

Mr.'  Keli^ey.  I  think  you  said  it  took  you  about  three  months  to 
get  a  position  that  was  really  attractive,  any  way  attractive  to  you? 

Mr.  Bolling.  Yes,  si-r. 

Mr.  Kelley.  Well,  you  knew  Mr.  Tumulty  a  long  time,  ^  suppose? 

Mr.  Bolling.  Yes,  sir.  ' 
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Mr.  Kelij=:t.  Could  he  not  help  vou  out  in  getting  you  connecto 
Avith  any  of  the  various  branches  of  the  Government  that  were  start 
inff  up  at  that  time? 

Mr.  BoLLix(t.  Well,  I  had  asked  Mr.  Tumulty,  as  I  had  aske 
a  creat  many  people. 

Mr.  KEiJy.EY.  And  Mr.  McAdoo,  I  suppose,  had  a  great  many  posi 
tions  at  his  disposal? 

Mr.  BoLLiNG.  Yes;  but  I  never  asked  Mr.  McAdoo. 

Mr.  Kelley.  Although  this  position,  of  course,  was  in  his  depart 
ment,  was  it  not  ? 

Mr.  BoijjNG.  Mr.  McAdoo,  sir? 

Mr.  Kelley.  Yes ;  he  was  Secretary  of  the  Treasury  at  that  time 

Mr.  BoLLiNG.  Yes ;  yes,  sir ;  it  would  be  considered  imder  him. 

Mr.  Kelley.  And  it  took  you  three  months  to  get  a  position  tha 
was  attractive  to  vou? 

Mr.  BoLLiNo.  "i  es,  sir. 

Mr.  Kelley.  When  you  went  with  the  Shipping  Board  I  suppo 
that  Washington  was  full  of  agents  of  every  kind,  pretty  nearl 
seeking  contracts  with  the  Government  ? 

Mr.  BoLLiNG.  I  imagine  so;  yes,  sir. 

Mr.  Kelley.  On  account  oi  your  private  family  connections, 
suppose  vou  had  to  be  on  guard  all  the  time,  pretty  nearly,  did  s 
not  ?        "^ 

Mr.  BoLLTNG.  I  have  been,  sir,  for  the  last  five  years. 

Mr.  Kelley.  Even  casual  acquaintances,  I  suppose,  sometir 
would  prey  upon  the  fact  that  they  knew  you? 

Mr.  BoLLiNG.  They  would,  sii*.  I  had  a  man  ask  me  while  I  was 
lunch  to-day,  if  I  could  not  get  him  a  job. 

Mr.  Kelley.  And  I  suppose  that  an  unscrupulous  agent  at  Wa 
ington,  representing  some  outside  contractor  and  seeking  to  m 
himself  strong  with  his  employer,  if  he  had  any  possible  show 
saying  that  he  knew  Mr.  Boiling,  would  say  so? 

"Mr.  BoLLiNG.  He  would,  sir.    Not  that  it  did  him  any  good. 

Mr.  Kelly.  No  ;  but  he  might  say  that  as  a  method  of  strengtl 
ing  himself  with  his  employer? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  You  found  that  situation  probably  all  the  whil 
meet,  did  you  not  ? 

Mr.  BoLLiNO.  All  the  while ;  yes,  sir. 

Mr.  Kelley.  And  that  would  naturally  put  you  on  your  giw 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Keli  EY.  In  dealing  with  various  people? 

Mr.  BoLLTNG.  Yes,  sir. 

Mr.  Kelley.  I  was  wondering  if  it  would  not  have  been  b( 
for  you  if  you  had  told  everybody  who  sought  favors  of  you,  in  o 
departments  of  the  Shipping  Board  and  the  Government,  that 
had  nothing  whatever  to  do  with  that,  rather  than  by  saying  that 
would  do  all  vou  could  for  them. 

Mr.  BoLLiNG.  I  think  it  would  have;  yes;  and  I  have  lately  ado] 
that  principle. 

Mr.  Kelley.  This  position  that  you  hold  now  is  an  exceedii 
important  one,  is  it  not? 

Mr.  Bolling.  Yes,  sir ;  I  consider  it  so. 


•      --»:t-'> 
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,  Kelley.  About  how  much  money  passes  through  your  hands 
^uauy? 

Mr.  BoLLiNG.  Well,  I  have  not  been  there  a  year  yet,  sir,  but  a  great 
imntity  of  money;  oh,  I  should  say  over  $20b,0(K),00(). 
Mr.  Kelley.  Not  more  than  that? 
Mr.  BoLUNG.  Well,  I  have  not  been  there  a  year  yet. 
Mr.  Kelley.  I  know,  but  at  the  rate  ? 

Mr.  BoLLiNG.  Oh,  yes;  during  the  war  a  great  deal  more ;  during  the 
»r  $467,000,000  in  the  oi)erations  alone  passed  through  my  hands; 
mean  from  the  inception. 

.*^-  Kelley.  Somebody  has  stated  to  the  committee  that  the  Ship- 
■   *'  ^=JjW^  I^rd  is  an  institution  twice  the  size  of  the  United  States  Steel 
^-  '^'■^nwration.    Is  that  correct,  do  you  think? 
Mr.  Bolling.  I  would  say  it  was,  easily,  sir. 

Mr. Kelley.  And  you  are  the  treasurer  of  that  gigantic  institution? 
Mr.  BoLUNG.  Yes,  sir. 
Mr.  Kelley.  What  is  your  salary  ? 
.  'Mr  m     Mr.  Bolling.  $10,000. 

Mr.  Kelley.  You  fii-st  were  getting,  as  a  banking  examiner,  $2,200? 
Mr.  Bolling.  Yes,  sir. 

Mr.  Kelley.  And  then  as  an  assistant  treasurer,  $4,000? 
Mr.  Boluno.  Yes,  sir. 
Mr.  Kelley.  And  as  treasurer,  $10,000  ? 

Mr.  Bolling,  Yes.    That  salary  of  $4,000  was  increased  to  $5,000 
wout  sh  or  eight  months  after  I  had  been  there,  sir. 

Mr.  Kelley.  You  were  an  assistant  to  Mr.  Tweedale  while  he  was 
treasurer? 

.  Mr.  Bolling.  Yes,  sir;  I  have  been  assistant  to  all  of  the  treasurers 

*'  *    f*  L  ^  came.    I  have  been  one  of  the  assistants,  I  should  say ;  Mr. 
"^€tt  is  the  other  one. 

Mr.  Kelley.  In  this  Sands  matter  you  considered  all  along,  until 
matters  reached  a  crisis,  that  Mr.  Sands  was  a  friend  of  yours,  and 

'^'m^^  on  that  theory? 

., '**'•  Bolung.  One  of  the  best  friends  I  had;  yes,  sir.    Not  onlv 
Miat,  but  my  financial  adviser  and  my  banker,  and  I  always  consid- 
ered hun  gQ^    There  was  no  reason  why  I  should  not.    He  held  a  re- 
^nsihh  position — an  oflicer  of  one  of  the  biggest  banks  in  Washing- 
aP^S-^  had  been  my  banker  since  1914. 

i»ir.  Kelley.  You  thought  he  was  a  perfectly  honest  and  honorable 
"^W    4*^etime? 
^^'  :OOu.ing.  Absolutely. 

\f  '  :^EtXEY.  Until  this  reached  a  crisis  as  to  his  arrest  ? 
^^'  ^oijLiNG.  Yes,  sir. 
r^J^K'^^lAJEY.  Well,  did  it  not  shake  your  faith  in  him  a  little  when 
2^^^  that  he  would  divide  that  commission  for  the 

Mr  Sp^^ino-  It  did,  sir. 

j^r  ^^JA^Y.  What  are  those  called,  bending  rolls? 

Mr  V?^-Li^o-  Bending  rolls;  yes,  sir. 

roll  ^^LLEY.  I  do  not  know  whether  you  know  what  a  bending 

chin^   -^lling.  I  do  not  know,  sir,  what  it  is.    It  is  a  piece  of  ma- 
in cl  ^^-     I  imagine  it  is  a  machine  with  two  rolls,  to  bend  the  plates 
i^rnK  *^^  to  put  on  the  hulls.    I  did  that  as  much  for  the  Fleet  Cor- 
t/jS^^^^'s  interest  as  I  did  for  Mr.  Sands,  and  I  \\a\e  sftx\o\\%  dLW3fe\» 
•  ^ands  ever  got  anything  for  it. 
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Mr.  Kklley.  But  he  told  you  that  he  was  going  to  get  somethinj 
for  it  ? 

Mr.  BoLLiNo.  He  told  me  that  he  Avas  going  to  get  something;  yes, 
sir. 

Mr.  Kklley.  Don't  vou  think  he  is  a  truthful  man? 

Mr.  BoLLiNo.  No,  sir;  I  do  not. 

Mr.  Kklley.  Not  now,  eh  ? 

Mr.  BoLLiNG.  No,  sir. 

Mr.  Kklley.  Have  you  ever  caught  him  telling  falsehooils  about 
any  matt<»rs  that  did  not  directly  concern  you? 

Mr.  BoLLiNG.  No,  sir ;  I  have  not ;  except  this  one. 

Mr.  Kklijcy.  So  far  as  you  know,  in  other  matters  he  has  hm 
truthful? 

Mr.  Bulling.  Yes,  sir. 

Mr.  Kelley'.  In  this  brokerage  business  he  was  sort  of  the  angd 
of  the  affair? 

Mr.  Bolling.  He  was  the  guardian  angel.  I  owe  everything  that 
I  have  ever  had  any  trouble,  when  you  come  to  look  back  on  it,  with 
Mr.  Sands. 

Mr.  Kklj.ky.  Well,  did  he  originate  the  idea  of  having  a  brokerage 
house  ? 

Mr.  Bolling.  No,  sir;  I  will  give  you  a  brief  history  of  that 

Mr.  Kkllky.  I  do  not  think  it  is  necessary,  particularly. 

Mr.  Bolling.  AVell,  these  two  men  were  already  in  business,  Rob-  1 
ertson  and  (\>nnolly,  but  they  did  not  have  a  stock  exchange  seat 
Therefore,  tliey  were  not  malting  anything  but  the  interest  on  the 
money,  becau.se  they  had  to  pay  all  the  commissions  to  the  New  York 
man  tliat  bought  and  sold  the  stock;  they  had  a  private  wire.  So 
Connolly  told  me  that  if  we  could  get  a  stock  exchange  seat  we  would 
get  all  those  commissions,  and  that  is  where  Sands  came  in,  helping 
to  arrange  to  finance  it. 

Mr.  Kkllky.  Did  you  borrow  the  money  of  Sands  to  go  into  this 
brokerage  firm? 

Mr.  Bolling.  No,  sir;  I  borrowed  part  of  that  money;  I  can  give 
vou  a  record  of  exactlv  how  that  was. 

Mr.  Kkllky.  But  you  did  not  borrow  it  of  Sands? 

Mr.  Bolling.  No,  sir;  I  borrowed  part  of  that  from  the  Com- 
mercial National  Bank,  and  I  put  in  my  own  cash,  $10,000,  into  it. 

Mr.  Kkllky.  You  made  the  loan  through  Sands,  did  you  not  i 

Mr.  B()Llin<;.  Oh,  I  made  it  through  him  as  an  officer  of  the  bank. 

Mr.  Kkllky.  Yes;  Sands  was  instrumental  in  letting  you  have  the 
money  from  the  bank? 

Mr.  Bulling.  Yes,  sir. 

Mr.  Kkllky.  To  start  in  business? 

Mr.  Bolling.  Yes,  sir. 

Mr.  Kkllky.  Now,  what  security  did  you  give  him  for  that? 

Mr.  Bolling.  Well,  I  put  up  some  stocks  and  bonds  and  things, 
I  think,  sir. 

Mr.  Kkllky.  And  then  you  paid  that  loan  to  the  bank,  did  you? 

Mr.  BoLLiN<i.  No,  sir;  I  have  never  paid  that  loan.     It  is  still  out, 
the  larger  portion  of  it. 

Mr.  Kklley.  At  the  bank? 

Mr.  BoLLJNG.  Yes,  sir. 
Mr.  Kellky.  How  much  is  that,  d\^  ^o\x  ^"^X 
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Mr.  BoLXJNQ.  There  are  two  or  three  different  notes  there.    Let  me 

)j  I  think  I  can  tell  you.     I  carry  it  with  me  [referring  to  memo- 
rmnduml.    I  will  tell  you  what  I  owe  the  bank. 

Mr.  Keij:^y.  I  am  only  asking  this  because  it  connects  with  Mr. 
Sands. 

Mr.  BoLLiNG.  I  am  very  glad  for  you  to  ask  it. 

Mr.  Kelley.  Mr.  Sands  made  the  arrangements,  I  understand. 

Mr.  BoixiNG.  This  is  an  old,  old  statement.  AH  of  that  money 
did  not  come  from  the  Commercial.  I  would  rather  get  that  state- 
inent  up  for  you,  sir,  than  to  give  you  these  figures. 

Mr.  Keixey.  Well,  that  probably  would  be  better. 

Mr.  BoLLiNG.  But  I  will  tell  you  now  that  in  January,  1917,  I 
o^ed  the  Commercial  $10,204. 

Mr.  Kelley.  But  the  loan  was  made  by  the  regular  discount  com- 
xaittee? 

Mr.  BoLLiNo.  Oh,  yes ;  yes,  sir. 

Mr.  Kelley.  And  Mr.  Sands  is  not  under  obligations  personally 
Ob  your  account? 

Mr.  BoLLiNG.  Oh,  no ;  no,  sir.  But  part  of  that  money — part  of 
t;]iose  notes  were  older  than  that. 

Mr.  Kelley.  Well,  now,  he  did  put  up  some  money  to  the  firm? 

Mr.  BoLMNG.  Yes,  sir. 

Mr.  Kelley.  To  the  partnership  ? 

Mr.  BoLLiNG.  Yes,  sir.  He  arranged  to  get,  as  I  remember, 
$40,000;  I  think  I  am  correct  in  that  figure. 

Mr.  Kelley.  You  think  that  either  J?30,000  or  $40,000  was  paid 
into  the  firm  ? 

Mr.  BoLLiNG.  I  do  not  know  whether  that  included  his  commission 
forgetting  it  or  whether  we  paid  that  outside. 

Mr.  Kelley.  If  it  did,  the  firm  ^ot  $30,000  ? 

Mr.  BoLLiNG.  That  is  the  idea,  sir. 

Mr.  Kelley.  If  not,  it  got  $40,000? 

Mr.  BoLUNG.  Yes,  sir. 

Mr.  Kelley.  Did  you  arrange  that  loan  yourself  ? 
-  Mr.  BoLLiNG.  No,  sir ;  I  did  not.    No ;  they  had  it  all  arranged  as 
to  how  they  could  work  out  to  get 

Mr.  Kelley.  Did  this  make  hands  a  partner  in  the  affair  in  some 

way? 

Mr.  BoLLiNG.  No,  sir.    No,  sir ;  he  was  not  to  share  in  any  of  the 

profits. 

Mr.  Kelley.  Except  the  $10,000  ? 

Mr.  BoLLiNG.  Except  that. 

Mr.  Kelley.  The  commission  that  he  was  to  get  for  placing  this 

loan  ? 

Mr.  BoLLiNG.  That  was  all ;  yes,  sir. 

Mr.  Kelley.  Did  he  get  the  money  from  the  bank  ? 

Mr.  BoLLiNG.  No,  sir ;  I  think  not. 

Mr.  Kelley.  That  was  a  personal  matter  with  him  ? 

Mr.  BoLiiiNG.  He  got  it  somewhere  else;  I  think  so. 

Mr.  Kelley.  Did  you  sign  the  notes? 

Mr.  BoLLiXG.  No,  sir;  I  think  not.  F.  A.  Connolly  &  Co.  they 
were  si^ed. 

Mr.  Kelley.  In  behalf  of  F.  A.  Connolly  &  Co. ;  that  made  you 
liable  under  the  notes,  did  it  not? 
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Mr.  Rolling.  Well,  there  Avas  an  F.  A.  Connolly  &  Co.,  you  sec, 
before  I  came  into  it. 

Mr.  Kelley.  Yes:  but  you  were  a  partner  at  the  time  the  notes 
were  given? 

Mr.  BoLLiN(j.  Yes,  sir;  I  came  into  it. 

Mr.  Kelley.  And  they  were  signed  F.  A.  Connolly  &  Co.,  I  sup- 
pose, per  F.  A.  Connolly,  president,  if  that  is  what  he  was? 

Mr.  Rolling.  They  were  probably  signed  that  way:  but  that  note, 
I  think,  was  given  prior  to  my  actually  coming  in,  because  thej 
had  worked  it  out  how  thev  could  finance  this  seat,  which  cost  about 
$75,0()() ;  that  they  could  get  that  $40,000  from  Sands  and  ^lO.mVi 
from  me,  and,  I  think,  a  credit  in  New  York  of  $25,000.  I  am  not 
sure  how  tliey  got  the  other  $25,000;  but  anyhow,  they  had  it  ar- 
ranged that  way. 

Mr.  Kelley.  Well,  now,  when  did  Sands  release  you  from  an\ 
responsibility  in  connection  with  that  loan? 

Mr.  Rolling.  Why,  he  never  mentioned  that  loan  to  me.  sir. 

Mr.  Kelley.  Has  he  not  sought  to  hold  you  liable  with  the  othe 
partnei's? 

Mr.  Rolling.  No,  sir. 

Mr.  Keij.ey.  For  the  loan? 

Mr.  Rolling.  No,  sir. 

Mr.  Kelley.  Has  he  not  told  you  that  because  he  and  vou  weresiK 
good  friends  he  would  release  you  from  responsibility? 

Mr.  Rolling.  No,  sir. 

Mr.  Kelley.  Do  you  know  what  securities  he  had  for  the  prot( 
tion  of  that  loan? 

Mr.  RoLLiNc.  I  (io  not  know  that  he  had  any,  sir;  T  do  not  thi 
he  had.     P\)r  that  $40,000,  you  mean? 

Mr.  Kelley.  For  the  amount,  yes. 

Mr.  RoLLiNc.  I  am  sure  that  he  had  nothing,  sir. 

Mr.  Kelley.  Are  you  sure,  Mr.  RoUinfir,  that  at  the  time  tl 
$40,000  was  l)orrowed  you  were  not  a  member  of  the  firm  ? 

Mr.  RoLLixi;.  Well,  it  was  prior  to  my  coming  in,  because  I  ( 
not  become  a  meml>er  of  the  firm  until  we  had  the  stock  exchai 
seat;  and  we  could  not  buy  the  stock  exchange  seat  unless  the  moi 
was  forthcoming,  and  my  $10,000  was  a  part  of  the  money  that  w 
to  buy  the  stock  exchange  seat. 

Mi\  Kelley.  Do  you  not  think,  possibly,  that  the  arrangem 
was  made  lor  the  $4(),()()0,  but  the  actual  paying  in  of  the  money- 
Mr.  R()LLiN(i.  That  may  be  true,  sir;  and  that  is  what  I  tried 
(Icterinine  yesterday.  I  did  not  have  time  to  get  that.  I  went, 
rather,  1  ])lH)ne<l  to  Mr.  Robertson  and  asked  him  to  get  those  bo 
for  me,  so  that  1  could  tell. 

Mr.  Kelley.  Then  it  may  be  that  you  are  liable  on  that  $40 

note  ? 

Mr.  RoLLiN(;.  It  might  be.    I  have  often  thought  of  that,  sir. 

Mr.  Kelley.  And  never  have  inquired  into  it,  to  ascertain  whet 
you  were  or  not  ? 

Mr.  Rolling.  No,  sir. 

Mr.  Kelley.  You  had  all  you  could  handle  without  that,  eh? 

Mr.  RoLLiNo.  Let  the  sleeping  dogs  lie.  I  have  got  enough  to  t 
care  of. 
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*K  .    Ifr.  Kellet.  Who  is  this  Mr.  Bobertson  that  you  have  spoken  of 
.Ibo  many  times? 

Mr.  BoLLiNG.  Mr.  Robertson?  Mr.  Robertson  is  from  Maryland, 
aome  part  of  Maryland.  He  is  now  an  agent  for  the  Stutz  car  in 
Washington,  and  prior  to  going  into  that  firm  he  was  connected 
'With  the  Commercial  National  Bank,  I  think,  in  the  capacity  of  a 
lK>okkeeper,  clei*k,  or  paying  teller,  or  something  of  that  kind. 
Mr.  Kelx£t.  Under  Mr.  Sands? 
Mr.  BoLLiNG.  Yes,  sir;  but  I  never  knew  him  until  I  got  into  the 


Mr.  Kellet.  Did  he  engage  in  any  war  activities  of  any  kind? 
Mr.  BoLUNG.  Mr.  Robertson,  sir? 
Mr.  Kellet.  Yes. 
Mr.  Rolling.  No,  sir;  he  did  not. 

Mr.  Kellet.  You  do  not  know  whether  or  not  he  was  interested 
in  any  shipbuilding  company? 

Mr.  Rolling.  Yes,  sir ;  I  think  he  w^as. 

Mr.  Kellet.  What  company? 

Mr.  Rolling.  The  White  Haven  Shipbuildin«:  Co.,  White  Haven, 

Aid. 

Mr.  Kellet.  Was  there  any  difficulty  or  trouble  about  settling  the 
claims  of  that  company? 

Mr.  Rolling.  None  that  I  know  of,  sir. 

Mr.  Keixet.  Did  Mr.  Robertson  ever  talk  to  you  about  their 
claim? 

Mr.  Rolling.  Time  and  time  again,  sir. 

Mr.  Kellet.  Do  you  know  what  settlement  was  made  ? 

Mr.  Rolling.  No,  sir;  I  do  not. 

Mr.  Kellet.  What  did  he  want  you  to  do  in  connection  with  the 
claim  ? 

Mr.  Rolling.  Why,  he  urged  that  I  do  something,  anything  I 
could,  to  help  him;  but  I  had  not  done  a  thing,  sir,  to  help  him. 

Mr.  Kellet.  You  did  not  si^eak  to  anybody  on  the  Claims  Com- 
mittee? 

Mr.  Rolling.  No,  sir.    I  sent  ilr.  Robertson  to  see  Mr.  Martin 
Gillen. 

Mr.  Kellet.  And  did  you  say  anything  to  Mr.  Gillen  about  try- 
ing to  get  an  early  settlement  of  it,  or  get  it  disposed  of. 

Mr.  Rolling.  I  told  Mr.  Gillen  anything  he  could  do  to  help  him 
I  would  appreciate,  sir. 

Mr.  Kellet.  Then  you  did  use  your  influence  with  Mr.  Gillen  in 
behalf  of  this  White  Haven  claim  t 

Mr.  Rolling.  To  that  extent ;  yes,  sir. 

Mr.  Kellet.  Well,  what  more  could  you  do? 

Mr.  RoLUNG.  That  is  all  I  could  do. 

Mr.  Kellet.  Than  to  go  to  the  man  who  was  the  aid  to  the  head 
of  the  board,  and  ask  him  to  do  what  he  could,  and  all  he  could 
do  you  would  greatly  appreciate  personally? 

^h.  Rolling.  That  is  all  that  I  did,  sir.    That  is  what  I  did. 

Mr.  Kellet.  What  more  could  you  do  than  that? 

Mr.  Rolling.  That  is  all  I  could  do. 
^  Mr.  Kellet.  Then  you  did  help  him  to  the  very  extent  of  your  \)o 
sition  there  and  your  ability  in  tliat  case? 

Mr.  BoixiNQ.  Well,  I  had  the  matter 
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Mr.  Kellky.  I  do  not  mean  to  say  now,  Mr.  Boiling,  that  theM] 
was  a  thing  wrong  about  that,  or  that  you  received  anj^  compeDsi-^ 
tion  for  it  at  all. 

Mr.  BoLLiNG.  I  say,  that  is  exactly  what  I  did,  sir. 

Mr.  Kei.ley.  Was  that  not  another  case  where  an  acquaintance  or; 
a  friend  or  a  former  business  associate  took  advantage  of  your  poi- 
tion  there  and  got  3'ou  to  do  something  which  you  probably  should 
not  have  done,  Mr.  Boiling? 

Mr.  BoLLiNG.  Well,  I  don't  know,  sir.  I  am  not  the  man  to  m 
on  that,  you  understand ;  and  people  coming  in,  I  always  try  to  refer 
them  to  the  proper  department,  and  that  is  about  all  1  did  with  Mr. 
Robertson. 

Mr.  Kelley.  You  see,  you  are  in  a  very  delicate  and  difficult  situa- 
tion there. 

Mr.  B0L1.1NG.  I  am,  sir. 

Mr.  Keli.ey.  Because  a  request  coming  from  you  would  carry  t 
great  deal  of  weight  for  two  reasons ;  one  of  which  is  that  you  tn 
the  treasurer  of  this  enormous  affair? 

Mr.  BoLiJNG.  Yes,  sir. 

Mr.  KEiJiEY.  And  a  request  upon  Mr.  Gillen  that  he  use  all  ret- 
sonable  means  to  advance  this  claim,  and  that  you  would  appreciate 
anything  he  could  do  personally,  meaning  I  suppose  honestly 

Mr.  BoLLiNo.  Yes,  sir. 

Mr.  Kelley.  Would  carry  a  good  deal  of  weight. 

Mr.  BoLLiXG.  Yes,  sir. 

Mr.  Kelley.  Well,  do  you  know  as  a  matter  of  fact  that  this  claim 
was  settled  for  $102,000,  or  something  like  that? 

Mr.  BoLLiNG.  No,  sir.  I  do  not. 

Mr.  Kelley.  After  the  comptroller  had  recommended  that  nothing 
be  paid  ? 

Mr.  BoLLiNG.  No,  sir ;  I  do  not. 

Mr.  Kelijcy.  You  do  not  know  whether  that  is  true  or  not  ? 

Mr.  BoLiJNG.  No,  sir. 

Mr.  Kelley.  Has  Mr.  Eobertson  ever  seen  you  again  about  this 
case,  since  it  was  settled  ? 

Mr.  BoLLiNG.  I  do  not  think  he  has,  sir:  never  mentioned  it. 

Mr.  Kelley.  Do  you  keep  a  set  of  books,  Mr.  Boiling,  outside  of 
your  cash  book? 

Mr.  B()LLiN(;.  T  keep  almost  everything  in  my  check  book,  sir. 

Mr.  Kelley.  Yes ;  a  great  many  of  us  are  perfectly  able  to  do  that. 

Mr.  BoLLiNG.  T  do  not  have  much  trouble  keeping  my  books.  The 
principal  thing  T  have  trouble  with  are  my  bills,  toi  try  and  get 
enough  money  to  pay  them. 

Mr.  Keixey.  When  was  the  last  time  vou  saw  Mr.  Robertson.  Mr. 
Bollinff? 

Mr.  BoLLiNG.  Well.  I  talked  to  him  yesterday,  sir.  on  the  phone,  in 
regard  to  this  Connolly  thing.  T  do  not  know  when  I  have  seen  him 
last:  it  has  pi-ohably  been  two  months. 

Mr.  Kelley.  Do  you  remember  when  was  the  last  time  you  talked 
with  him  about  his  claim  before  the  Shipping  Board? 

Mr.  BoLLiNG.  No.  sii*. 

Mr.  Kelt/EY.  T  think  yon  testified  this  morning,  Mr.  Boiling,  to 
certain  specific  loans  for  whirh  you  had  given  notes  to  Mr.  Sands? 
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Mr.  BoLLiNo.  Yes,  sir. 

Mr.  Kelley.  And  then  you  also  stated  that  you  had  made  a  great 
any  other  loans  from  him,  for  which  you  had  given  no  notes  of  any 
nd ;  or  did  I  misunderstand  you. 

Mr.  BoLLiNG.  I  think  you  must  have  misunderstood  me,  sir.  I 
id  not  think  I  made  that  statement. 

Mr.  KeUiEY.  I  think — just  refresh  your  mind,  Mr.  Boiling — that 
m  said  you  had  had  himdreds  of  financial  transactions  with  Mr. 
iuids? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr*.  Kelley.  And  that  you  had  borrowed  money  of  him  a  great 
|wiy  times?  ^ 

Mr.  BouJNG.  Yes,  sir. 

Mr.  Kelley.  And  the  chairman  asked  you  whether  or  not  you 
ive  a  note,  and  you  said,  no,  except  in  these  instances  which  you 
^tailed  here. 

Mr.  BoLLiNG.  Well,  I  did  not  mean  to  leave  you  under  that  im- 
^ession,  sir,  because  I  have  not  borrowed  very  much  money  from 
kiids  without  giving  him  a  note. 

Mr.  KEU4EY.  Well,  now,  you  have  borrow^ed  some  from  Mr.  Sands, 
r  which  you  have  ffiven  no  notes. 

Mr.  BouLJNG.  Well,  this  $600  in  question  is  the  only  thing  I  think 
,  sir,  that  has  not  been  covered  by  notes.  Of  course,  that  was  not 
loan. 

Mr.  Kelley.  You  did  not  borrow  that? 
Mr.  BouLiNG.  That  was  not  a  loan. 

Mr.  KEiiLEY.  That  was  just  paying  you  on  the  contract  for  the 
>use? 

Mr.  BoLLiNG.  Yes,  sir. 
Mr.  Kelley.  Is  that  all  ? 
Mr.  BoMJNG.  That  is  all,  sir. 

Mr.  Kelley.  What  did  you  mean  when  you  said  you  had  had  hun- 
reds  of  business  transactions  with  him  ? 

Mr.  BoiiLiNG.  Well,  I  think  both  as  an  oflRcial  of  the  bank  and 
jersonally;  but  I  have  had  a  great  many  transactions  with  Mr. 
Sands  in  regard  to  his  house,  and  in  regard  to  the  Connolly  matter. 
Mr.  Reli^ey.  But  outside  of  these  transactions  that  you  spoke  of 
his  morning,  the  chairman  asked  you,  if  I  remember  correctly — 
Qd  I  do  not  want  to  misquote  you,  you  understand. 
Mr.  BoLLiNG.  No,  indeed ;  I  know  it. 

Mr.  Keluby.  But  I  just  want  to  refresh  your  memory,  so  you  can 
Street  me  if  you  misunderstood  his  questions. 
Mr.  BoLUNG.  I  probably  did,  sir. 

Mr.  Kelley.  If  you  had  had  other  transactions  with  Mr.  Sands 
^sides  these  you  have  named  here  ? 

Mr.  BoLiJNG.  I  have  had  other  transactions,  but  I  think  they 
ould  all  be  fully  covered  by  notes. 

Mr.  Kelxjby.  What  other  transactions  have  you  had  with  them? 
Mr.  Bousing.  Well,  none  besides  what  I  have  named.    I  mean,  in 
>nnection  with  the  Connolly  Co.  and  the  house. 
Mr.  Kelley.  Well,  now,  1  have  excluded  those  two,  Mr.  Boiling. 
Mr.  BoixiNG.  And,  I  say,  I  do  not  think  there  is  any  other  trans- 
ition I  have  had  with  him. 
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Mr.  Kki.lf.y.  Then,  voii  want  voiir  testimony  to  stand  that  o 
of  the  money  that  you  borrowed — this  $7,500  to  clean  up  the 
nolly  matter — you  have  not  borrowed  any  money  of  Mr.  Sands? 

Afr.  HoLi.iNcj.  Are  you  going  dear  baclc'to  the  beginning^ 

Mr.  Kkli.ey.  Well,  you  did  not  know  him  very  long,  you  know. 

Mr.  BoLLixc;.  Let  me  .see.    Of  coui*se,  I  have  not  searched  my 
ords  very  can^fully  from  the  beginning. 

Mr.  Kkij.ky.  Here  i^  a  note  of  May  21,  1018. 

Mr.  H()ijjx(j.  That  one  I  had;  yes. 

Mr.  Kkllky.  The  $:i()0  note ? 

Mr.  BoLLiNo.  Yes,  sir.    Prior  to  1918  I  had  some  business  tra 
tions  with  Sands,  both  in  connection  with  his  curtailment  of  the 
anil  Sands  had  loaned  me  money  as  a  bank  official;  but  I  Jo 
think  that  he  had  ever  h)jined  me  any  money  that  was  not  covered 
my  note  to  him,  nor  do  I  think  he  ever  loaned  me  any  other 
personally,  except  money  in  connection  with  the  brokera^  affi 
and  that  was  after  I  got  out;  he  did  loan  me  the  $7,5(K),  you 
that  1  explained. 

Mr.  Kelley.  Well,  now,  during  the  year  of  1918,  subsequent  to 
i4th  of  March,  did  you  borrow  any  of  Mr.  Sands? 

Mr.  B(H.i.iN(j.  Xo,  sir.    Oh,  well,  subsequent  to  that;  yes,  sir. 

Mr.  Kelley.  For  which  you  gave  no  notes? 

Mr.  BoLLiNo.  Oh,  no,  sir;  not  after  that. 

Mr.  Kelley.  You  want  to  be  prettv  sure  about  that,  Mr.  Bollinf 

Mr.  BoLLiXG.  That  is  after  March,''l918? 

Mr.  Kelley.  March  14,  1918. 

Mr.  BoLLixG.  That  I  never  borrowed  any  money  from  him  pe^ 
sonally;  that  I  did  not  give  notes? 

Mr.  Kelley.  Yes;  that  is  the  way  vou  want  the  testimony  to 
stand? 

Mr.  BoLLiNG.  Yes:  with  the  exception  of  that  one  note  at  $300. 

Mr.  Kelley.  ^'es;  except  as  you  have  testified  here. 

Mr.  BoLLixc;.  That  is  right,  sir. 

Mr.  Kelley.  Then,  if  Mr.  Sands  or  anybody  else  has  informed  the 
conmiittee  that  they  o])ened  up  an  account  with  you  on  the  basis  of 
commissions  for  services  rendered  contractors  or  others,  and  paidyoB 
from  time*  to  time  against  that  account,  they  have  testified  falselyf 

Mr.  Rolling.  Absolutely,  sir. 

Mr.  Kelley.  And  when  you  got  this  anoymous  letter,  the  first  one, 
was  about  the  1st  of  October,  as  I  recollect  it? 

Mr.  Rolling.  Yes,  sir. 

Mr.  Kelley.  It  had  something  to  say  about  the  Commercial  Bank! 

Mr.  B()LLiN(;.  I  think  it  did;  yes. 

Mr.  Kelley.  Yes. 

Mr.  Rolling.  1  think  it  did. 

Mr.  Kelley.  ^'our  brother  was  in  the  bank  there? 

Mr.  BoLLiNG.  No,  sir.  "" 

Mr.  Kelley.  When  did  he  go  into  the  bank? 

Mr.  BoLLiNG.  Around  November,  1918. 

Mr.  Kelley.  And  was  Mr.  Sands  in  the  bank? 

Mr.  BoLLiN(;.  Mr.  Sands  was  in  the  bank,  too,  I  should  say,  up ^^ 
the  middle  of  October.    That  T  could  establish. 

Mr.  Kelley.  All  that  Mr.  Sands  had  attempted  to  have  you  do 
up  to  that  time  was  to  have  \o\\  wse  \o\\t  \\Av«,wce  with  somebody 
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let  him  off — ^be  easy  6n  the  matter  of  the  violation  of  the  law — 

Bit? 

Mt.  BoujNG.  That  is  right,  sir. 

Mr.  Kelley.  There  was  no  special  feeling  between  you ;  you  were 

der  no  special  obligation  to  be  there  ? 

Mr.  BoLLTNG.  None,  except  that  he  had  always  been  a  friend  of 

ine,  and  I  would  like  to  have  helped  him,  sir. 

Mr.  Keli^y.  When  you  got  an  anonymous  letter  in  which  they 

eak  about  $40,000  and  the  record  of  it  being  at  the  bank,  why  did 

w  not  call  Mr.  Sands  right  on  the  phone  and  sav,  "  What  is  it 

lout  this  $40,000?" 

Mr.  BoLLiNG.  That  is  probably  what  I  should  have  done,  sir. 

Mr.  Kelley.  How  could  you  escape  doing  that,  Mr.   Boiling? 

a^  was  a  letter  sent  to  the  Secretarv  of  the  Treasurv,  or  to  the 

cretary  of  the  President,  in  which  it  was  definitely  stated  that  the 

1^000  was  being  divided,  and  you  were  being  a  beneficiary  of  that 

nsion,  and  named  the  bank  where  the  record  of  it  was  kept,  and 

it  Mr.  Sands  was  involved  in  it,  and  that  you  never  called  him  up 

see  what  the  $40,000  was  about,  even. 

Mr.  BoLijNG.  I  do  not  know  that  that  first  letter  gave  the  record 

the  bank;  I  do  not  think  it  did. 

Mr.  Keijjby.  Did  you  ever  talk  to  Mr.  Sands  about  this  $40,000 

all? 

Mr.  BoLLiNO.  Absolutely  not,  sir. 

Mr.  Keix£Y.  You  never  aske<l  him  what  the  explanation  of  it 

s? 

Mr.  BoLUNG.  No,  sir. 

Mr.  Kelley.  Although  you  were  accused  of  getting  a  quarter  of  it? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Keli-£y.  You  never  said,  "  Mr.  Sands,  what  did  vou  get  this 

9,000  for?" 

Mr.  BoLLiNG.  No. 

Mr.  Keixey.  As  treasurer  of  the  Shipping  Board,  would  it  not  be 

:her  incumbent  upon  you  to  know  if  (Jovernment  money  was  being 

id  out  in  that  way? 

Mr.  BoLLiNG.  I  was  not  treasurer  then :  I  was  assistant  treasurer. 

Mr.  Kelley.  Did  vou  call  Mr.  Tweedale's  attention  to  the  fact  that 

wras  alleged  that  there  was  on  record  in  the  Commercial  National 

nk  evidence  which  would  show  that  Mr.  Sands  got  $40,000  from 

e  of  the  contractors  to  whom  the  (lovernment  was  advancing 

mev  in  large  quantities? 

Mrl  BoLLiNG.  T  told  Mr.  Tweedale  of  the  $iO,000. 

Mr.  Keli.ey.  Immediately? 

Mr.  BoLLiNG.  Yes,  sir;  as  soon  as  it  came  in. 

Mr.  Kelley.  And  here  was  Mr.  Sands,  one  of  the  best  friends  you 

d  ever  had,  as  you  supposed,  you  have  been  doing  business  with 

n  right  along,  had  borrowed  large  sums  and  small  sums  from  him, 

[I  he  had  helped  you  and  vou  had  helped  him,  and  you  were 

plicated  in  a  proposition  of  ?4^).0<)0,  and  from  that  day  to  this  you 

^'e  never  asked  him  what  the  5?4O/)O0  transaction  was  al)Out? 

^fr.  BoiJJXG.  No,  sir:  I  have  not. 

^fr.  Keij.ey.  You  do  not  knr)w  now  what  it  was  for? 

klr.  BoLLixo.  No,  sir. 
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Mr.  Kelley.  Did  not  the  treasury  department  of  the  Ship] 
Board  have  any  interest  in  this  $40,^00  ? 

Mr.  Bou.iNG.  I  do  not  believe  that  it  did,  from  this  letter.  T 
is  what  I  think  it  was  for — for  furnishing  that  credit. 

Mr.  Kelley.  Was  that  letter  truthful  ? 

Mr.  BoLLiNG.  This  letter  [exhibiting  paper]  ? 

Mr.  Kelley.  Yes. 

Mr.  BoLLiNG.  I  imagine  so,  sir. 

Mr.  Kelley.  Are  vou  sure? 

Mr.  BoLLiNo.  How  do  vou  mean? 

Mr.  Kelley.  Does  it  state  the  truth  there,  that  he  did  estal 
for  them  on  that  date 

Mr.  BoLLiNG.  So  far  as  I  know- 


Mr.  Kelley.  Or  had  established  the  credit  of  $40,000  there? 

Mr.  BoLLiNG.  So  far  as  I  know;  yes,  sir. 

Mr.  Kelley.  You  do  not  know  that  it  is  not  true  ? 

Mr.  BoLLiNG.  No,  sir. 

Mr.  Keli^.y.  The  evidence  is,  is  it  not,  that  it  is  not  true? 

Mr.  BoLLiX(;.  The  credit  was  established  or  is  established;  th 
know. 

Mr.  K>xLEY.  Do  you  know  when? 

Mr.  BoijjNG.  I  imagine  on  that  date,  sir. 

Mr.  Kelley.  You  would  be  surprised  if  you  found  that  that 
not  the  case? 

Mr.  BoLLiNG.  I  would,'  sir. 

Mr.  Kelley.  Would  you  be  surprised  that  the  credit  which 
supposed  to  have  been  given  was  a  sum  of  money  put  in  the  savi 
department,  where  these  people  could  not  touch  it  at  all,  and  ^ 
really  not  a  credit? 

Mr.  BoLLiNG.  Yes;  I  would. 

Mr.  Kelley.  As  treasurer  or  assistant  treasurer,  if  a  sum  of  nwM 
was  being  bandied  about  like  that,  which  involved  the  very  insti 
tion  for  which  you  were  working^  it  does  seem  as  though,  Mr.  Bolli 
with  all  due  respect  to  your  position  as  treasurer  of  this  instituti 
that  you  should  have  taken  it  up  with  your  superior  officers  to  i 
out  what  that  money  was  being  put  out  in  that  manner  for. 

Mr.  BoLLixG.  If  I  had  had  anything  to  do  with  this  letter—; 
sav  this  letter?  You  see  this  letter  went  to  the  Construction  E 
sion,  not  to  me. 

Mr.  Kelley.  AVhat  is  the  date  of  that  letter? 

Mr.  Bulling.  March  15,  1918. 

Mr.  Kelley.  When  was  this  contract  made? 

Mr.  BoLLiNG.  March  14, 1  think  it  was  dated,  sir.  ^ 

Mr.  Kelley.  Tlie  contract  was  made  the  day  before  the  credit 

Mr.   BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  And  when  were  these  notes  in  controA^ersy  dated 

Mr.  BoLLiNG.  I  do  not  know. 

Mr.  Kelley.  You  have  never  seen  them? 

Mr.  BoLLiNG.  I  have  never  seen  them. 

Mr.  Kelley.  You  never  inquired  about  them?  - 

Mr.  Bulling.  I  never  have. 

Mr.  Kelley.  It  seems  to  me  that  if  a  transaction  concerned  oi 
closelv  as  this  did  vou  that  vou  would  have  l)een  much  bett€»i 
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• 

Boiling,  if  you  had  found  out  all  about  this  transaction  at  the 
it  first  came  to  your  attention. 

r.  BoLLiNG.  I  would  have  found  out  if  I  had  not  gone  away,  sir ; 
I  went  away. 

'  *.  Kelley.  But  you  have  been  back  a  long  time  now. 
BoLLiNG.  Yes ;  I  have. 
'.  Kelley.  And  you  have  never  takeit  it  up  since  you  came  back? 

BoLLING.   No. 

'.  Kelley.  You  never  asked  Sands,  "  What  about  this  $40,000?  " 

BoLLING.    No. 

[r.  Kelley.  Although  you  have  talked  with  him  over  and  over 
over? 
Mr.  BoLLiNG.  No;  I  have  not  talked  with  him  over  and  over  and 
I  think  I  have  only  talked  with  Mr.  Sands  once  in  the  last 
years  or  year  and  a  half. 
{ Mr.  Kelley.  When  was  the  first  time  you  knew  there  was  talk 
ibout  $40,000  being  split  four  ways? 
Mr.  BoLLiNG.  About  May  or  June  of  this  year. 
Mr.  Kelley.  I  thought  you  got  that  in  the  anonymous  letter  ? 
Mr.  BoLLiNG.  Of  course,  I  got  it  in  the  anonymous  letter.     But 
>u  said  "  talk  being  bandied  about."    Y"es ;  I  did  get  it  from  the 
lonymous  letter,  and  turned  it  over  to  the  Department  of  Justice. 
Mr.  Kelley.  And  they  never  came  to  see  you  about  it,  even  ? 
Mr.  BoLLiNG.  No,  sir ;  they  did  not ;  I  went  to  see  them. 
Mr.  Kelley.  And  tlien  they  dropped  it  ? 

Mr.  BoLLiNG.  I  do  not  know  what  they  did  with  it.     I  asked  them 
3  make  an  investigation  of  it  at  the  time. 
Mr.  Kelley.  But  after  that  you  did  not  hear  any  more  about  it? 
•Mr.  BoLLiNG.  Y>s,  I  did;  I  heard  that  they  had  looked  into  it  and 
lecided  there  was  nothing  to  it;  they  had  gone  all  through  Sands's 
iecks  and  papers  to  me,  and  they  did  not  find  anything. 

Mr.  Kelley.  Was  there  a  report  made  to  vour  department  to  that 
rfect? 
Mr.  BoLUNo.  No,  sir. 

Mr.  Kelij:y.  Where  did  you  get  any  such  idea  as  that? 
Mr.  BoLLiNo.  From  Mr.  Thompson. 

^r.  Kelley.  That  they  had  gone  through  Sands's  checks?  . 
^r.  Bollino.  I  asked  Thompson  to  go  through  Sands's  checks  an^ 
P*j^«\to  see  whether  he  did  it. 
iijr'  ^^-^i-EY.  Did  he  ever  say  to  you  that  he  did  ? 
^^'  BoujNo.  He  did,  sir.  .    ^     _ . 

Mo  ^^lley.  Of  course,  this  involves  quite  a  good  period  of  tim 

^^-  Rolling.  Yes,  sir. 
.  ^^-  Kb:lley.  And  I  know  it  is  easy  to  be  mistaken  sonietiaies  c 
ve  fT  ^*  ^^®  moment;  but  1  want  to  be  sure  whether  Ihompsc 

\f     l^  ^^^  ^h^^^  ^^  ^vent  through  Sands's  checks.  ,    ,.  xi 

r.n   :i_-^>LUNG.  Yes,  sir ;  he  said  he  had  given  orders  that  they 

Xf  •  t^DLLEY.  Did  he  say  they  had  been  gone  through? 

^5^[:  lioLLiNG.  Yes,  sir,-  he  told  me  they  had  been   gone  throvi 

Tlf..  ?^  there  was  nothing  to  it.  .   ^,^  ±.^^ 

Z'  Kelley.  So  far  as  you  can  recollect,  in  all  thes^  I    w  aS  ^ 
^'^^s  with  Sands  he  never  paid  yon  in  any thiui»  b\xt,  cVv^cto^^^^ 
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ilr.  Boi.Lixo.  So  far  as  I  can  remember,  he  did  not.  sir. 

Mr.  Kkllky.  These  deposits  for  $300  and  $200  and  $100— 

Mr.  BoLiJNG.  Yes,  sir. 

Mr.  Kkllky    (continuing).  You  wrote  on  those  in  lead 
"  Sands." 

Mr.  Rolling.  Yes,  sir. 

Mr.  Kkllky.  Tliat  was  sofne  time  subsequent,  of  course. 

Mr.  Rolling.  Oh,  yes,  sir. 

Mr.  Kkllky.  How  were  you  able  to  identify  these  dei>osit  slips i 
the  nionev  from  Sands? 

Mr.  RoLLiNc;.  Because  I  had  a  memorandum  on  the  book— in 
back  of  my  clieck  book,  on  the  pasteboard  binder,  of  the  dates 
those  amounts  were  paid  on  account  of  what  Sands  owed  me.   I 
not  think  I  have  that  book  with  me. 

Mr.  Kkllky.  I  just  wanted  to  have  that  in  the  record,  that  is  aD,] 
because  we  did  not  make  that  quit^,  clear  this  morning. 

Mr.  RoLLiNc;.  I  kept  the  record  in  the  back  of  my  check  bookoi] 
the  paste]>oard  binder,  the  date  that  Sands  gave  me  the  money, 
ing  with  February  18  and  winding  up  with  August  5. 

Mr.  Kkllky.  And  that  closed  up  the  house  transaction? 

Mr.  /^oLLiNc;.  That  closes  it,  except  for  $900  he  still  owes  me. 

Mr.  Kkllky.  Tliat  is  not  due  yet? 

Mr.  Rolling.  No;  not  until  January.  I  do  not  say  he  owes  me; 
I  accepted  the  note,  and  I  indoi'sed  it. 

Mr.  Kkllky.  He  has  taken  care  of  the  notes  along,  as  you  hM 
indicated  in  that  statement? 

Mr.  Rolling.  Yes:  except  the  last  two  times  I  think  he  curtailed 
every  time. 

Mr.  Kkllky.  I  suppose  the  statement  that  you  would  have  thrown 
off  $4,000  from  that  house  contract  matter  was  a  little  extravagant, 
was  it  not,  this  morning? 

Mr.  Rolling.  I  do  not  believe  that  I  could  afford  to  have  done 
that. 

Mr.  Kkllky.  You  used  a  figurative  expression  to  show  good  will 
toward  Sands? 

Mr.  Rolling.  No  ;  there  was  no  good  will  that  night.  They  were 
most  unreasonable  about  the  settlement. 

Mr.  Kkllky.  That  was  away  back  in  1916? 

Mr.  Rolling.  Yes,  sir.  We  came  very  near  having  a  split  up  on 
that  settlement. 

Mr.  Kkllky.  You  really  never  expected  to  get  this  $600  for  the 
extras  ? 

Mr.  Rolling.  That  night  I  thought  it  was  gone,  but  when  he  told 
me  that  he  would  pay  it  eventually  I  did  expect  to  get  it;  yes,  sir. 

Mr.  Kkllky.  That  was  in  the  fall  of  1916. 

Mr.  Rolling.  Yes,  sir. 

Mr.  Kkllky.  And  he  never  paid  that  until  these  three  amounts 
w^ere  paid  in  1918. 

Mr.  Rolling.  That  is  correct. 

Mr.  Kkllky.  Nearly  two  years  later? 

Mr.  Rolling.  Pretty  nearly. 

Mr.  KKLiiKY.  Is  Mr.*  Sands  a  man  of  means? 

Mr.  Rolling.  No,  sir;  I  do  not  think  so. 
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'.  Kelijgt.  Were  you  surprised  that  he  should  pay  you  in  driblets 

00  and  $200  and  $100? 
'.  BoLUNG.  No,  sir ;  I  was  not. 

'.  Kelljst.  And  these  were  all  handed  to  you  at  the  time,  kind 
t  of  a  clear  sky  ? 

.  BoLLiNo.  No,  sir;  I  went  there  and  requested  it. 
.Keixey.  Afterthe  first  one? 
.  BoLLiNG.  Yes,  sir. 
'.  Kelley.  Or  all  of  them  ? 
'.  BoixiNG.  All  of  them;  when  I  needed  it  I  went  there  and 

1  if  he  couldn't  pay  me  something — pay  it  all ;  if  he  had  paid  all 
luld  have  been  l)etter  satisfied. 

.  Kelley.  Then,  the  fact  is,  his  indebtedness  was  restored  back 

c  in  March  some  time,  was  it,  when  he  offered  to  divide  this 

r.  BoLLiXG.  No,  sir;  it  was  restored  within,  I  should  say,  a  week 
^^o  after  the  settlement  on  the  house.    ' 

-Mr.  Kelley.  I  know,  but  up  to  that  time  you  never  had  thought 
^wk  him  for  it,  although  you  were  quite  in  need  of  money  at 
Serent  times  ? 

Afr.  BoLLiNo.  I  may  have  asked  him  for  it,  but  he  mentioned  it 
Veral  times  in  those  two  years. 

jfr.  KELLEY.  Why  did  you  not  say,  "Why  don't  you  pay  that 
Stead  of  talking  about  it  ?  " 
Mr.  BoLLiNo.  I  probably  did. 
Mr.  Kelley.  But  he  never  did  ? 
Mr.  BoLLiNO.  He  never  paid  it ;  no,  sir. 

Mr.  Kelley.  But  after  this  bending-roU  transaction  was  out  of  the 
J^my,  why,  then,  he  said,  "  I  am  going  to  pay  you  this,"  and  then  you 
■^»a  to  ask  him  for  it  after  that,  did  vou  ? 

Mr.  BoLLiNO.  I  had  to  ask  him  for  it  after  that ;  that  is  right,  sir. 
Mr.  Kelley.  And  then  he  gave  you  only  $300  the  first  time  ? 
Mr.  BoLLiNo.  That  is  right 

Mr.  Kelley.  And  then  you  went  back  and  got  $200  ? 
Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  And  then  finally  he  paid  you  $100  and  closed  it  up  ? 
Mr.  BoLLiNo.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  whetheT  or  not  any  of  your  superior 
officers  called  in  Mr.  Downey  to  know  what  he  paid  those   $40,000 
of  notes  for  ? 
Mr.  BoLLiNG.  I  do  not 

Mr.  Kelley.  How  could  anybody  investigate  this  case,  Mr.  Boiling, 
"Without  knowing  what  those  notes  were  paid  for — without  knowing 
what  those  notes  were  given  for,  and  investigate  it,  really? 
Mr.  BoLLiNG.  I  do  not  believe  they  could,  sir. 

Mr.  Kelley.  If  one  were  really  going  to  investigate  this  matter,  the 
first  thing  he  would  do,  if  he  was  going  at  it  in  dead  earnest,  w^ould 
oe  to  find  oiit  why  those  notes  were  given. 
Mr.  BoLLiNo.  I  should  think  so. 

Mr.  Kelley.  But  that  has  been  established  to  the  satisfaction  o 
^our  superior  officers  somewhere. 

Mr.  Bollino.  I  understand — I  have  read  in  the  paper 

Mr.  Kelley  (interposing).  You  understand  whatf 
Mr.  Bollino.  I  have  read  it  in  the  paper. 
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Mr.  Kelley.  That  it  was  established? 

Mr.  BoLLiNG.  That  it  was  established. 

Mr.  Kelley.  To  their  satisfaction? 

Mr.  Rolling.  It  did  not  speak  of  it  in  that  way,  but  that 
amount  of  money  was  paid  for  the  credit. 

^  Mr.  Keixey.  Ought  it  to  be  necessary  for  a  man  who  has  had 
great  contract  with  the  (iovernment,  involving  $15,000,(X»0  a  j 
before  this,  and  who  was  carrying  it  out  satisfactorily,  if  he  was, 
have  to  go  to  a  bank  in  AVashington  and  pay  $40,000  for  a  letter 
that,  without  a  word  of  truth  in  the  letter? 

Mr.  BoLLiNG.  It  ought  not  to,  sir. 

Mr.  Kelley.  Do  vou  know  whether  or  not  anvbodv  in  the  S 
ping  Board  ever  went  to  the  bank  to  see  whether  this  credit  had 
placed  there? 

Mr.  BoixiNcj.  I  think  Mr.  Xew  there  [indicating]  knows  all  a 
that,  sir 

Mr.  Keijjcy.  Was  Mr.  New  at  the  head  of  the  Credit  Di 
when  this  letter  was  written? 

Mr.  BoLLiXG.  Yes,  sir. 

Mr.  Kelley.  AVould  it  strike  you,  as  treasurer  of  the  Shipping 
Board,  that  it  might  be  a  little  strange  for  a  firm  doing  business  ii 
New  York  and  all  of  its  4)anking  connections  in  New  York  to  haw 
to  get  a  letter  of  credit  from  a  bank  in  Washington,  where  they  hid 
not  boon  doing  business  at  all? 

Mr.  Bollino.  Yes,  sir. 

Mr.  Kelley.  That  would  be  a  strange  thing,  would  it  not? 

Mr.  BoLLiNG.  Yes. 

Mr.  KELiji:Y.  Would  it  not  excite  your  suspicion? 

Mr.  BoLi.iNG.  I  think  it  did  Mr.  New's;  I  think  he  had  several 
lettors  on  the  subject. 

Mr.  Kelley.  But  the  contract  was  let  about  this  time? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  But  you  think  this  letter  did  not  have  anything  to 
do  with  the  lotting  of  the  contract? 

Mr.  BoLLiXG.  I  think  it  had  everything  to  do  with  it. 

Mr.  KeltJ':y.  Oh,  you  do? 

Mr.  Bulling.  Yes,  sir.  * 

Mr.  Kelley.  We  can  incpiire  about  that  from  Mr.  New,  can  we? 

Mr.  BoLLiNG.  He  knows  that  story;  I  had  nothing  to  do  with  it! 

Mr.  Kelley.  Was  Mr.  Tweodale  treasurer  at  that  time? 

Mr.  BoLLiNG.  Oh,  no,  sir. 

Mr.  Kelley.  Who  was  treasurer  then? 

Mr.  BoiJ.TNCi.  March,  1018? 

Mr.  Kelley.  Oh,  I  understand  now. 

Mr.  B()LLiN(i.  Now,  wait.  I  can — ^I  think  it  was  around  that  time 
that  George  T.  Smith  came  in  as  treasurer.  After  Mr.  Smith  go< 
out  Mr.  Waldo  8.  Todd  was  treasurer;  after  Todd,  Mr.  Alonizc 
Tweedalo  was  treasurer. 

Mr.  Kei.ley.  He  was  the  first  real  treasurer  you  had  at  all  ? 

Mr.  BoLLixG.  I  do  not  know  about  that.  [Laughter.]  He  wa: 
a  very  good  treasurer. 

Mr.  Kelley.  I  did  not  say  he  was  the  only  one,  you  understand. 

Mr.  BoLLiNG.  He  was  a  very  good  treasurer. 
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'.  JsjsLUBY.  As  banking  examiner  or  as  assistant  bank  examiner, 

would  be  under  the  Comptroller  of  the  Currency,  as  I  recollect 
law? 

^Ir.  BoLUNG.  Yes,  sir. 

Ir.  Keixey.  And  Mr.  Sands  was  having  this  trouble  with  a  bank 
nmer? 

It.  Bolmno.  Yes. 

Ir.  Kelley.  Do  vou  know  the  name  of  the  bank  examiner  who 

—whom  he  was  having  the  trouble  with  ? 
Mr.  BoLLiNG.  I  know  who  was  examining  the  Commercial  Bank; 
BB,  sir. 

Mr.  Kelijey.  Who  was? 
Mr.  BoLuxG.  Mr.  Trimble. 
Mr.  Kelley.  Did  you  know  him  personally  ? 

Mr.  BoLLiNG.  I  have  met  him  since,  but  I  do  not  think  I  knew  him 
'^'  that  time. 

Mr.  Kelley.  Of  course,  you  knew  Mr.  Williams,  the  Comptroller 

■  the  Currency  ? 

Mr.  BoLLixG.  I  know  Mr.  Williams;  not  well. 

Mr.  Kelley.  I  should  have  thought  if  Sands  was  going  to  get  you 
help  him  at  all,  that  he  would  have  had  you  intercede  with  Mr. 

illiams  rather  than  with  Senator  Owen  or  somebody  else. 

Mr.  BoLLiNG.  Yes;  I  think  that  Mr.  Sands  had — the  feeling  was 

ry  tense  between  Sands  and  Williams  at  the  time.     I  think  he 
trilamed  Mr.  Williams  for  it. 

Mr.  Kelley.  So  that  there  was  no  suggestion  at  any  time  that  you 
^^ee  Mr.  Williams  about  it  ? 

Mr.  BoLLiNG.  No,  sir. 

Mr.  Kelley.  But  how  could  the  President  help  in  a  matter  like 
this? 

Mr.  BoLLiNG.  I  do  not  know. 

Mr.  Kelley.  What  did  Sands  want  you  to  do  ? 

Mr.  BoLLiNo.  Well,  I  suppose  ho  thought  the  President  could  stop 
anything. 

Mr.  Kelley.  That  is  pretty  nearly  true,  so  fur  as  matters  of  this 
kind  are  concerned,  if  he  saw  fit  to  interfere? 

Mr.  BoLLixG.  Yes,  sir. 

Mr.  Kelley.  But  it  would  hardly  be  likely  that  the  President  would 
interfere  with  the  inspection  or  examination  of  a  bank,  and  so  it 
ivould  be  an  unreasonable  thing  to  expect  you  to  see  him  about  it. 

Mr.  BoLLiNG.  That  is  the  way  it  struck  me,  sir. 

Mr.  Kelley.  What  did  he  say  he  wanted  you  to  go  to  Senator  Owen 
for? 

Mr.  BoLLiNG.  I  do  not  know  what  he  said.    I  told  him  that  I  did 
not  know  Senator  Owen.    He  said,  "  Come  right  over  here.    I  want 
you  to  hear  this,  what  I  want  you  to  say."    And  then  he  launched 
on  this  attack  on  the  examiner,  saying  they  were  persecuting  him, 
and  that  they  had  a  spite  against  him,  and  this  and  that  and  the 
other.    I  imagine  he  wanted  me  to  hear  that  and  be  there   so  that  he 
could  ask  me  to  go  to  the  IVesident,  and    that  I  would  xAiu\erstand 
the  matter  so  that  I  could  talk  to  the  Pre.sident  about  it. 

Mr.  Kelley.  Did  he  indicate  that  if  you  went  with  "\vv^  ^^  ^^® 
Senator  Owen,  becaus'e  of  your  relation  with  the  Presid^xv^,t\v«.the 
might  get  a  more  favorable  hearing  therG  ? 
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•Mr.  BoLLiNG.  Xo,  sir;  he  did  not. 

Air.    IvELLEY.  However,  that  probably   was   the   reason  why 
wanted  you  to  ^o,  was  it  not? 

Mr.  BoLiiiXG.  I  suppose  so. 

yir.  Kellky.  He  was  using  the  personal  relationship  ? 

Mr.  Bulling.  1  imagine  he  thought  my  being  there  would  be  hdp- 
ful  with  Senator  Owen. 

Mr.  Kelley.  Otherwise  he  would  not  have  taken  you  along? 

Mr.  Bulling.  Otherwise  I  certainly  did  not  do  him  any  good.  I 
did  not  know  w  hat  he  was  talking  about. 

Mr.  Kelley.  And  Owen  said  he  would  do  anything  he  could? 

Mr.  Bulling.  Mr.  Owen,  I  imagine,  felt  very  sorry  for  him. 

Mr.  Kelley.  It  was  simply  another  way  of  saying  he  would  do 
anything  right  in  the  premises? 

Mr.  Bulling.  Yes,  sir. 

Mr.  Kelley.  Just  the  same  as  you  said  you  would  do  anything  you 
could,  meaning  you  would  do  an3i;hing  that  was  right? 

Mr.  Bulling.  That  I  could  do  properly;  yes,  sir. 

Mr.  Kelley.  What  makes  you  think  these  letters  came  from  Sands 
or  Mrs.  Sands  i 

Mr.  BuLLiNc;.  Simply  that  they  are  the  only  people  who  had  any 
motive  for  sendin«:  them. 

Mr.  Kelley.  A\  hv  would  Mr.  Sands  tell  newspaper  reporters  that 
you  w(»re  implicated  in  this  in  any  way,  hoping  to  bnefit  himself  t 

Mr.  Bulling.  That  is  the  part  I  can  not  understand,  sir.  I  have 
a  theory  on  the  subject,  if  you  would  like  to  hear  it. 

Mr.  Kelley.  Yes;  I  would  like  to  hear  that. 

Mr.  Bulling.  My  theory  is  that  Mr.  Sands  mentioned  this  in  some 
way,  connecting  my  name  with  this,  though  he  never  had  any  idea 
of  going  through  with  it,  but  that  it  got  to  somebody  else,  and  that 
they  went  to  these  newspaper  men,  and  that  the  newspaper  men  went 
down  to  see  Sands,  and  that  he  could  not  back  out  of  it.  He  tried 
to,  but  it  was  too  late. 

Mr.  Kelley.  Who  carried  this  story  to  the  newspai>er  men? 

Mr.  BuLLiN(j.  T  understand  that  IVIr.  Schwarzkopi  and  Mr.  Mc- 
Cann  did. 

Mr.  Kelley.  They  are  the  newspaper  men? 

^Ir.  Bulling.  Yos. 

Mr.  Kelley.  They  are  the  newspaper  men? 

Mr.  BoLLiNG.  Yes:  those  are  the  ones — did  you  say  to  Mr.  Sands? 

Mr.  Keixey.  Oh,  no. 

Mr.  BuixiNG.  T  thought  you  did.  sir. 

Mr.  Kelley.  Who  carried  this  story  to  the  newspaper  men  in  the 
first  i)lace,  from  Sands? 

Mr.  Bulling.  T  understand  that  Mr.  Fuller  did. 

Mr.  Kelley.  And  Fuller  was  the  man  w^ho  testified  that  he  sa^ 
you  receive  a  check? 

Mr.  Bulling.  Yes,  sir.  And  T  do  not  believe  that  Sands  ever 
intended  to  go  througli  with  the  tiling,  but  that  they  got  that  much 
of  it  there,  and  he  could  not  back  out,  except  that  eventually  he 
refused  to  do  it. 

Mr.  Kelley.  Tie  even  went  to  the  trouble  of •  interlining  that  affi- 
davit to  make  it  ccmfonn  to  the  exact  facts? 
Mr.  BoijASG,  Yes. 


SHIPPING  BOARD  OPERATIONS.  3027 

Mr.  Kelley.  Whv  should  he  need  to  do  that  i    He  is  a  banker,  u 

!|Qniinent  man,  and  a  man  of  responsibility. 

Mr.  BoLLiNG.  No:  he  was  not  at  that  time,  sir.     He  was  not  a 

inker  nor  a  man  of  responsibility. 

I  do  not  know  what  occurred  there,  but  I  do  not  l)elieve  that 

inds  knew  they  had  any  photostatic  copies  of  this  thin<r,  anil  that 

b  tore  up  the  original  and  thought  he  could  lie  as  well  as  the  rest 

[  them. 

Mr.  Kelley.  Mr.  Sands  testified  that  he  still  has  that  original 

Air.  BoLLiXG.  He  may  have ;  I  do  not  know.     I  say  it  is  all  a  sup- 

isition  on  my  part. 

Mr.  Kelley.  On  the  theory  that  he  was  going  to  use  this  as  a 

lb  over  you,  Mr.  Boiling,  the  minute  he  told  newspaper  men  about 

[lis  club  was  gone,  was  it  not? 

tfr.  B0L1.1XG.  That  is  what  I  thought. 

Mr.  Kelley.  And  still  I  am  in  the  dark,  then,  to  know  why  you 

nk  he  just  conjured  this  story  up  to  hurt  you,  who  had  alwaj^s 

m  his  friend.    A  man  will  do  things  if  there  is  a  motive  for  doing 

sometimes. 

tfr.  BoLLiNo.  I  think  it  is  very  plain,  sir.     I  do  not  think  he  ever 

ant  to. 

tfr.  Kelley.  You  think,  in  the  first  place,  he  meant  to  fix  up  a 

S7  which  would  only  ^et  to  you  and  frighten  you  ? 
r.  Rolling.  That  is  it. 
VIr.  Kelley.  A\Tiy  could  he  not  have  told  vou  right  off  the  reel 
Qself  I 

Mr.  BoLiJNG.  He  could  have. 

Mr.  Kelley.  And  saved  any  possibility  of  having  it  get  out. 
VIr.  Rolling.  Yes. 
Mr.  Kelley.  He  did  not  do  that. 
Mr.  Rolling.  Evidently  not. 

Mr.  Kelij5y.  He  never  said  to  you,  "  Mr.  Boiling,  you  go  and  see 
e  President  about  this,  or  I  will  issue  a  story  that  will  draw  you 
to  this,  too." 

Mr.  Rolling.  Xot  in  those  words. 
Mr.  KelixEy.  Did  he,  in  effect  ? 

Mr.  Rolling.  Yes;  he  said  my  name  would  be  brought  into  it. 
Wr.  Kelley.  Rrought  into  what  ? 
Y'  RoiJjNG.  Into  this  matter. 

Jr.  Kelijey.  Into  the  matter  that  he  was  indicted  for? 
Jr.  Rolling.  Oh,  no,  sir. 
y^,  Kelley.  Into  what  matter  ? 

fr.  Rolling.  I  would  assume  lie  meaat  this  bending  roll  matter. 
fr.  Kelley.  Did  he  say  to  you  ever,  that  he  had  paid  you  for  those 
line  rolls? 

fr.  Rolling.  Xo,  sir;  he  did  not — he  did  not  use  it  as  a  threat, 
fr.  Kelley.  Of  course,  before  your  brother  went  to  the  bank  he 
ht  have  been  a  little  hesitant  sibout  inquiring  al)out  any  records 
he  bank,  about  this  $40,000.      But  after  yoiu'  brotlier  went  to  tlie 
k,  then  did  you  inquire  of   him   what    this  $10,0(K)  transaction 

• 

r.  Rolling.  I  told  him  about  the  $40,(300  transaction. 
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Mr.  Kklley.  He  says,  '"Tlie  record  of  which  is  iit  the  V^ank." 
you  ask  him  to  look  up  the  records  of  the  bank  to  see? 

Mr.  Hoi.LiNo.  No,  sir:  he  gave  me  that  letter  himself. 

Mr.  Kellky.  Did  you  sav  to  voiir  brother, '"  What  is  the  record 
the  bank  tiiat  is  mentioned  in  here? " 

Mr.  BoixiNG.  I  do  not  know  that  I  did,  sir. 

Mr.  Keixey.  Yon  see  this  letter  starts  off.  ^*Ask  Boiling  of  L-, 
Shippin*:  Board  about  the  $40,000  he  received  irom  the  DoolingSh^ 
buildin<i^  Co.,  6f  which  a  record  is  in  the  book  of  the  Commerciil 
Bank  in  the  District  of  C  olumbia.''  You  never  have  asked  yoor 
brother  whether  or  not  there  was  any  record  of  any  such  transaciio^l 
in  tlie  bank^ 

Mr.  BoLLiNo.  I  do  not  remember  ever  asking  him.  He  probaUj 
knows  whether  it  was  there  or  not. 

Mr.  Kelley.  Were  you  not  anxious  to  get  at  the  bottom  of  thij 
thing,  Mr.  Boiling,  and  expose  the  motive  for  this  letter  and  protect 
voursel  f  ( 

Mr.  BoLLiNG.  Yes;  that  is  just  what  I  was  trying  to  do,  sir. 

Mr.  Kelley.  What  steps  have  you  taken,  ifr.  Boiling,  that  m 
thiidc  are  at  all  (tommensurate  with  the  necessities  of  the  case? 

Mr.  BoLLTNc;.  I  reported  it  to  the  Department  of  Justice;  telling 
Admiral  Benson,  telling  Mr.  Tweedale. 

Mr.  Kelley.  That  was  because  you  felt  that  in  the  confidentiil 
relation  where  you  stood,  vou  did  not  want  anvbodv  to  be  deceived 
and  have  this  sprung  on  them  at  some  time,  at  an  inopportune  mo- 
inent.  That  was,  of  course,  proper  and  necessary  protection.  Bnt 
what  I  mean  is,  what  steps  did  you  take  to  get  at  the  motive  for  this 
kind  of  a  letter. 

Mr.  Bulling.  I  have  just  said  that  I  took  it  to  the  Department  of 
Justice.  I  do  not  see  any  higher  steps  that  I  could  have  taken.  My 
Lord,  if  the  Department  of  Justice  can  not  find  out,  who  could! 
Tliey  had  everytbing  T  had:  and  they  had  a  request  from  me  to 
investigate  it. 

Mr.  Kelley.  I  understand  that  that  was  for  your  protection.  You 
wanted  them  to  know  that  you  were  not  guilty  of  anything  of  this 
kind.  But,  were  vou  not  interested  in  finding  out  what  was  back  of 
all  this  ^ 

Mr.  BoLLiNG.  I  do  not  believe  all  of  that. 

Mr.  Kelley.  You  had  two  great  reasons,  of  course,  for  wanting 
to  have  this  cleared  up  and  set  right. 

Mr.  BoLLiNO.  Yes,  sir. 

Mr.  Kelley.  I  understand  you  to  say  you  were  not  censuring  the 
committee  for  trying  to  find  out  what  was  back  of  it? 

Mr.  BoixiNG.  No,  sir.  I  wish  you  w^ould  go  to  the  bottom  of  it: 
jou  can  not  go  too  far  now. 

(At  this  point  the  committee  took  a  recess  for  five  minutes,) 

The  Chaiilman.  T  notice  that  some  of  these  sheets  and  the  bank 
statements  contain  the  name  of  yourself,  and  also  Illinore  Louise 
Boiling? 

Mr.  BoLLiNc.  Yes,  sir:  that  is  my  wife. 

^Ir.  Kelley.  Did  you  have  a  joint  account? 

Mr.  BoLLixn.  I  think  I  o})ened  it  jointly  during  that  period. 

The  CiiAiKMAN.  Did  yow  \\a\e  v\iv\  oIVvrt  WwVl  ^iccount  in  Waslv 
insston  or  elsewhere  ? 
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[r.  BoLLiNO.  None,  except  one  with  my  brother-in-law.  We  are 
rested  in  a  piece  of  property  together,  sir.  That  account  has  been 
re  with  the  Commercial  Bank,  too,  all  the  time.  I  will  be  glad  to 
i  you  those  statements  also. 

*he  Chairman.  Was  that  account  in  existence  during  the  period 
which  these  statements  were  made  ? 
Ir.  BoLLiNG.  Yes,  sir. 

?he  Chairman.  Did  you  ever  deposit  money  in  any  special  ac- 
nt  or  in  any  other  name  than  your  own  ? 
ifr.  BoLLiNG.  No,  sir. 

The  Chairman.  You  carried  no  bank  account  here  in  New  York? 
At,  Bolling.  No,  sir ;  nowhere  else ;  that  is  the  only  bank  accoimt 
Jt  I  have  in  the  world,  except  the  one  with  Mr.  Clark,  my  brother- 
law,  and  I  would  be  very  glad  to  furnish  statements  for  that  ac- 
int.  But  it  is  nothing  but  the  rentals  from  this  piece  of  property — 
personal  funds. 

The  Chairman.  Did  Mr.  Beckerly  ever  discuss  the  White  Haven 
tiement  w^h  you? 

tf r.  BoixiNG.  Mr.  Beckerly  came  in  to  see  me.  I  <lo  not  know  that 
ever  discussed  it  except  to  express  a  hope  that  Robertson  would  get 
ettlement. 

rhe  Chairman.  Is  Mr.  Beckerly  interested  in  the  White  Haven 
.,  do  you  know  ? 

VIr.  BoixiNG.  I  do  not  know,  sir. 

The  Chairman.  What  was  he  discussing  it  with  you  for?  What 
1  he  know  about  it,  or  what  was  it  about  the  White  Haven  matter 
it  led  him  to  talk  to  you  about  it  ? 

Mr.  BouLiNG.  I  told  him  that  I  did  not  want  to  talk  about  it ;  that 
was  none  of  ray  business.  He  simply  said — expressed  the  hope  that 
J  settlement  could  be  made.  I  do  not  know  that  he  ever  discussed 
nrith  me  in  detail.  I  know  nothing  about  the  White  Haven  matter. 
The  Chairman.  Did  he  ask  you  to  do  anything  about  it? 
tfr.  Bolling.  No,  sir. 

The  Chairman.  Did  Mr.  Beckerly  ever  tell  you  he  talked  with 
.  Meehan? 

dr.  Bolling.  I  can  not  recall  it. 

The  Chairman.  Did  he  ever  tell  you  that  he  talked  with  Mr. 
iher,  the  investigator  of  this  committee  ? 
dr.  Bolling.  No,  sir. 

The  Chair3ian.  Now,  Mr.  Beckerly  has  talked  with  you? 
dr.  Bolling.  Yes,  sir. 

The  Chairmat^  Did  he  talk  with  you  before  or  after  you  had 
^ed  with  Mr.  Meehan  about  this  story  ? 
dr.  Bolling.  Oh,  I  think  before,  sir. 
^he  Chairman.  Has  he  talked  with  you  since? 
dr.  Bolling.  Not  that  I  can  recall,  sir — certainly  not  in  regard  to 
t,  if  he  has. 

^he  Chairman.  Not  in  regard  to  what? 
f  r.  Bolling.  To  the  Whit«  Haven  matter. 

i'he  Chairman.  Has  Mr.  Beckerly  talked  to  you  since  you  talked 
h  Mr.  Meehan  with  reference  to  this  story  or  report  that  has  been 
•ulated  about  you? 
dr.  Bolling.  ISTo,  sir. 
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The  Chairman.  Mr.  Boiling,  I  am  not  just  clear  as  to  when 
Sands  ollVred  to  divide  this  commission  with  you  for  the  bene 
rolls,  or  when  he  offered  to  take  care  of  you,  with  reference  to 
letter  that  vou  wrote  him  that  you  could  not  intercede  with  the  Pi 
dent  for  him. 

Mr.  BoLLixc;.  That  is  in  regard  to  the  bending  roll  propositic 
when  he  offered? 

The  (^iiATRMAN.  Yes. 

Mr.  B«)LLix(;.  I  should  sav,  sir,  it  was  around  the  1st  of  FebruanJ 
191 S ;  if  my  memory  serves  me,  that  was  about  the  time. 

Th(»  Chairman.  Was  that  the  onlv  time  he  ever  mentioned  ittij 
yon  i 

Mr.  Rolling.  Yes,  sir. 

The  Chairman.  I  understood  you  this  morning  to  saj''  that  youhil! 
bori'owed  money  from  Mr.  Sands  and  had  given  him  no  notes. 

Mr.  Rolling.  I  beg  your  pardon,  sir.  If  I  said  that,  I  must  havi| 
misunderstood. 

The  Chairman.  I  asked  you  the  following  questions  this  mominj 
according  to  the  stenographic  report;  now,  if  this  is  incorrect,  I  fc 
sire  to  give  you  an  opportunity  to  correct  it  [reading]  : 

The  Chaiumax.  Why  didn't  you  ask  him  for  a  further  payment  on  accmmt? 

Mr.  BorjjNo.  1  should  have.  I  have  thonjrht  of  that  same  thinff  mysHf.  sir, 
but  I  don't  know  why  I  didn't  or  why  that  transaction  took  place.  Mr.  Sandi 
had  loanwi  me  money  from  time  to  time,  very  often,  he  was  my  banker;  I  hii 
no  other  bankers.  I  have  had  hundreds  of  transactions  with  him  personill) 
and  in  his  capacity  as  an  officer  of  the  bank,  and  Sands  had  loane<l  nie  inoiMy 
<»fte!i  without  anythinjr. 

The  Chairman.  Without  any  security? 

Mr.  BoLLiNO.  Yes,  sir. 

The  CuAiKMAN.  Or  without  a  note? 

Mr.  Rolling.  Yes;  he  had. 

Mr.  li()LiJX(;.  I  meant  that  in  regard  to  securities,  sir.  I  do  not 
think  Mr.  Sands  has  ever  loaned  me  money  without  notes. 

Tlie  Chairman.  I  asked  you  "Or  without  a  note?"  and  you  said, 
"  Yes;  he  had."    You  desire  to  correct  that? 

Mr.  KoijjNG.  I  desire  to  correct  that;  yes,  sir. 

The  Chaiioiax.  He  has  never  loaned  you  any  money  for  which  yon 
have  ^iven  no  note? 

Mr.  HoLLiNO.  That  is  right,  sir. 

Mr.  Kkli  j:y.  And  as  to  tlio  loan  upon  a  note,  he  has  not  made  any 
loans  since  the  14th  of  March,  1918,  except  those  you  have  advised 
the  committee  of? 

Mr.  BoLLiXG.  Except  for  the  $300  loan. 

Mr.  Kelley.  That  you  have  spoken  of? 

Mr.  BoLLixo.  YesTthe  $300  loan. 

The  Chairman.  That  is  May  21, 1918? 

Mr.  IJoLLiNG.  Yes,  sir;  May  21,  1918,  $300. 

The  Chairman.  Do  you  know  what  this  $3,500  was,  December  9! 

Mr.  BoLLiNG.  This  note  [referring  to  paper] ;  I  was  late  paying 
the  interest  and  giving  a  new  note  for  it.  Therefore,  they  chaT|eQ 
up  l)()tli  sides,  I  notice.  They  had  the  new  note  that  I  gave  to  onset 
that,  you  see,  sir.  It  is  put  in  here  as  a  check  and  is  put  in  hereto 
balance  it  out,  the  difference  being  the  interest,  I  imagine,  sir. 

The  CHAHOfAN.  That  was  this  note  that  has  been  running  for  some 
years  f 
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At.  BoiiLiNG.  One  of  the  notes;  yes,  sir.    You  notice  there  is  a 

»it  and  a  credit  there. 

Hie  Chairman.  Yes ;  X  noticed  that. 

kfr.  BoLLiNo.  You  will  find  one  other  case  of  that  kind  in  there, 

» I  think. 

rhe  Chairman.  What  was  the  deposit  of  $2,600  February  17  ? 

Mr.  BoLMNG.  Let  me  look  at  that,  sir.     [After  examining  bank 

.tements,  and  examining  stub  of  check  book.]    That  is  in  1919,  I 

Jik,  or  is  it  1918  ?    Of  course,  there  is  no  date  on  these  things. 

rhe  Chairman.  That  is  marked  "  1918  "? 

Mr.  BoLLiNG.  Wait  a  minute.    You  see,  that  is  "November,  Decem- 

r,**  and  then  it  runs  over  into  1919.    But  I  can  tell  you  what  that 

if  you  like. 

The  Chairman.  No;  that  is  1919? 

Mr.  BoiiiiNG.  Yes^sir. 

The  Chairman.  What  is  the  deposit  on  October  10  of  $1,400? 

Mr.  BoLLiNO.  That  is  a  discount  with  the  National  Metropolitan 

ink  in  Washington.    I  put  up  security  and  borrowed  $1,400  from 

em,  and  redeposited  it  in  the  Commercial  National — "  Deposited 

dan  Metropolitan  National  in  the  Commercial  National  October 

L"    I  put  that  in  this  book  [referring  to  stub  of  check  book]. 

hat  discount  was  at  another  bank,  and  I  took  it  around  to  my  bank. 

The  Chairman.  Have  you  had  any  loans  during  this  period  with 

iher  banks  which  you  have  paid  ? 

Mr.  BoLiiNG.  I  had  a  loan  with  the  Farmers  &  Mechanics'  National 

link  in  Georgetown  for  $13,250.    I  have  collaterals  up  for  that. 

liat  loan  has  stood  there  since,  I  think,  1913.    I  moved  that  loan  to 

le  National  Metropolitan  Bank  a  short  while  ago,  sir — just  got  the 

ational  Metropolitan  Bank  to  take  the  loan  up. 

The  Chairman.  Did  you  have  any  loans  outstanding  with  indi- 

duals  during  that  time  which  you  paid  ? 

Mr.  BoLLiNo.  No,  sir ;  none. 

The  Chairman.  Did  you  owe  any  money  to  individuals  or  to  any- 

dv  or  company  or  corporation  during  this  time  which  you  paid? 

Mr.  BoLLiNG.  Not  to  amount  to  anything,  sir.   I  may  have  borrowed 

00  or  $300  from  my  brothers^  but  nothing  more  than  that. 

The  Chairman.  Were  you  interested  in  any  other  concern,  firm, 

corporation  for  business  transaction  during  this  particular  time? 
Mr.  JBoLtiNG.  I  was  interested  in  another  concern — a  woodworking 
ncern — the  J.  B.  Henderson  Co. 
The  Chairman.  Where  was  that? 

Mr.  BoLLiNo.  That  was  in  Washington,  sir;  and  we  also  had  our 
count  at  the  National  Metropolitan  and  one  with  the  Commercial 
itional.    That  concern  was  also  needing  money  rather  than  getting 

It  has  never  paid,  and  I  am  now  out  of  that. 
The  Chairman.  Had  you  loaned  any  money  ? 
Mr.  BoLLiNG.  Not  personally ;  no,  sir. 
The  Chairman.  Up  to  this  time  had  you  loaned  anybody  any 

mey? 

Mr.  BoLLiNG.  No,  sir. 

The  Chairman.  Were  you  an  officer  of  that  concern  or  just  a  stock- 

Ider? 

Mr.  BoixiNG.  Just  a  partner,  you  might  say. 

rhe  Chairman.  A  partner? 


3032  SHIPPIXG   BOARD  OPERATIONS. 

Mr.  BoLLiNG.  Yes.  sir. 

The  Chairman.  Were  you  connected  in  any  other  way  with  txsf 
other  corporation  or  firm? 

Mr.  BoLLiNG.  No,  sir;  not  during  that  period. 

The  Chairman.  Or  partnership  during  that  period? 

Mr.  BoLLiNG    No.  sir. 

Tlie  CHAip.ArAN.  Are  you  now? 

Mr.  BoLLiNG.  T  am  connected  with  »  little  corni^any  that  organiai 
not  long  ago.  We  called  it  the  "  Pan-American  Importing:  Co."  Wi 
organized  that  company  to  bring  manganese  ore  up  from  Brazil  vha 
the  manganese  was  so  scarce.  But  we  never  succeeded  in  accomplii 
ing  a  contract  with  anybody  to  buy  it.  So  we  have  never  broiigkt 
in  any. 

The  Chairman.  When  was  that  formed? 

Mr.  Bolling.  That  was  started  about — I  think  about  June  of  this 
year,  sir. 

Tlie  Chairman.  It  does  not  operate  any  ships  or  anything  of  thai 
sort  ? 

Mr.  Bolling.  Oh,  no. 

The  Chairman.  It  is  just  an  importing  company? 

Mr.  Bolling.  Yes,  sir.  I  think  everybody  who'has  put  amlhiDj 
in  it  has  lost  everything  they  put  in. 

The  Chairman.  ITow^  much  did  you  put  in  that,  Mr.  Boiling? 

Mr.  Bolling.  I  put  in  $500. 

The  Chairman.  But  you  have  not  imported  anything? 

Mr.  BoiJ.iNG.  No,  sir.    But  the  company  is  still  in  existence. 

Tlie  Chairman.  Is  it  a  corporation  or  a  partnership? 

]Mr.  Bolling.  It  is  incorporated. 

The  Chairman.  Are  you  an  officer? 

Mr.  Bolling.  No,  sir. 

The  Chairman.  Just  a  stockholder? 

Mr.  Bolling.  Just  a  stockholder.  Well,  I  was  elected  on  the  bo; 
of  directors;  yes,  sir. 

The  Chairman.  Is  it  a  Washington  corporation? 

Mr.  Bolling.  Yes,  sir. 

The  Chairman.  Who  is  connected  with  that? 

Mr.  Bolling.  Mr.  Rudolph  Kauffman,  of  the  Evening  Star; 
Joseph  Davies;  Mr.  Martin — I  do  not  know  his  initials;  I  CAn 
think  of  the  other  gentlemen.    I  did  not  know  a  lot  of  them. 

The  Chairman.  Is  Mr.  Davies,  whom  you  mentioned,  the  ch 
man  of  the  Federal  Trade  Commission — was  he  or  is  he? 

Mr.  Bolling.  I  think  he  was  connected  with  the  Federal  Ti 
Commission  formerly;  yes,  sir. 

Tlie  Chairman.  After  Mr.  Tumulty  showed  you  this  anonyn 
letter  which  you  destroyed,  did  you  ever  have  any  further  talk  ^ 
him  about  the  matter? 

Mr.  Bolling.  Not  until  lately,  sir. 

The  Chairman.  How  lately? 

Mr.  Bolling.  Well,  I  would  say  since  June. 

The  Chairman.  What  was  the  occasion  of  your  talking  with 

since  June? 
Mr.  Bolling.  When  I  heard  that  this  supposed  affidavit  had 

out,  sir. 
The  Chairman.  What  did  -jow  t«Ak  ^vth  him  about? 
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Mr.  BoLLiNG.  I  simply  went  over  to  consult  with  him  about  it. 

The  Chairman.  What  about? 

Mr.  BoixjNG.  About  this  affidavit. 
r    The  Chairman.  To  get  his  advice  ? 

Mr.  BoixiNo.  Yes,  sir. 

The  Chairman.  Did  he  advise  you? 

Mr.  BoLLiNG.  He  advised  me  to  do  nothing;  just  to  leave  it  alone. 
'^  The  Chairman.  How  many  times  did  you  talk  with  him? 
J  Mr.  BoLUNO.  I  think  onlv  once,  sir. 

The  Chairman.  And  dia  you  recall  the  incidents  of  the  anony- 

E>U8  letter  when  you  talked  with  him  at  that  time? 

Mr.  BoLLiNO.  I  have  no  doubt  that  I  did,  sir. 

The  Chairman.  Did  you  show  him  this  other  anonymous  letter 
^at  Mr.  McAdoo  had  received? 
I-    Mr.  BoMJNG.  Yes.  sir. 

«   The  Chairman.  Can  you  think  of  any  othel*  person  to  whom  you 
:^ve  shown  that  anonymous  letter,  Mr.  Boiling? 

Mr.  BoLUNo.  I  have  shown  it  to  very  few  people,  sir. 

The  Chairman.  To  Mr.  Tweedale? 

^T.  BoLLiNG.  To  Mr.  Tweedale. 

The  Chairman.  Mr.  Meehan? 

Mr.  BoLUNG.  To  Mr.  Meehan. 

The  Chairman.  Admiral  Benson? 

Mr.  BoLLiNG.  I  do  not  know  that  I  showed  it  to  the  Admiral ;  I 
^^Utioned  it  to  him. 

The  Chairman.  Mr.  Gillen? 

Mr.  BoLUNG.  To  Mr.  Gillen;  and  Mr.  Tumulty,  my  brother,  and  I 
^Wnk  that  is  all,  sir,  practically. 

The  -Chairman.  At  the  time  Mr.  Sands  came  to  you  and  said  he 
^shed  to  take  care  of  you  on  the  bending  roll  transaction,  and  you 
^fused  to  let  him  do  it,  if  he  had  pulled  out  $600  cash  at  that  time 
*nd  offered  it  to  you,  would  you  have  felt  like  taking  it? 

Mr.  BoLLiNG.  1  absolutely  would  not,  sir — would  not  have  taken  it. 
.  The  Chairman.  What  would  have  been  the  objection  to  vour  tak- 
^g  it  then? 

Mr.  BoLLiNG.  I  would  have  felt  that  it  had  some  connection  with 
^hat  he  had  gotten.  As  I  say,  I  do  not  know  that  Sands  ever  got 
this  money. 

The  Chairman.  No,  sir ;  but  he  told  you  he  had. 

Mr.  BoLLiNG.  The  only  truthful  thing  in  the  whole  thing  he  has 
lied  about,  if  the  newspaper  quotation  is  correct.  He  says  he  does 
Hot  remember  this  transaction.  That  is  the  only  thing  there  is  any 
truth  in,  and  he  says  he  does  not  remember  it.  1  may  be  wrong,  but 
the  newspapers  quoted  him  as  saying  that. 

The  Chairman.  Do  you  know  where  Mr.  Cranor  is  now  ? 

Mr.  BoLLiNG.  No,  sir;  I  do  not. 

The  Chairman.  When  was  the  last  time  you  saw  him?     I  think 
probably  I  asked  you  that  before. 

Mr.  BoLLiNG.  The  day  before  yesterday,  sir,  I  think  was  the  last 
time  I  saw  him. 

The  Chairman.  Where? 

Mr.  BoLLiNO.  In  Washington. 

The  Chairman.  Did  you  talk  with  him  about  this  matter? 
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Mr.  BoLLixG.  I  received  a  long  distance  telephone  message  fi 
the  chief  operator  of  the  Shipping  Board  in  Xew  York  stating  ] 
Craiior  had  come  in  and  asked  her  to  tell  me  that  he  was  c*oi 
to  Washington  and  wanted  to  see  me.    Mr.  Cranor  came  to  Washb 
ton,  but  I  would  not  see  him  alone.     I  got  Mr.  Tweedale  to  go 
me.    Mr.  Tweedale  at  the  time  was' upstaits,  and  I  went  up  andgokl 
him  before  I  went  into  my  office.    Mr.  Cranor  was  waiting  thoij 
wlien  I  got  down  in  the  morning.    And  Mr.  Cranor  went  in  to  tUil 
whole  matter.    I  have  Mr.  Tweedale's  statement  here.    I  could  rem 
it  into  the  record,  sir. 

The  Chairman.  We  are  going  to  ask  Mr.  Tweedale  to  testify,  Mr.^ 
Boiling. 

Mr.  Bulling.  Yes,  sir. 

The  Chairman.  But  if  you  want  to  refresh  your  recollection  aboai 
it  you  may  do  so. 

Air.  BoLiiiNG.  No,  sir;  I  do  not. 

Mr.  Kelley.  Now%  Mr.  Boiling,  the  effect  of  your  testimony  ii 
that  this  story  of  Sands  is  false? 

Mr.  B()LLiN(i.  Absolutely. 

Mr.  Keij.ey.  In  so  far  as  it  implicates  you? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  And  your  theory  is  that  it  has  something  to  do- 
that  it  was  a  soil  of  a  holdup  proposition  with  reference  to  his  in- 
dictment against  him? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Keli^y.  That  it  was  a  sort  of  a  club  to  be  used  over  you  to 
force  you  to  obtain  assistance  from  parties  high  in  authority? 

Mr.  BoLLiNG.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  of  any  other  reason  of  any  kind  which 
would  furnish  an  additional  motive  of  any  sort  for  Sir.  Sands  to 
fabricate  a  story  involving  a  man  of  your  reputation  and  standing 
and  oflicial  position? 

Mr.  BoLLiNG.  I  do  not  know  how  Mr.  Sands  felt.  But  Mrs.  Sands 
felt  very  strongly  about  the  fact  that  my  brother  came  there  when 
Sands  got  out  oi  tliat  bank.  Indeed,  she  felt  so  strongly  that  she 
.sent  for  me  and  asked  me  to  ask  him  not  to  take  that  position;  that 
Mr.  Sands  had  not  been  treated  fairly;  that  they  were  not  going  to 
put  liini  out  of  the  bank  if  she  could  help  it.  I  told  Mrs.  Sands 
just  what  I  thought,  because  my  brother  had  already  refused  once  or 
twice  to  come — that  she  need  have  no  fear^  that  he  was  not  going  to 
take  that  j)osition.  But,  eventually,  he  did  take  it.  Whether  they 
hehl  that  against  me  or  not  I  do  not  know. 

^Ir.  Kelley.  From  your  long  acquaintance,  now,  with  Mr.  and  Mrs. 
Sands,  do  you  think  that  he  wouKl  be  a  party  to  a  story  of  this  kind 
because  he  was  (rLsj)hiced  in  tlie  bank  by  your  brother? 

Mr.  B(>LLiN(j.  No:  I  could  not  say  that,  sir.  It  might  be  a  eou- 
tributing  cause,  but  1  woukl  not  say  that. 

Mr.  Kelley.  Do  you  think  of  any  other  motives — ^were  there  any 
financial  losses  of  any  kind  tliat  Mr.  Sands  sustained  either  on  your 
account  or  on  account  of  any  member  of  your  family  which  might 
explain  it? 

Mr.  BoLLiNG.  Xo,  sir — now,  tliere  is  another  thing,  and,  of  course, 
I  do  not  know^  that  Fuller  is  the  man  that  went  to  the  newspaper  men. 
I  have  heard  so.    But  there  is  a  very  strong  motive  there.    There  was 
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other  man  indicted,  and  who  is  now  under  sentence  of  four  years  in 
5  penitentiary.  He  has  nothing  to  lose  by  mixinff  me  up.  and  while 
lever  spoke  to  Mr.  Fuller  but  once  in  my  life,  and  Sands  introduced 
i  to  him  then,  he  might  have  thought  m  some  way  that  this  could 

used  in  his  defense. 

Mr.  Kelley.  You  do  not  know  that  Mr.  Fuller  had  anything  to  do 
th  this  story  ? 

Mr.  BoixiNG.  I  say  I  do  not ;  that  is  hearsay  evidence.  I  have 
iderstood  that  he  was  the  man  who  went  to  this  man  McCann  here 

New  York. 

Mr.  Kelley.  Do  you  know  whether  or  not  any  of  the  auditors  of 

e  Shipping  Board  may  have  found  trace  of  these  notes,  and  that  it 

ay  have  started  in  that  way? 

Mr.  BoLLiNG.  No,  sir ;  I  do  not — I  do  not  Imow  that. 

Mr.  Kelley.  You  do  not  know  whether  any  one  of  tliese  notes  was 

er  charged  to  anv  contractor — charged  against  general  expense  of 

ly  contract  held  l)y  the  Downey  j^eople  and  paid  actually  by  the 

overnment? 

Mr.  BoLLiNG.  No,  sir ;  I  do  not. 

Mr.  Kelley.  As  direct  expense  against  a  ship  ? 

Mr.  BoLLiNQ.  No,  sir ;  I  do  hot. 

Mr.  Kelley.  Who  would  know  that? 

Mr.  BoLLiNO.  I  think  Mr.  Tweedale. 

Mr.  Kelley.  That  is,  who  would  be  in  a  position  to  get  that  in- 

rmation  ? 

Mr.  BoLLiNG.  Mr.  Tweedale. 

Mr.  Kelley.  Then  you  do  not  think  of  any  other  possible  motive, 

her  growing  out  of  your  family  affairs 

Mr.  BoLLiNG  (interposing).  No,  sir. 

Mr.  Kelu-^y  (continuing).  Or  out  of  these  financial  transactions? 

Mr.  BoLLiNG.  No,  sir. 

Mr.  Kelley.  Over  and  above  what  vou  have  stated  to  the  com- 

Lttee? 

Mr.  BoLLiNG.  No,  sir. 

Mr.  Kelley.  That  would  in  any  way  throw  any  light  upon  the 

>tive  for  fabricating  a  storj-   so  vicious  as  this? 

Mr.  BoLLiNG.  No,  sir;  I  do  not. 

Mr.  Kelley.  Against  a  man  who  occupies  such  a  high  place? 

Mr.  BoLi^iNG.  No.  sir;  I  do  not. 

Mr.  Kelley.  Mr:  Boiling,  you  never  received  any  of  those  threaten- 

Z  letters  personally? 

Mr.  BoLLiNG.  No,  sir:  they  did  not  come  to  me  personally. 

Mr.  Kelley.  Why  do  you  imagine  they  were  sent  to  others  rather 

in  to  you  at  the  start  ? 

Mr.  BoixiNG.  I  imagine  there  are  more  influential  people  who  knew 

—that  the  more  effect  it  would  have.     I  imagine  that  is  the  n^ason, 

it  if  they  should  be  sent  to  me  that  I  would  know  it,  but  that 

body  else  would;  that  those  ])eople  would  ask  me  about  it,  and 

fhten  me  into  going  to  the  President. 
want  to  ask  you.  Mr.  Chairman,  would  you  put  that  in  the 
!ord ;  I  think  yoii  brought  it  out  the  other  day  [  handing  i)aper  to 
lirman]  :  this  is  the  court's  copv.  T  would  like  veiy  mucii  to  do  so. 
The  Chairman.  This  is  a  copv  of  the  indictment  for  ''  Forgery  and 
ering  in  the  Supreme  Court  of  the  District  of  Columbia,  crimmal 
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division  Xo.  2,  June  30,  1920;  Xo.  35637:  United  Stfite.s  r.  Benjamiil 
V.  Fuller,  alias  B.  Frank  Fuller."  You  desire  to  have  that  madeil 
part  of  the  record? 

Mr.  BoLLiNG.  I  would  like  to  have  that  in  the  ivcord. 

The  Chairman.  Very  well ;  that  may  be  put  into  the  record  at  thkj 
point : 

IN   THE   srPRKME  COrRT  OF  THK  DISTRICT  OF  COLUMBIA,   CRIMINAL  DIVISION  NO.  i- 

JUNE  30,   1920. 

rnit(Hl  States  r.  Heiijaniin  F.  Fuller,  alias  B.  Frank  Fuller:  No.  35(^7; b-l 
(lict^Hl  f<»r  forpfory  and  uttering. 

ConH'  as  Avell  the  attorney  of  the  United  States,  as  the  defendant  iu  proper] 
person,  ao«*<>rdinjr  to  his  recojoiizaiuv,  and  by  his  attorney,  Henry  E.  Davis,  Eiq.; 
and  thereuiKui  the  defendants  motion  for  a  new  trial  and  motion  in  arrest flf- 
jndirment  coininj:  on  to  \)0.  heard,  after  arjrnment  by  counsel,  each  said  motion ii 
by  the  court  overrule*!,  to  which  action  by  the  court  the  defendant,  by  liissaid 
attorney,  prays  an  excepti(ni,  which  is  noted ;  thereuiK)!!  it  is  demandiNl  of  said 
<lefendant  what  further  he  has  to  sjiy  why  the  sentence  of  the  law  sIiouMnot 
be  pronounce<l  against  him ;  and  he  says  n<»thinfr  except  as  he  Iuh  alreadj" 
said;  whereupon  it  is  considercnl  by  the  court  that  for  his  said  offense.  Mirt 
forth  in  the  s(M*ond  count  of  siiid  indictment,  the  said  defendant  Ix?  imprisoned 
in  the  peiutentiary  (as  designated  by  the  Attorney  General  of  the  United 
States)  for  the  pericnl  of  four  years,  to  take  effect  from  and  including  the dat* 
of  arrival  of  said  defendant  at  said  iH'nitentlary ;  thereupi>n  said  defendant,  bj 
his  attorney,  notes  an  apix»al  to  the  Ctmrt  of  Api)eal8  of  the  District  of  Columbii 
from  the  judgment  of  the  ccmrt  in  tliis  ca.se;  whereupon  the  court  fixes  the 
amount  of  bond  for  costs  on  ai^peal  at  $100  and  the  bail  for  the  appearance  of 
said  defendant  is  fixed  in  the  sum  of  $3,<XX):  wliereupon  the  defendant  ontew 
into  a  recognizance  in  the  sum  of  $3,0(X),  with  (ieorpe  W.  Ray  as  sun»ty.  to 
forthwith  surrender  himstdf  to  the  cu.stody  of  the  marshal  of  this  IMsirirt  to 
be  dealt  with  and  proceeded  against  nccordinp  to  law  in  case  the  juilfniirtit 
appeaUnl  from  shall  be  aflirmed,  or  the  ap])eal  for  any  cause  l>e  dismis.se<L  <*r 
the  judjL'ment  reversed  and  a  new  trial  ordered,  or  if  he,  the  said  defendant, 
depart  the  court  without  leaive. 

Other  indictments:  No.  35(530:  indicted  on  October  3.  1019:  forgery  and  uttff- 
in  jr.     [No  action.] 

The  CiiATKMAX.  You  knew  Mr.  Fuller  had  had  his  trial,  did  you! 

Mr.  BoLLiNG.  Yes,  sir. 

The  Chaiioian.  And  did  a'ou  also  know  that  he  had  been — that  is. 
since  he  had  been  tried  and  sentenced — ^that  he  had  been  employed  by 
the  Department  of  Justice  to  assist  in  investigating  matters  relatin|j 
to  allepitions  or  charges  against  the  packers? 

Mr.  BoLLiNG.  Not  until  I  read  it  in  the  paper. 

The  Chairman.  Is  there  anything  further  you  wish  to  say? 

Mr.  BoLLiNo.  Nothing  else,  Mr.  Chairman.  This  letter.  I  think 
you  said  after  that,  vou  would  get  it  from  Mr.  Tweedale. 

The  Chairman.  Yes.     That  is  all,  Mr.  Boiling. 

TESTIMONY  OF  ME.  ALONZO  TWEEDALE. 

(Being  duly  sworn  by  the  Chair,  testified  as  follows:) 

The  Chairman.  Your  name  is  Alonzo  Tweedale? 

Mr.  Tweedale.  Yes,  sir. 

The  Chairman.  What  official  position  do  you  hold  with  the  Fleet 
Corporation  i 

Mr.  Tweedale.  I  am  now  holding  the  position  of  general  comp- 
troller. 

The  Chairman.  AVere  you  with  the  corporation,  or  Shipping 
Board,  in  any  other  capacity^. 
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^Ir.  TwEEDALE.  I  was  appointed  treasurer  of  the  Shipping  Board 
igust  29,  1919. 

The  Chairman.  Now,  you  have  not  testified  before  this  committee 
fore.  Mr.  Tweedale  ? 
Mr.  Tweedale.  I  have  not. 

The  Chairman.  We  probably  will  have  you  again  on  other  mat- 
's, but  we  desire  to  ask  you  now  with  reference  to  this  particular 
bject:  How  long  have  vou  known  Mr.  Boiling? 
mr.  Tweedale.  I  met  Mr.  Boiling  but  once  before  I  became  asso- 
ited  with  the  Emergency  Fleet  Corporation. 

The  Chairman.  How  long  were  you,  you  say,  acquainted  or  had 
lown  him  ? 

Mr.  Tweedale.  I  have  known  him  ever  since  August  29,  1919. 
The  Chairman.  When  first  did  you  hear  that  there  was  a  rumor 
r  a  story  or  a  whisper  going  about  involving  him  in  relation  to 
line  alleged  transaction  between  the  Shipping  Board  and  a  ship- 
oilding  company  ? 

Mr.  T^'eedale.  The  matter  was  first  called  to  my  attention  by  Mr. 
tolling  shortly  after  I  became  treasurer.  I  do  not  recall  the  exact 
ate;  I  did  not  charge  my  mind  with  it. 
The  Chairman.  When  did  you  become  treasurer? 
Mr.  Tweedale.  August  29,  1919.  Mr.  Boiling  had  received  an 
lonymous  letter,  had  it  in  his  possession,  and  he  came  to  me  and 
Id  me — showed  me  the  letter  and  then  recited  the  circumstances,  as 

knew  them. 

The  Chairman.  What  did  he  tell  you? 

Mr.  Tweedale.  He  told  me — that  is  pretty  hard  for  me  to  recall 
St  what  he  told  me — in  substance,  he  told  me  that  some  one,  and 

thought  through  probablv  his  connection  with  Mr.  Sands,  was 
bricating  a  story  to  the  eftect  that  he  in  some  way  had  partici- 
Lted  in  some  money  that  had  been  paid. 

He  said  further  that  he  had  taken  the  letters,  one  of  which  had 
len  destroyed,  to  the  Department  of  Justice,  and  seen  Mr.  Houston 
hompson  about  the  matter,  and  Mr.  Thompson  had  said  that  he 
ould  have  that  investigation  made,  and  that  he  had  had  an  investi- 
Uion  made,  turning  it  over  to  the  head  of  the  Secret  Service  Depart- 
ment of  the  Department  of  Justice:  that  as  a  result  of  that  investi- 
ation  Mr.  Thompson  had  assured  him  that  there  was  not  anything 
t  all  that  x'ould  be  found  that  would  implicate  him  in  any  way  in 
mnection  with  the  receiving  of  any  money  on  account  of  his  posi- 
on :  there  was  no  way  in  which  he  could  be  implicated,  not  that  he 
as  charged  with  this,  but  there  was  no  way  in  which  he  could  be 
^plicated :  that  the  record,  so  far  as  he  was  concerned,  that  there 
as  nothing  that  touched  him  in  any  way  and  this  story  which  Mr. 
calling  had  told  me  about,  based  upon  the  anonymous  letters. 
As  I  recall,  Mr.  Boiling's  idea  at  that  time  was  that  these  anony- 
oiis  letters  were  the  result  of  friction  that  had  arisen  between  him- 
If  and  Mr.  Sands,  because  he  had  not  assisted  Mr.  Sands  to  some 
iniunity  from  indictment — or,  I  don't  know  whether  it  was  some 
dictment  or  before  the  indictment  came  out.  1  examined  the  letter 
id  came  to  the  conclusion  that  it  was  probably — that  the  letter  was 
ritten  by  a  woman ;  it  looked  to  me  as  though  it  might  be  a  woman's 
^ndwriting ;  and  at  the  time  I  did  not — I  was  busy  trying  to  get 
»^o  the  Treasury  the  accounts  which  were  a  year  \)eu\Tvi^  ^tv^\  ^^ 
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not  ^ive.verv  miicli  attention  to  it,  except  to  listen  to  tlie  story  at 
that  time.     Later  on 


The  Chairman.  Just  before  you  depart  from  that  time 

Mr.  TwEEDALE.  Yes. 

The  Chairman.  Mr.  Boiling  was  then  assistant  treasurer? 

Mr.  Tweedale.  lie  was  assistant  treasurer:  yes,  sir. 

The  CiiAiKMAN.  lie  was  to  be  under  your  jurisdiction? 

Mr.  TwEEDAEE.  He  was. 

The  Chairman.  When  you  l^came  treasurer? 

Mr.  l^vEEDALE.  Yes,  sir. 

Tlie  Chairman.  Had  vou  heard  the  story  from  anybody  else  before 
Mr.  Bollin*^  came  to  you? 

Mr.  TwEEDAEE.  No ;  Mr.  Boiling  came  to  me  first  about  it. 

The  Chairman.  He  came  and  yolunteered  this  information? 

Mr.  Tweedale.  He  did. 

The  Chairman.  Told  you — that  he  showed  vou  the  anonymous 
letter  t 

Mr.  T^\'^:EDALE.  Yes. 

The  Chairman.  And  told  you  that  there  was  a  story  going  about 
and  told  you  about  it? 

Mr.  Tweedale.  In  regard  to  the  story,  he  did  not  tell  me  very 
much  about  the  story  going  about. 

The  Chairman,  fledidnot? 

ilr.  Tweedaij:.  No:  the  intimation  was  that  here  was  an  anony- 
mous letter  tliat  somebody  was  in  some  way  connecting  hLs  name  with 
the  transaction,  and  then  as  far  as  he  knew  anything  about  it,  he  was 
telling  me  of  the  general  transaction,  as  he  yiewed  it. 

The  Chairman.  Yes,  sir. 

Mr.  TwEEDAij-:.  He,  moreoyer,  told  me  he  had  referred  the  matterto 
Houston  Thompson,  who  was  then  Assistant  Attorney  General. 
Houston  Thompson  was  a  man  whom  I  knew  very  well.  Mr.  Thomp- 
son was  the  leader  of  the  Bible  class  at  the  church  where  I  went,  and 
I  have  always  had  a  very  high  opinion  of  Mr.  Houston  Thompson. 
So  the  matter  dragged  on  until  it  came  down  to  somewiiere  near  the 
time  when  I  was  appointed  general  comptroller,  and  in  coining 
down  to  the  office  one  morning  I  happened  to  nm  across  Mr.  Hous- 
ton Thompson,  and  I  asked  Air.  Houston  Thompson  about  this  mat- 
ter that  Mr.  Boiling  had  spoken  to  me  about.  Mr.  Thompson  said  to 
me  that  he  had  taken  great  pains  to  go  into  the  question  and  to  inves- 
tigate it,  and  that  so  far  as  Mr.  Boiling  was  concerned  there  was 
nothing — there  was  no  intimation  that  Mr.  Boiling  in  any  way. 
shape,  or  fonn  was  mixed  up  in  any  transaction  of  that  kind ;  that  he 
had  it  thoroughly  investigated. 

I  asked  ilr.  Houston  Thompson,  because  I  knew  that  I  was  re- 
sponsible for  the  moneys  of  the  Fleet  Corporation,  and  at  that  time 
I  had  not  known  Mr.  Boiling  until  I  came  into  the  organization,  and 
like  every  other  prudent  man,  I  wanted  to  know  if  there  was  any- 
thing at  the  bottom  of  it.  Now,  it  was  my  opinion  at  that  time  that 
the  Department  of  Justice  maintained  an  efficient  Secret  Service  Di- 
vision, and  this  matter  had  been  referred  to  the  Secret  Service  Di- 
vision, and  I  was  assured  by  Mr.  Thompson  that  they  had  made  an 
investigaticm  and  found  nothing,  and  on  that  I  rested. 

The  Cif^ii?3iAN.  Did  he  tell  you  \s'hom  he  saw? 
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Ir.  TwEEDAUB.  He  did  not;  he  told  me  that  he  referred  it  to  the 
.d  of  the  Secret  Service  Department  of  the  Attorney  General's 
ice. 

Hie  Chairman.  Did  he  mention  his  name? 
tf r.  TwEEDAi^E.  Yes ;  he  did,  but  I  have  forgotten  it. 
rhe  Chairman.  Mr.  Bielaski? 
tfr.  TwEEDALE.  Mr.  Bielaski. 
The  Chairman.  At  that  time? 
At.  Tweedalje.  At  that  time. 

The  Chairman.  When  was  this  conversation  with  Mr.  Bielaski,  if 
I  possibly  recall  it? 

Ir.  TwEEDALE.  I  don't  know  that  I  can ;  I  should  say  that  it  was 
beginning  of — somewhere  around — January,  1920;  I  should  say 
vas  about  then. 

?he  Chairman.  Did  you  talk  to  Mr.  Mei^han  about  the  matter? 
»Ir.  TwEEDALE.  I  did  not  talk  to  Mr.  Meehan  until  later.  I  did 
s.  to  Mr.  Meehan — I  talked  to  Mr.  Meehan  very  fully  about  it. 
recollection  about  talking  to  Mr.  Meehan  in  regard  to  this  matter 
That  when  I  was  about  to  l>e  transferred  from  the  position  of 
asurer  to  that  of  general  comptroller — ^the  board  passed  a  resolu- 
a,  and  I  might  say,  by  the  way,  that  I  did  not  want  the  position 
general  comptroller  of  this  Shipping  Board,  and  I  refused  it,  but 
y  seemed  to  think  that  with  the  knowledge  I  had  gained  as  treas- 
T,  and  the  fact  that  I  had  been  in  the  accounting  business  all  my 
5,  made  it  almost  mandatory  that  I  should  take  that  position — 
i  the  board  passed  a  resolution  providing  that  I  should  be  ap- 
inted  comptroller,  and  that  I  should  name  my  successor.  I  was  m 
ibt  whom  I  should  name. 

[  wanted  some  one  in  the  treasurer's  office  that  T  knew  would  work 
harmony  with  the  comptroller's  department,  and  while  the  func- 
ns  of  tile  two  offices  are  entirely  distinct,  one  being  a  check  as 
iinst  the  other,  and  they  should  be  absolutely  separate  and  dis- 
ct,  one  to  check  upon  the  other,  yet  I  wanted  there  should  be  no 
:agonism;  and  there  had  been  in  the  past,  according  to  the  evi- 
ices  I  had  found  in  going  over  the  records  of  the  past,  I  found 
ere  there  had  been  antagonisms  which,  to  my  mind,  had  delayed 
work  of  the  organization.  Therefore,  I  thought  of  Mr.  Boiling 
the  position. 

went  to  Mr.  Meehan  and  I  told  him  that  I  understood  tliat  he  had 
a  talk  with  Mr.  Boiling  in  regard  to  this  matter,  and  I  wanted  to 
w  from  Mr.  Meehan  whether  he  had  investigated  and  whether 
•e  was  anything  at  all  in  the  nmior,  telling  liii.i  frankly  at  the 
le  time  that  Mr.  Thompson  had  told  me  that  it  had  been  thor- 
hly  investigated  and  that  there  was  nothing  in  it  at  all. 
[r.  Meehan  assured  me  that  there  was  a  story  floating  around.  I 
n't  think  at  that  time  Mr.  Meehan  had  the  full  facts,  or  knew  all 
ut  it,  but  I  asked  him  if  he  would  not,  for  my  protection,  look  into 
matter. 

Ir.  Meehan  did  look  into  it,  at  least,  so  I  was  assured,  and  told  me 
t,  as  far  as  his  investigation  had  gone,  everything  was  apparently 
right,  that  there  was  no — nothing  that  would  implicate  Mr. 
ling  in  any  way,  shape,  or  form  with  a  commission  or  a  fee  or  a 
;  or  anything,  of  that  kind. 
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The  Chairman.  Told  you  that  ever\i;hing  was  apparently  all 
riffht? 

Air.  TwKKPALE.  Yes,  sir;  that  his  investigation  led  him  to  be- 
lieve that  there  was  nothiii<ic  at  all  that  would  lead  anyone  to  1»- 
lieve  that  there  was  anythin":  else;  that  he  had  investigated — I  unite- 
stood  he  had  investigated  it  thoroughly:  of  course,  I  don't  know  jnst 
what  processes  he  took  in  order  to  determine  that,  but  he  was  the 
chief  at  that  time  in  the  Washington  office  in  charge  of  the  investi- 
gating bureau  for  Washington. 

The  Chairman.  How  long  after  j^ou  asked  him  to  investi^teil 
did  he  assure  you  that  everything  was  apparently  all  right,  and 
that  there  was  nothing  in  the  story? 

Mr.  TwEEDALE.  In  the  course  of  several  weeks.  I  know  I  kept 
going  to  his  office  from  day  to  day,  talking  to  him  about  it. 

The  Chairman.  How  manv  weeks,  Mr.  Tweedale? 

Mr.  TwEEDAiiE.  I  should  say  several — a  couple  of  weeks. 

The  Chairman.  A,  couple  of  weeks? 

Mr.  Tweedale.  Yes. 

The  Chairman.  And  then  you  appointed  Mr.  Boiling  your  suc- 
cessor ?  4 

Mr.  Tweedale.  My  recommendation  was  that  Mr.  Boiling  be  ap- 
pointed. Mr.  Boiling  had  been,  and  was,  assistant  treasurer  under 
the  former  treasurer,  and  was  familiar  with  the  details  of  the  work; 
when  I  went  into  the  office,  I  tried  to  combine  the  work  of  the  con- 
struction division,  on  the  one  side,  and  the  operation  division  on  the 
other  hand,  under  one  head,  rather  than  have  two  assistants.  I  tried 
to  make  Mr.  Boiling  my  deputy  in  the  position,  so  that  Mr.  Boiling 
would  be  acouainted  with  everything  that  came  up,  so  far  as  the 
treasurer's  office  was  concerned ;  and  so  that  in  my  absence  the  work 
of  the  treasurer's  office,  if  I  happened  to  be  away,  the  work  of  the 
treasurer's  office  would  run  along  without  any  interruption. 

The  Chairman.  Now,  did  von  hear  the  storv  afterwards,  after 
Mr.  Moehan  had  reported  to  vou,  and  after  you  had  appointed  Mr. 
Boiling? 

Mr.  Tweedale.  Mr.  Fisher  and  I  talked  it  over,  and  just  when  I 
can't  recall ;  on  several  occasions.  I  remember  saying  to  Mr.  Fisher 
that  I  had  looked  into  it.  My  judgment  of  Mr.  Boiling  for  the 
])eriod  that  we  w^orked  together  was  that  he  was  eminently  a  straip^ht- 
forward,  honest  man. 

1  i(»niember  as  an  incident  that  brought  it  to  my  attention  was 
Mr.  Boiling  coining  to  me  one  day  and  saying  that  he  had  several 
(»nv(»lopes  in  his  office  which  had  been  given  to  him  by  the  former 
comi)tr()ller  and  he  wanted  me  to  look  at  them.     I  looked  at  them 
and  I  found  that  there  were  notes,  negotiable  notes,  in  those  en- 
velopes amounting  to  millions  of  dollars.    And  I  might  say  that  I 
was  rather  astounded  bv  the  method  by  which  the  treasurer's  oiw 
was  l)eing  conducted,  that  apparently  there  could  be  millions  of 
dollars  worth  of  securities  in  envelopes  which  were  not  upon  th« 
records  of  the  treasurer's  office  in  due  form,  and  that  immediatelT 
led  to  my  adoption  in  the  treasurer's  office  of  a  security  department 
into  which  I  finally  drove  all  of  the  securities  of  the  organization, 
and  we  put  a  man  in  charge  of  that,  made  a  complete  record  of  al' 
oi  the  securities  of  the  Fleet  Corporation. 
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There  were  moneys  in  Mr.  Boiling's  hands,  millions  of  dollars 
rorth,  with  which  he  was  trusted,  which  he  accounted  for  properly 
I  every  particular.  That  was  just  one  incident  of  a  number  of 
[Stances  that  came  to  my  attention  from  day  to  day,  showing  that 
ithout  records  which  I  have  always  thought  were  necessary,  monies 
ere  being  handled  and  dependent  upon  tlie  honesty  of  the  man. 
The  Chairman.  By  whom  were  these  notes  given? 
Mr.  TwEEDALE.  These  particular  notes  were  given  by — it  was  Lib- 
ty  bonds ;  excuse  me,  it  was  Liberty  bonds. 

*The  Chairman.  Who  were  they  given  by,  ship  contractors,  ship 
vners? 

Mr.  TwEEDALE.  They  were  put  up  as  security,  I  think ;  they  were 
i.ere  in  escrow,  to  take  care  of  some  advance  that  had  been  made. 

The  Chairman.  Well,  it  would  have  been  pretty  hard  work  to  dis- 
ose  of  any  of  them  without  it  coming  out  eventually,  wouldn't  it, 
Qvhow? 

Mr.  TwEEDALE.  They  were  Liberty  bonds  that  were  not  registered 
taU. 

The  Chairman.  I  know;  but  the  people  who  put  them  up  had  a 
ecord  of  them. 

Mr.  TwEEDALE,  Yes;  but  I  afterwards  believe  it  developed,  as  I 
ecall,  that  those  securities,  whil§  they  were  deposited  there,  the  pur- 
lose  for  which  they  were  deposited  was  settled,  and  the  securities 
lelonged  to  the  corporation. 

The  Chairman.  Belonged  to  the  Fleet  Corporation? 

Mr.  TwBEDALB.  Belonged  to  the  Fleet  Corporation. 

The  Chairman.  Well,  now,  did  you  talk  it  over  with  anybody 
ilse  besides  Mr.  Fisher? 

Mr.  TwEEDALE.  No;  I  don't  believe  I  did.    I  don't  recall  that  I 

lid. 

The  Chairman.  Did  you  talk,  it  over  with  the  chairman  of  the 
xmrd? 

Mr.  TwTEEDALE.  No ;  I  did  not.    No,  sir;  I  did  not. 

The  Chairman.  Did  you  ever  talk  it  over  with  any  member  of  the 
oard? 

Mr.  TwEEDAIiE.   No. 

The  Chairman.  Were  you  ever  asked  about  it  by  any  member  of 
le  board  ? 

Mr.  TwEEDALE.  I  never  was. 

The  Chairman.  Or  by  anybody  else  ? 

Mr.  TwEEDALE.  Not  until  very  recently ;  I  think  Mr.  Gillen  spoke 
>  me  about  it. 

The  Chairman.  How  long  ago  ? 

Mr.  TwEEDALE.  Oh,  I  don"t  Imow ;  while  Mr.  Gillen  was  a  director 
it  the  Fleet  Corporation — before  he  left.  The  story  had  come  to  him 
n  some  way.  Whether  Mr.  Boiling  spoke  to  him  I  don't  know ;  but 
lecame  to  me  and  asked  me  about  it,  and  I  told  him  that  I  had  in- 
vestigated this  far — ^that  is,  I  had  gone  to  see  Thompson  and  had 
;one  to  see  Meehan  before  we  had  done  anything. 

And  I  will  say  this,  that  at  the  time  I  suggested  to  Boiling  that 
e  become  treasurer,  and  Mr.  Boiling  said,  "  Well,  I  don't  Imow  about 
>at;  very  likely  they  will  rake  up  that  story  the  minute  I  get  a  i:)osi- 
on  of  prominence  in  the  Fleet  Corporation;  somebody  will  come 
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alon*):  and  brinsr  up  tliis  matter  about  which  these  anonymous  lettoij 
liavo  hvim  sent  in.'  ] 

The  CiiAiKMAX.  Did  you  ever  see  this?  Have  you  ever  seenij 
photostat  copy  of  the  statement  of  Sands,  in  affidavit  form,  which] 
was  not  si<2:"ed  [handing  photostat  to  Mr.  Tweedale]  ? 

Mr.  TwKEDALK.  No,  sir. 

The  Chairman.  Never  seen  it? 

Mr.  Tweedale.  Never  have  seen  it. 

Tlie  (^HAiKMAN.  Did  you  ever  hear  that  there  was  one  in  the  fitej 
of  the  Fleet  Corporation  ? 

Mr.  Tweedale.  No^  sir;  not  until  recently. 

The  Chairman.  Did  you  ever  have  occasion  at  any  time  to  look^ 
into  the  matter  of  these  notes  given  by  Wallace  Cowney  to  Mt 
8ands? 

Mr.  Tweedale.  No,  sir. 

Tlie  Chairman.  Do  you  know  the  situation  with  reference  to  tiei 
Fleet  Corporation  and  the  Providence  Engineering  Co.  or  the 
Downey  Shipbuilding  Corporation? 

ilr.  Tweedale.  Yes,  sir;  I  do. 

Tlie  Cilmrman.  Are  the^'^  matters  that  are  settled? 

Mr.  Tweedale.  My  impression  is  that  they  are ;  but  I  do  not  know 
definitelv  without  looking  up  the  records. 

The  Chairman.  Did  you  ever  have  to  look  in  to  see  how  mudi 
money  was  advanced  to  either  of  those  concerns? 

Mr.  Tweedale.  I  have  riot  had  personally  to  do  that. 

The  CiLMRMAN.  Do  you  know  whether  or  not  the  credit  depart- 
ment hacl  to  do  something  about  the  credit  of  this  corporation? 

Mr.  Tweedale.  That  information  I  have  recently  got.  The  record 
shows  that — as  I  looked  over  the  file  the  other  day — the  record 
shows  that  this  Providence  Engineering  Co.  was  the  low  bidder  for 
10  boats,  and  when  thev  came  to  execute  tlie  contract:  that  is,  the 
low  bid  had  been  accepted  and  sent  to  the  contract  department,  and 
when  the  (|uestion  of  making  or  entering  into  the  contract  can» 
around  to  tlie  credit  dej^artment,  which  department  has  to  pass  upon 
it  first  l)ef()re  a  contract  was  executed,  it  was  found  from  certain  in- 
vestigations that  the  credit  was  not  sufficiently  strong  for  the  time 
being  for  (»nt(»ring  into  that  contract,  so  the  entering  into  it  wis 
held  uf).  The  Fleet  (\)rporation  made  an  investigation,  audited 
their  accounts,  and  found  that  their  condition;  that  is,  that  their 
situation  was  not  strong  enough:  that  we  should  not  enter  into  a 
contract  under  those  conditions.  The  credit  mana^r  so  notified  the 
engineering  company  and  stated  that  unless  additional  security  wis 
})rovidcd  that  the  Fleet  Corporation  would  not  be  willing  to  enter 
into  a  contract. 

The  Cmaikman.  AVhat  was  the  sum  of  this  contract — what  was  the 
total  amount  involved? 

Mr.  Tweedale.  The  records  are  here;  I  do  not  carry  it  in  my  head. 
The  records  are  here  and  they  will  show.  Mr.  New,  my  assistant 
com|)tr<)llcr,  had  definite  charge  of  this  work,  and  the  transactions 
between  Mr.  Cranor  and  himself  were  entered  into  between  Mr. 
Cranor  and  himself,  Mr.  Cranor  coining  to  him  and  stating  that  he 
had  arrangcul  for  the  credits.  And  in  that  connection  I  would  like 
to  SUV  that  within  the  ltvs.t  two  d^\?>  Mr,  Cranor  has  been  to  the 
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Bank,  which  letter  is  dated  March  15,  1918,  and  is  now  on  fileiiitti|: 
comptroller's  department.    "  I' 

Mr.  Cranor  said  that  he  had  never  received  any  consideration  «.- 
all  from  Mr.  Sands  in  connection  with  this  transaction,  and  thit 
while  he  had  met  Mr.  Boiling  on  one  or  two  occasions,  he  bet 
that  Mr.  Bollin<r  was  not  interested  in  any  way  in  the  tninsaetioo, 
for  the  reason  that  Mr.  Boiling  was  not  in  a  position  to  inlluena 
the  placing  of  this  credit  in  any  way,  shape,  form,  or  manner. 

Mr.  Cranor  very  clearly  showed  by  his  statement  to  me  that  the 
moneys  paid  were  the  usual  mtmeys  that  are  paid  to  finanr^ial  insti- 
tutions in  order  to  oljtain  a  credit,  and  that  he  was  the  man  thit 
made  all  the  arrangcine)its  as  to  the  amount  that  would  l)e  paid  for 
Uie  consideration  for  the  credit  of  $125,()(K);  that  he  did  not  knoi 
what  final  arrangements  were  made  between  Downey  and  Sands, 
because  all  iiis  work  in  connection  with  this  matter  was  to  J-ee  tliat 
a   credit  was  established  so  that  the  contract   would   be  exocutetl, 
Avhich  work  he  performed. 

I  asked  Mr.  Cranor  who  the  credit  man  was  that  he  interviewed, 
iind  he  said  that  it  was  Mr.  New.  I  then  called  Mr.  New — and  Mr. 
New's  office  was  down  at  Sixth  and  B — and  I  called  Mr.  Now  on 
the  phone  and  told  him  to  come  to  the  ¥  Street  office,  and  Mr. 
New  verified  the  incident  that  had  occurred  between  Mr.  C'riUiorand 
himself  with  respect  to  the  establishment  of  the  credit. 

The  Chairman.  When  did  you  do  that? 

^Ir.  TwEEDALK.  I  did  that  (m  November  27. 

The  Chairman.  This  yea^r? 

Mr.  TwEEDALE.  Yes,  sir;  this  month. 

The  Chairman.  As  a  matter  of  fact,  the  contract  was  si«rncd  b^ 
fore  the  letter  of  credit  was  received,  wasn't  it? 

Mr.  TwEEDALE.  It  api)ears  to  be  dated  that  way — that  is,  one  day 
before — but  as  a  matter  of  fact,  Mr.  New  stated  to  me  that  he  called 
up  tiie  contract  depaiiment  and  told  them  on  the  day  that  this 
matter  was  settled — ^the  date  of  the  letter — that  thej'  could  then 
execute  the  contract,  and  the  contract  had  not  been  issued  until  Mr. 
New  notifietl  the  contract  department. 

Tlie  Chairman.  AVell,  it  had  been  siirned,  hadn't  it? 

Mr.  TwEEDALE.  It  may  have  been  signed,  or  it  may  have  been  dated 
in  advance;  I  don't  know  which. 

The  Chairman.  Dated  in  advance? 

Mr.  TwEEDALE.  Dated  behind — back  one  day.  In  other  words,  th 
<*ontract  may  have  been  written  up  and  dated,  expecting  to  o))taiB 
the  credits,  *^and  when  the  credits  came  through  they  executed  it; 
that  has  been  done  in  a  number  of  cases. 

The  Chairman.  Is  that  the  way  they  have  been  signing  contracts 

down  there? 

Mr.  Tweedai^.  I  would  not  like  to  say  that  that  is  the  procedure. 

The  Chairman.  You  say  they  done  that  in  a  number  ot  cases?  • 

Mr.  Tweedale.  I  have  seen  cases  where  the  dates  do  not  bear  tw 
€xact  date  of  the  execution. 

The  Chairman.  Well,  the  latter  was  dated  March  15, 1918. 

Mr.  Tweedale.  March  15. 

The  Chairman.  Have  you  got  the  original  of  that  letter  here!  We 
had  a  photostat  copy  of  it. 

Mr.  Tweedale.  Mr.  New  Yvaa  \t. 
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he  Chairman.  Mr.  New  has  it? 
Ir.  TwEEDALE.  Yes. 

'he  Chairman.  Is  he  on^  of  your  assistants? 
Ir.  Tweedaij:.  Mr.  New  is  the  assistant  comptroller ;  yes,  sir. 
'he  Chairman.  Well,  did  you  see  the  letter  ? 
tp.  TwEEDALE.  The  original  letter  ? 
Tie  Chairman.  Yes. 
tr.  TwEEDALE.  Yes,  sir ;  I  did. 
*he  Chairman.  On  the  27th  of  November? 

Ir.  TwEEDALE.  On  the  27th  of  November?     What  letter  do  you 
ir  to  on  the  27th  of  November? 

!Tie  Chairman.  I  say,  y^u  said  you  saw  the  original  of  this  let- 
on  November  27. 

Ir.  TwEia)ALE.  Oh,  yes,  sir;  yes,  sir;  in  my  office,  the  day  before 
terday. 

'he  Chairman.  Have  you  got  a  photostat  copy  of  that  letter  ? 
Ir.  TwEEDALE.  I  have ;  yes,  sir. 
'he  Chairman.  Is  that  it  ? 
Ir.  TwEEDALE.  That  is  it  [producing  copy], 
'he  Chairman  [reading] : 

The  Commercial  National  Bank, 
Washington,  D.  C,  March  15,  1918. 

)iT  Manager,  Emergency  Fleet  Corporation, 

Washington,  D.  C: 

his  bank  has  entered  Into  an  agreement  with  the  Providence  Engineering 
poratiou,  Providence,  R.  I.,  by  which  the  banlc  agrees  to  funiisli  tlie  Provi- 
ce  Engineering  Corporation  a  line  of  credit  np  to  $125,000  to  l)e  usetl  a» 
liing  capital  in  connection  with  their  pending  contract  <!overing  tlie  con- 
ictlon  of  10  tug  boats  for  tbe  Emergency  Fleet  Corporation. 
t  is  understood  that  thl8  line  of  credit  is  to  be  available  to  the  Providence 
peering  Corporation  during  the  entire  life  of  the  pending  contract  for 
construction  referred  to  above. 
Yours,  truly, 

T.  K.  Sands,  Vice  President, 
tamped  "  Financial  file." 

fou  don't  know  anything  about  this  transaction  at  the  time  ? 
dr.  TwEEDALE.  No,  sir. 

Phe  Chairman.  When^was  it  first  called  to  your  attention  after- 
rds? 

Ir.  TwEEDALE.  I  have  not  seen  that  letter  before  the  27th  of  No* 
iber. 

?he  Chairman.  The  suggestion  has  been  made  that  I  read  the  date 
this  letter  as  March  15, 1919.    If  so,  I  was  in  error  as  the  letter  is 
ed  March  15,  1918,  Mr.  Tweedale. 
fr.  Tweedale.  Yes,  sir;  1918. 
'he  Chairman.  It  should  have  been  1918  ? 
fr:  TweedaIiE.  Yes,  sir. 

!Tie  Chairman.  Now,  Mr.  Tweedale,  do  you  know  anything  about 
other  credit  that  had  been  established,  or  whether  this  was  to 
le  up  as  part  of  the  credit  or  whether  this  was  the  total  credit 
t  the  corporation  required  for  this  $2,850,000  contf act  ? 
fr.  Tweedale.  This  credit  was  deemed  sufficient  upon  which  ta 
cute  this  contract. 

Tie  Chairman.  This  credit  of  $125,000? 
Ir.  Tweedale.  This  credit  of  $125,000. 
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The  Chairman.  When  Mr.  Cranor  came  to  see  you  the  other 
and  talked  with  you  about  this,  did  he  say  anything  about  the 
rangement  with  Mr.  Sands  to  secure  a  contract! 

Mr.  TwEEDALE.  He  did  not.  He  said  that  he  went  to  Mr.  Sand: 
same  as  he  would  go  to  any  banker  to  establish  a  credit. 

The  Chairman.  Now,  did  he  say  anything  about  asking  Mr.  Si 
to  get  the  contract  for  the  Providence  Engineering  Co.  ? 

Mr.  Twekdaij:.  He  did  not;  he  did  not. 
'  The  Chairman.  Did  he  say  anything  about  having  made  am 
rangement  with  Mr.  Sands  relative  to  dividing  these  commisi 
of  $25,000  with  him,  Cranor? 

Mr.  Twei:dai^.  He  said  positively  that  there  was  no  such  ana 
ment. 

The  Chairman.  You  talked  to  him  about  that? 

Mr.  Tweedale.  I  did;  and  he  said  no,  that  this  money  wai 
understood — the  notes  or  whatever  they  were  that  were  paid- 
put  up,  was  an  arrangement  between  Mr.  Downey  and  Mr.  Sj 
and  that  it  was  the  usual  arrangement.  He  said  Mr.  Downey 
him  the  dickens  for  agreeing  to  pay  a  commission  of  ^,0(H) 
cause  Mr.  Downey  thought  it  was  too  high ;  but  he  said  that  thai 
not  an  unusual  commission  for  a  credit  of  that  amount. 

The  CiiAiKMAX.  Who  said  that? 

Mr.  TwKEDALE.  Mr.  Cranor  told  Mr.  Downey  that  that  wai 
iinuhiial. 

The  Chairman.  What  did  you  think  about  it? 

Mr.  TwEEDALK.  Well,  I  didn't  know ;  I  have  heard  that  Mr.  Do 
has  paid  very  much  higher  commissions  for  other  credits. 

Tlie  CiiAiKMAN.  To  Sands? 

Mr.  Tweedale.  No,  no ;  in  New  York  here. 

The  Chairman.  Tn  New  York? 

Mr.  Tweedale.  Yes. 

The  Chairman.  Did  Mr.  Cranor  say  anything  about  Mr.  i 
knowing  about  this? 

Mr.  TwEEDAij-:.  No:  he  said,  as  far  as  I  re^'all,  that  Mr.  ^ 
didn't  know  anything  about  it;  that  the  arrangement  was 
])etweon  liimself  and  Mr.  Sands,  because  #f  his  former  conne< 
That  is  the  reason  he  went  to  Mr.  Sands,  because  of  his  fo 
connection  with  Mr.  Sands  in  Kichmond.  I  should  judge,  fron 
("ranor's  speech,  tliat  he  is  a  southerner;  he  said  he  lived  in  Richi 
and  he  had  known  Mr.  Sands  there,  and  had  financial  transac 
witli  him  in  hanking  business  in  the  city  of  Richmond. 

The   Chairman.  Was  Mr.   Sisler  secretary  to  the  board 
you  were  there? 

Mr.  Tweedale.  No,  sir ;  I  didn't  know  the  gentleman. 

The  Chairman.  Did  you  ask  Mr.  Cranor  whether  there  were 
arrangements  made  whereby  Mr.  Boiling  was  to  have  had  pa 
this  commission? 

Mr.  Tweedaij-:.  About  the  same  question  that  I  asked  in  rega 
the  whole  subject,  whether  there  was  anything  in  this  matter  t 
in  regard  to  the  ])ayment  of  a  division — the  division  of  the  cod 
sion — which  Mr.  Cranor  says  was  nothing  unusual;  this  was  p 
a  commission  paid  Sands  to  secure  this  credit,  and  that  is  all  tl 
was. 
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The  Chairman.  Well,  was  it  your  understanding  that  Mr.  Sands 
AS  to  assure  this  credit — put  the  bank  behind  this  company — and 
'fcliat  he  personally  was  to  receive  this  fee,  or  that  that  fee  was  to  go 
*iO  the  bank »    What  did  Mr.  Cranor  say  to  that  ? 

Mr.  TwEEDALE.  Mr.  Cranor  did  not  seem  to  be  at  all  sure  about 
^"ft^lxat  particular  matter.  I  think,  from  the  way  Mr.  Cranor  explained 
?^^he  matter,  that  Mr.  Cranor's  idea  was  that  he  was  dealing  with  Mr. 
Sfinds  as  a  member  of  the — as  the  vice  president  and  ofhcer  of  the 
Commercial  National  Bank,  and  that  he  was  paying  Sands  this 
Loney — I  don't  know  whether  he  had  any  idea  of  seeing  to  this  ap- 
Lication  or  where  the  money  was  going  to :  he  was  very  clear  oh  one 
IPoint,  because  I  questioned  him  on  it  and  over  and  over  again,  and 
Wtiat  was  that  the  $40,000  was  a  commission  only  for  securing  the 
o^dit.  There  is  no  doubt  in  my  mind  that  the  Fleet  Cori)<)ration 
^id  accept  that  letter  as  a  letter  of  credit,  and  I  feel  very  sure  that  if 
.Anything  had  happened  the  fleet  could  have  gone  back  on  that  bank 
^f)r  that  amount  of  credit  in  case  any  trouble  had  arisen. 

The  Chairman.  Well,  the  Fleet  Corporation  had  made  advances 
to  the  Downey  Shipbuilding  Corporation  through  Mr.  Wallace 
XX)wney,  hadn't  they,  for  that  contract  ? 

Mr.  TwEEDALE.  That  is,  for  Downey's  contract  or  for  this  contract  ? 
The  Chairman.  For  Downey's  contract. 

Mr.  TwEEDALE.  Oh,  yes;  they  had  made  advances  from  time  to 
lime. 

The  Chairman.  Now,  is  there  anything  in  your  office,  in  the  comp- 
troller's office,  that  you  know  of,  which  shows  this  item  of  $40,000, 
or  any  part  oi  it,  from  the  books  of  the  Providence  Engineering  Co.  ? 
Mr.  TwEEDAiJ5.  I  don't  know  that  there  is,  because  1  have  never 
had  it  investigated.  I  don't  know  whether  a  final  audit  has  been 
made  on  that  account  or  not. 

The  Chairman.  Well,  now,  was  not  it  a  nuitter,  when  it  came  to 
your  attention,  Mr.  Tweedale,  that  you  would  naturally  want  to  have 
investigated  to  find  out  what  the  books  of  the  Providence  Engineer- 
ing Co.  showed  about  this  matter,  and  would  not  the  Downey  Ship- 
building Co.  show  up  anything  about  it?  What  investigation  was 
made  prior  to  the  awarding  of  the  contract,  and  what  bearing  it  had 
upon  payments  made  under  the  contract,  and  what  relation  it  had,  if 
any«  to  the  final  settlement  ? 

Mr.  Tweedale.  Well,  this  particular  matter  has  only  very  recently 
come  to  my  attention,  very  recently;  that  is,  the  matter  of  looking 
up  these  files;  it  has  only  been  within  the  past  week  that  I  have  hail 


any  chance  at  all  to  go  into  this. 
The  Chairman.  1l  ou  saic 


said  that  there  was  a  letter  sent,  signed  per- 
sonally by  Mr.  Sands,  which  was  unsatisfactory  to  the  credit  depart- 
ment ? 

Mr.  Tweedale.  So  I  am  infoimed  by  Mr.  New. 

The  Chairman.  Didn't  you  know  that,  as  a  matter  of  fact,  the 
contract  department  acted  iipcm  that  letter — the  14th  of  March — and 
si^ed  the  contract,  and  then  later  insisted — Mr.  New  insisted  that  a 
letter  as  vice  president  of  the  bank  should  be  forthcoming? 

Mr.  Tweedale.  I  would  like  Mr.  New  to  testify  to  that  specifically, 
liecause  I  <lon't  know. 

The  ('hairman.  I  am  asking  vou  if  vou  know. 
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Mr.  Tm'eedale.  I  don't  know  it. 

The  Chairman.  Do  vou  know  whether  or  not  somebody  in  vc 
dei)artnient  looked  up  tlie  condition  of  the  Providence  Engineerii 
Co.  and  its  capacity  to  carry  out  the  terms  of  the  contract,  andre^] 
})orted  favorably  even  before  the  credit  was  established  with  the! 
Commercial  Xaticmal  Bank — whether  yon  know  ? 

Mr.  TwEEDALE.  No :  I  don't  know  that.  The  only  thin^  I  do  know 
is  that  Mr.  New  positively  refused  to  give  credit— to  certify  crefi 
to  the  contract  department  until  this  letter  had  been  receivedraccoid- 
in<2:o  Mr.  Xew's  own  statement. 

The  Chairman.  When  did  you  first  hear  that  Mr.  Sisler  wts 
alleged  to  have  been  involved  in  this  transaction  or  the  story  which 
also  involved  Mr.  Bollin<r? 

Mr.  TwEEDAij^.  I  expect  that  when  Mr.  BoUinff  told  me  about  this 
matter,  he  probably  told  me  about  Mr.  Sisler,  but  1  have  never  known 
Sisler  and  the  name  made  no  impression  on  my  mind  whatever. 

1'he  Chairman,  ifou  knew  that  he  had  been  secretary? 

Mr.  TwEEDALE.  I  knew  he  had  been  secretary. 

The  Chairman.  You  knew  when  Mr.  Boiling  first  came  to  you  to 
tell  you  alx)ut  this? 

IVfr.  TwEEDALi-].  He  told  me  that  he  had  been  secretary. 

The  Chairman.  And  that  Mr.  Sisler  was  alleged  to  have  been  in- 
volved in  that? 

Mr.  TwEEDALE.  Yes,  sir. 

The  C^HAiRMAN.  Did  he  tell  you  how  he  found  that  out? 

Mr.  TwEEDAi^.  No ;  I  can  not  tell  you  that — how  he  did. 

The  Chairman.  There  was  nothing  in  the  anonymous  letter  to  that 
effect,  was  there? 

Mr.  T^\^5:EI)ALJ:.  I  don't  remember,  i  don't  remember  that — I  can 
not  recall.  I  know  that  when  Meehan  and  I  talked  about  it  that  Mee- 
han  did  tell  me,  but  whether  I  knew  it  before  that  I  can  not  say;  I 
do  not  know. 

The  Chairman.  Then  you  don't  know  whether  Mr.  Boiling  did 
actuallv  mention  Sisler  or  not? 

Mr.  'Tweedale.  No  ;  I  do  not. 

The  Chairman!  T  don't  understand  whether  you  have  met  Mr. 
Cranor  before  the  dav  before  vesterdav? 

Mr.  Tweedale.  No. 

The  CirAiRMAN.  Had  you  met  him  before  that  time? 

Mr.  TwEEDALE.  I  had  never  met  him  before;  he  was  a  total  stranger 
to  mo. 

The  Chairman.  TTad  you  met  Mr.  Downey  before? 

Mr.  TwEEDAi.E.  T  met  Mr.  Downey  two  or  three  or  four  months 
a<ro,  when  he  was  endoavorin<]^  to  ^rct  a  further  advance  under  his 
contract.  There  was  a  conference  froing  on  at  the  time  and  I  walked 
into  the  room  where  there  was  this  conference  going  on  there,  and 
I  think  1  met  him  there.  I  have  never  had  anv  conversation  at  all 
with  Mr.  Downey ;  I  didn't  know  him. 

The  Chairman.  At  the  time  this  conference  was  going  on,  was 
this  an  advance  for  credit  in  consideration  of  the  shipping  contract! 

Mr.  TwEEDALE.  No,  no,  sir.  It  was  a  further  advance  under  the 
original  contract  of  Downey  for  the  Downey  Shipbuilding  Co. 

The  Chairman.  Do  I  understand  you  to  say,  Mr.  Tweedale,  that 
it  is  your  information  that  other  contractors  who  build  ships  for 


SHIPPING  BOARD   OPERATIONS.  3049 

Shipping  Board  establish  their  credit  through  methods  such  as 
.  Cranor  tells  you  was  used  in  this  case?  Now,  from  your  own 
)wledge,  not  from  what  others  told  you  ?  , 

dr.  TwEEDALE.  No ;  I  can  not  say  that, 
rhe  Chairman.  You  can  not  say  that  ? 
rfr.  TwEEDAiiE.  No ;  I  can  not  say  that. 

The  Chairman.  Do  you,  as  comptroller,  have  to  be  satisfied  or  pass 
an  anything,  any  document,  or  inspect  any  representations  made 
these  contractors  before  their  credit  is  established? 
Mr.  T\\t:edale.  Yes,  sir. 

The  Chairman.  Now,  do  you  recall  ever  having  passed  upon  any 
se  where  credit  was  established  in  this  manner  with  the  Shipping 
>ard? 

Mr.  TwEEDAi^.  No,  sir ;  never.    Not  since  I  have  been  where  I  have 
d  anything  to  do  with  it.    I  do  not  remember. 
The  Chairman.  You  stated  that  you  understood  Mr.  Downey  had 
bablished  credit  in  New  York  in  a  similar  manner.    Was  that  for 
is  same  contract  ? 

Mr.  Tw^eedale.  I  think  that  it  was  an  unfortunate  use  of  the  \^ords. 
do  not  know  that  he  established  credit  that  way ;  I  understood  that 
T.  Downey  had  had  to  pay  excessively  for  moneys  which  he  required 

his  use;  that  is,  for  his  use  in  his  shipbuilding  work.  That  is  to 
y,  he  had  to  pay  a  commission  very  much  larger  in  proportion 
an  this  particular  sum  is  to  the  credit  that  was  established  in  that 
se. 

The  Chairman.  Then,  you  look  upon  this  as  purely — as  a  matter 
establishing  credit? 
Mr.  Tweedale.  That  is  all,  that  is  all. 
The  Chairman.  Any  questions,  Mr.  Kelley  ? 

Mr.  Kelley.  I  think  the  questions  I  have  in  mind  had  better  be 
ced  of  Mr.  New,  but  there  are  one  or  two :  Have  you  looked  into 
?se  companies'  records,  the  Downey  Shipbuilding  Co.  and  the 
•evidence  Engineering  Co.  ? 

Mr.  Tweedale.  The  Downey  Shipbuikling  Co.  has  come  to  my 
tention  on  several  occasions.  The  question  came  up  in  the  Downey 
lipbuilding  Co.,  I  remember,  in  regard  to  the  measurement  of  the 
ad-weight  tonnage  of  certain  ships  and  there  had  been  a  great  deal 

contention  as  to  what  the  proper  dead-weight  tonnage  of  the  ships 
ere.  One  ship  was  to  be  measured  as  a  result  of  that;  the  dead- 
eight  tonnage  of  all  the  ships  should  be  ascertained. 

I  found  that  that  question  was  being  booted  about  to  first  one  and 
len  to  the  other,  so,  without  saying  very  much  about  it,  I  found 
lere  was  a  ship  in  New  York  here,  one  of  his  ships,  and  I  made 
iTangements  whereby  that  ship  was  measured  and  the  dead-weight 
>nnage  absolutely  obtained:  that  is,  the  Navy  Department,  through 

commission,  was  one  member  of  it,  and    the   American    Survey 
ureau  had  another,  and  our  ow^n  representative  had  another,  and 
i  a  result  of  that,  the  dead-weight  tonnage  was  much  reduced,  to 
e  great  saving  to  the  corporation. 
Mr.  Keli^y.  And  this  Downey  controversy,  as  it  has  been  brought 

through  these  charges  against  Mr.  Boiling  and  others,  has  come 

your  attention  so  recently  that  you  haven't  had  time  to  inquire 
to  the  financial  situation  of  either  of  these  companies  at  the  time 
is  second  contract  was  made? 
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Mr.  TwKKDAL?:.  I  have  not. 

Mr.  Kkllky.  You  don't  know  that  this  $100,0(X)  that  is  spoken  of 
in  this  letter 

Mr.  twEEDALE.  $125,000. 

Mr.  Kei.ley.  $12r)./)()()  was  in  fact  made  available  for  these  peojA 
at  all,  hut  put  into  the  savings  account  down  there  a^inst  whick 
they  ( ould  not  check,  at  this  Commercial  Nation^  Bank? 

Mr.  TwEEDALE.  I  don't  know  what  financial  arrangements  haJbea 
made — ahsolutely  nothin*;. 

Mr.  Keijj:y.  lou  have  not  inquired  into  it  to  see  whether  this  i» 
true  or  not? 

Mr.  TwEEDALE.  Xo,  sir:  an<l  I  would  accept  that  for  face  value:! 
think  it  would  bind  the  bank  for  a  credit  of  $125,000. 

Mr.  Keij.ey.  It  would  not  bind  the  bank  unless  the  board  of  di- 
rectors have  agreed  to  it  or  the  proper  authorities  have  given  Mr, 
Sands,  as  vice  president,  authority  to  bind  the  bank;  it  would  not 
bind  the  bank,  would  it? 

Mr.  TwEEDALE.  Xo.  Of  coui'se,  we  naturally  suppose  that  when 
the  vice  president  and  cashier  of  a  bank  si^s  a  document  of  thit 
kind  thai  he  is  not  carrying  out  somethinp  that  he  is  not  authoriffJ 
to  do. 

Mr.  Kelley.  I  know,  Mr,  Tweedale;  but  if  you  are  going  to  insist 
that  a  firm  shall  have  credit  should  not  you  insist  that  the  evidence 
of  that  credit  shouhl  be  in  some  legal  and  proper  form  to  bind  the 
bank  or  Avhoever  is  going  to  furnish  the  credit?  In  other  words, Mr. 
Tweedale,  would  the  P'leet  Corporation  accept  a  mere  letter  from 
a  bank  as  evidence  that  the  bank  had  acted  in  harmony  with  the 
letter  ?  Would  you  not  ask  for  a  copy  of  their  resolution  or  anything 
of  that  kind,  the  resohition  of  the  board  of  directors;  wouMn t  v''" 
have  done  that  ? 

Mr.  Tweedale.  Well,  I  do  not  know  if  this  is  the  fact,  thatthu?is 
being  done,  but  I  say  this  is  the  only  case  of  its  kind  that  I  know  of. 
To  my  estimation  a  document  of  that  kind  you  would  naturally  be- 
lieve would  bind  the  bank  for  the  sum  specified. 

In  other  Avords,  you  would  not,  naturally,  if  you  had  gone  to  * 
bank  here  in  New  York,  and  the  bank  noticed  some  one  engaged  in 
business  that  they  have  established  a  credit  of  so  much  money  fo^ 
their  benefit  during  the  life  of  a  certain  contract,  you  would  RO* 
naturally  go  back  and  examine  the  record  to  find  out  whether  tb* 
man  executing  that  contract,  if  he  had  held  the  position  of  no* 
president  and  cashier,  was  authorized  to  make  that  statement  if  '| 
was  a  first-class  bank  and  a  bank  that  had  a  good  capital  behind  it  an" 
a  recognized  financial  institution. 

Mr.  Kelley.  You  would  not  ask  for  a  copy  of  the  resolution  of 
the  board  of  directors? 

Mr.  Tweedale.  Not  ordinarily;  I  don't  think  so;  not  ordinarily. 

^Ir.  Kelley.  WouM  the  fact  that  this  ci-edit  was  bein^  supplied  by 
a  Washington  bank  which  had  no  business  dealings  with  this  com- 
panv  in  Providence,  or  away  up  in  Connecticut,  put  vou  on  vour guard 
at  ail? 

Mr.  Tweedale.  Well,  there  is  another  angle  to  that :  Here  is  a  bank 
that  we  have  been  doing  business  with. 

Mr.  Kelley.  The  Shipping  Board? 

Mr.  Tweedale.  Yes. 
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dance  of  credit,  and  was  all  right;  that  that  was  the  New  York  end 
of  it  here? 

Mr.  TwEEDALE.  No;  I  didn't  know  it. 

Mr.  Kelley.  Whose  business  is  it  to  take  up  a  question  like  this 
and  find  out  what  is  the  matter  down  there  ? 

Mr.  TwEEDALE.  You  mean  now? 

Mr.  Keli.ey.  Yes. 

Mr.  TwEEDALE.  My  business. 

Mr.  Kelley.  I  dare  sav,  now  that  this  has  come  to  vour  attention. 
you  will  find  out  what  is  the  trouble  about  this  contract? 

Mr.  Tw^EEDALE.  I  will  certainly  look  into  it  and  construe  it  very 
closely  and  see  w4iat  facts  and  figures  have  been  produced  and  what 
the  results  are,  and  see  if  the  account  is  open  and  what  there  is  ii^ 
connection  with  that  contract.  "* 

Mr.  Kelley.  Do  you  know  whether  one  of  those  notes  was  charg^^ 
to  contract  expense,  and  made  by  the  Shipping  Board  ? 

Mr.  TwEEDALE.  No:  I  do  not. 

Mr.  Kelley.  Doesn't  it  strike  you  that  there  has  been  a  singular — ' 
how  long  has  that  been  called  to  your  attention,  a  week? 

Mr.  Tw^EEDALE.  Just  about  a  week. 

Mr.  Kelley.  And  Mr.  Fisher  did  not  know  about  these  things  ^ 
the  time  you  talked  with  him,  did  he? 

Mr.  TwEEDALE.  Well,  Mr.  Fisher  never  told  me  about  the  not^^* 

Mr.  Kelley.  I  don't  think  he  knew  about  them. 

Mr.  TwEEDALE.  I  think,  in  a  general  way,  he  said  he  had  someiH' 
formation  that  somebody  was  signing  a  whole  lot  of  notes,  but  J 
n(»ver  did  <ret  the  coniplet<*  statement  of  it — ^the  facts — ^and  I  don't 
think  Mr.  Fisher  knew  all  about  it  at  the  time. 

Mr.  Kelley.  Here  is  a  report  made  on  the  3(yth  of  Noveml)er,  191S. 
that  T  call  vour  attention  to,  Mr.  Tweedale,  and  I  naturallv  think 
that  this  has  been  in  the  files  in  the  Shipping  Board  a  long  time.  1 
just  ask  you  to  glance  at  this  item,  "Payment  for  expenses"  and^ 
whether  or  not  that  indicates  that  one  of  those  notes  w^as  paid. 

Mr.  Tweedale.  The  item  that  you  refer  to  is  a  $10,000  item  for  jMir- 
tial  payment  for  furnishing  and  guaranteeing  financial  credit  and 
working  capital  ? 

Mr.  Kelley.  What  is  the  date  of  that? 

Mr.  Tweedale.  The  date  of  this  is 

Mr.  Kelley.  September,  1918? 

Mr.  Tweedale.  Just  September,  but  no  year,  apparently. 

Ml-.  Kelley.  If  one  of  those  $10,000  notes  was  paid  in  September, 
101 «,  tliat  might  he  the  one? 

Mr.  Tweedale.  It  is  very  possible  it  might  be. 

Mr.  Kelley.  Is  it  possible  that  the  United  States  Government  is 
paying  notes  of  that  kind,  Mr.  Tweedale? 

Mr.  Tweedale.  No;  so  far  as  I  know,  it  is  not.  We  object  to 
those  kind  of  things  right  straight  through. 

Mr.  Kelley.  This  is  two  years  ago.  That  has  been  paid,  hasn't 
it?     Of  course,  you  didn't  have  an\i:hing  to  do  with  it. 

Mr.  Tweedale.  1  can  not  answer  your  question  from  my  own 
knowledge  l)ecause  I  dcm't  know.  I  suspect,  from  the  way  it  looks, 
it  may  have  l)een  paid. 

Mr.  Kelley.  This  report  indicates  that  it  was  paid,  doesn't  it? 
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Mr.  TwEEDALE.  Yes,  sir.     Maybe  I  ought  not  to  testify  so  directly 

K)iit  something  I  don't  know  anything  about. 

Mr.  Kelley.  Let  us  let  that  go,  Mr.  Tweedale. 

Mr.  Tweedale.  The  statement  is  made  to  me  right  now  that  this 

a  lump-sum  contract. 

Mr.  Kelley.  If  in  the  end  you  might  have  to  settle  with  these  peo- 

e  on  some  other  basis,  that  would  be  a  matter  that  would  come  up 

id  have  to  be  considered  and  be  of  importance? 

Mr.  Tweedale.  If  we  had  to  settle  on  the  cost-plus  basis  it  w^ould 

ake  a  great  deal  of  difference.     If  this  is  a  lump-sum  contract,  if  we 

lid  the  full  amount,  we  would  be  really  through  with  it,  we  do  not 

re  then  what  they  use  their  money  for. 

Mr.  Kelley.  The  company  might  be  in  such  a  financial  condition 

len  you  got  through,  that  there  would  not  be  any  recourse  after 

ving  paid  them? 

Wr.  Tweedale.  That  is  true. 

Mr.  Kelley.  On  what  theory  would  you  give  them  this  in  the  first 

ice.  on  a  himp-sum  contract? 

Vfr.  Tweedale.  If  it  had  happened  to  be  within  a  certain  payment 

lich  was  paid  to  them,  it  would  be  simply  a  payment  on  account 

the  contract,  a  partial  payment. 

VJr.  Kelley.  Payment  on  the  contract? 

Mr.  Tweedale.  Partial  payment  on  account  of  the  contract,  and 

iking  no  difference  where  they  used  the  money  then.     In  other 

•rds,  we  pay  so  much  money,  the  amount  of  the  debt,  and  we  get 

'  ships,  why,  we  are  through,  irrespective  of  where  they  use  the 

^^^}\  whether  they  use  it  for  dinner  parties  or  whatever  they  use 

for. 

*^.  Kelley.  Now,    did  they    complete    these    sliips — vou    don't 

^Ir.  Tw^eedale.  I  don't  know.  I  could  not  answer  that  question. 
*^T,  Kelley.  If  it  is  your  business  to  find  out  about  this  transac- 
i.  these  ships,  this  Downey  contract,  these  four  $10,000  notes,  and 
-re  the  money  went  to,  and  whether  or  not  the  settlement  has  been 
iplete  and  satisfactory,  or  whether  the  Government  has  suffered 
thing  by  reason  of  its  having  paid  anything  in  that  way,  will 
look  into  that,  and  when  you  come  back,  be  prepai'ed  to  go  into 
vhen  you  come  before  us  again,  tell  us  all  about  it? 
Tr.  Tweedale.  I  positively  will. 

[r.  Kelley.  Will  Mr.  New  have  all  the  records  showing  the 
ncial  standing  and  the  reports — all  the  reports  on  this  Provi- 
de Engineering  Co.  ? 

[r.  Tweedale.  He  has  the  complete  file  of  the  Providence  En- 
^erincr  Co.  here,  and  that  should  show  all  the  papers  that  the 
ptrollers  had  in  regard  to  that  transaction, 
r.  Kelley.  It  would  show  all  the  reports  that  were  made  by  any- 
sent  out  from  your  office  in  Washington? 
T.  Tweedale.  tt  should;  yes. 
r.  Kelley.  And  also  from  New  York? 

T.  Tweedale.  It  should  do  so ;  I  have  not  checked  them  over  to 
it  thevTire  there ;  but  that  is  what  it  should  do. 
T.  Kelley.  I  think  Mr.  New  is  the  man  I  want  to  see. 
r.  Tweedale.  I  think  so. 
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The  Chairman.  Mr.  Tweedale,  since  you  have  been  treasurer  or 
<ronenil  comptroller  of  the  Fleet  Corporation  or  Shipping  Botri 
lirtvc  you  heard  any  other  charges  or  allegations  made  against  othff 
officials  of  either  the  Shipping  Board  or  the  Fleet  Corporation,  out- 
side of  this  story  involving  Mr.  Boiling? 

Mr.  Tweedale.  Your  question  was  a  very  broad  one.  That  is.  is 
I  understand  your  question,  to  be  any  employee?  Do  you  mean  any 
employee  ? 

The  Chairman.  Any  official,  I  think  I  said. 

Mr.  Tweedale.  For  instance,  I  had  a  man  who  was  holding  t 

Sosition  in  an  official  capacity  as  deputy  comptroller  in  the  city  of 
orfolk,  and  there  were  charges  against  him,  and  he  was  dismissed 
on  account  of  it. 

The  Chaikman.  What  might  have  l>een  his  name? 

Mr.  Tweedale.  Mr.  "Wood. 

The  CiiAiKMAx.  E.  B.  Wood? 

Mr.  Tweedale.  E.  B.  Wood :  ves,  sir. 

The  Chairman.  Since  you  have  been  either  ti'easurer  or  general 
comptroller  of  the  Fleet  Corporation,  have  you  heard  anv  stories 
containing  charges  or  allegations  against  any  of  the  officials  of  the 
Shipping  Board  or  the  Fleet  Corporation,  whose  offices  are  in 
Washington? 

Mr.  Tweedale.  Xo,  sir;  I  think  not;  none  at  all. 

The  Chairman.  T  understand  that  what  you  did  in  this  matter 
was  to  satisfy  yourself  through  hearing  Mr.  Boiling's  version,  talk- 
ing with  a  re]^resentative  of  the  Department  of  Justice  who  said  he 
had  made  a  thorough  iuA'Cstigation  of  the  matter,  talking  with  a 
representative  of  the  Bureau  of  Investigation  of  the  Shippinir 
Board,  wlio  stated  he  had  investigated  the  matter,  who  stated  that 
Mr.  Boiling  was  not  involved,  that  the  charges  and  allegations  were 
false  and  without  foundation,  and  that  so  far  as  you  know,  you 
knew  Mr.  Boiling  was  an  eminently  proper  person  to  be  designated 
as  your  successor  as  treasurer? 

ill*.  Tweedale.  That  is  absolutely  correct,  and  from  my  association 
with  Mr.  Boiling,  from  the  time  I  have  been  in  the  Fleet  Corpora- 
tion, there  is  no  question  at  all  in  my  mind  that  he  is  a  man  worthy 
of  the  highest  respect,  and  the  fullest  confidence  of  every  one  asso- 
ciated with  him;  and  I  would  feel  perfectly  confident  to  trust  any 
financial  matter  to  his  care,  because  I  know  that  it  would  be  t«ken 
care  of  inst  as  well  as  if  I  would  have  taken  care  of  it  mvself. 

The  Chaikman.  And  if.  upon  the  inve.stigation.  there  wei"e  any 
<loubts  in  vour  mind,  the  fact  that  Mr.  Bollinff  was  related  to  the 
President  my  marriage,  would  not  have  resolved  that  doubt  in  his 
favor? 

Mr.  Tweedale.  Mr.  Chairman.  T  have  been  connected  with  the 
(lovornment  in  various  capacities  for  the  past  27  years,  and  it  has 
been  my  policy  to  pav  no  attention  to  a  man's  politics  or  his  reliffion 
or  his  associations,  ^he  only  thing  that  I  have  tried  to  do  ana  in- 
sisted u]>on  being  done,  is  that  every  man  shall  do  his  work  honestly 
and  well ;  and  it  would  have  made  no  difference  what  pressure  or 
where  it  was  from  or  who  it  was  that  came  to  see  me  about  a  man, 
if  I  believed  he  was  wrong,  I  would  use  my  utmost  endeavors  to  get 
him  out  of  the  job. 
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le  Chairman.  And  the  fact  that  Mr.  Boiling  was  related  by  mar- 
5  to  the  President  did  not  influence  you  or  weigh  with  you  in  any 
;ct  in  coming  to  your  conclusion  that  he  should  be  appointed  as 
successor  as  treasurer  of  the  Fleet  Corporation? 
r.  TwEEDALE.  It  had  no  connection  in  any  way,  sha])e,  or  form. 
le  Chairman.  Now,  you  know  from  anything  that  Mr.  Boiling 
told  you  since  he  has  been  your  successor,  or  of  any  attempts 
e  by  parties  for  their  own  selfish  ends  to  utilize  Mr.  Boiling's 
;ionship  with  the  President,  for  the  purpose  of  having  him  exert 
ence  upon  other  officers  of  the  Shipping  Board  or  Fleet  Corpora- 
?    Has  he  ever  told  you  of  anything  of  that  sort  ? 
r.  TwEEDALE.  No,  sir ;  there  has  never  been  anything  of  that 

[le  Chairman.  He  has  never  asked  you  to  do  anything  for  any- 
j  in  that  way,  has  he  ? 

r.  Tw-EEDALE.  Mr.  Boiling  has  never  asked  me  or  anyone  that  I 
.V  of  to  do  an3i;hing,  ?ind,  as  a  matter  of  fact,  Mr.  Boiling  has  told 
:hat  he  wishes  he  was  a  private  citizen,  so  that  he  would  not  be 
ested  all  the  time  to  do  things  for  other  people.  Evervbody 
is  to  think  because  he  is  in  some  wav  connected  with  the  *Presi- 

that  he  has  a  sort  of  pull  that  will  get  something.  As  a  matter 
act,  Mr.  Boiling  is  conscientious  in  that  he  tries  to  keep  away 
a  those  things,  and  I  have  seen  it  day  after  day  in  the  office,  where 
)le  have  come  to  him  and  he  has  come  out  and  he  has  asked  me  to 
them  out  of  the  way ;  he  would  not  go  back  to  them,  w^ould  not 

to  them. 

he  Chairman.  You  know  of  instances? 
r.  TwEEDALE.  I  know  of  instances. 

he  Chairman.  You  have  lived  in  Washington  quite  a  few  years, 
en't  you,  Mr.  Tweedale? 
[r.  Tweedale.  Yes. 

he  Chairman.  You  were  there  as  comptroller  for  the  District  of 
iimbia  during  the  early  days  of  the  war? 
[r.  Tweedale.  I  was  comptroller  of  the  District  of  Columbia — I 

in  the  comptroller's  office  of  the  District  of  Columbia  back  24 
"S  ago. 
he  Chairman.  From  general  observation,  i)erhaps  you  concluded 

Washington  was  pretty  well  filled  up  with  people  endeavoring 
Bcure  all  sorts  of  contracts  with  the  United  States  Government, 
alone  the  Shipping  Board,  but  other  branches,  and  they  were  not 
rward  in  attempting  to  make  use  of  all  sorts  of  claims. 
r.  Tweedale.  That  is  probably  true.  The  fact  is  that  one  erf  our 
Is  there  during  the  war  was  filled  with  people  that  were  endeavor- 
bo  secure  contracts,  and  who  were  using  all  kinds  of  influence  and 
icements  to  such  a  degree  and  extent  that  the  attention  of  our 
38  department  of  the  District  of  Columbia  was  called  to  it,  and  a 
ough  investigation  was  made  by  the  police  department  as  to 
ther  certain  people  should  be  allowed  to  remain  in  certain  hotels. 
le  Chairman,  oometimes  the  influence  of  a  man's  position  or  his 
ionship  is  used  without  his  knowledge,  isn't  it  ? 
r.  Tweedale.  Oh,  that  is  true,  often. 

16  Chairman.  Did  you  ever  talk  with  Mr.  Sands  about  thia^ 
sactionf 
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Mr.  TwEEDALE.  No ;  I  did  not.  I  knew  Mr.  Sands  in  years  gone 
I  believe  I  had  an  account  in  the  Commercial  National  Bank  ma 
10  years  ago,  and  I  knew  him  as  the  cashier  of  that  bank,  a  t 
prominent  financier,  and  I  had  a  very  great  respect  for  him  at  1 
time,  but  I  have  not  met  Mr.  Sands  since  I  have  been  with 
i^nipping  Board  and  a  number  of  years  before  I  came  with  the  boi 

The  Chairman.  You  know  of  any  instances  where  anybody  has 
ceived  commissions  for  securing  a  contract  with  the  Shipping  Boa 

Mr.  TwEEDALE.  No,  sir ;  I  assure  you  that  if  I  did,  the  Departu 
of  Justice  would  know  it  the  next  clay. 

Mr.  Kelley.  In  1918,.  at  the  time  this  contract  was  let,  the  si 
tion  was  not  quite  so  bad,  was  it,  as  to  pressure  at  Washington: 
is,  in  March,  1918? 

Mr.  T\VEEDALE.  In  March;  no. 

Mr.  Kelley.  The  department  of  shipping,  or  the  board,  tha 
the  Shipping  Board  and  the  Fleet  Corporation,  had  been  gc 
pretty  well  organized  then,  and  there  was  »ot  much  occasion? 

Mr.  TwEEDALE.  Well,  they  were  going  at  rather  high  pre^ui 
that  time  in  Washington,  in  1918. 

Mr.  Kelley.  Still,  all  the  rules  of  practice  were  pretty  well  wo 
out  as  to  the  letting  of  contracts? 

Mr.  TwEEDAiJB.  Yes ;  I  should  say  the  policies  had  been  establi 
and  the  methods  established ;  I  should  say  that  that  was  so. 

Mr.  Kelley.  Taking  it  all  in  all,  as  the  information  has  con 
you  now,  Mr.  Tweedale,  don't  you  think  that  this  is  rather  o 
unusual  phase,  or  rather  an  unusual  instance,  the  whole  matter 
reference  to  the  notes,  and  this  way  of  getting  credit,  and  the 
of  accepting  the  credit  and  notification  of  the  credit? 

Mr.  Tweedale.  I  hate  to  put  myself  back  into  the  position  at 
time,  Avithout  knowing  what  the  surrounding  circumstances  wer<: 

Mr.  Keli^.y.  I  say,  take  it  as  you  see  it  to-day. 

Mr.  Tweedale.  It  would  not  go  through  to-day.  Not  if  I  kne 
it.  But  I  think  Mr.  New  may  be  able  to  throw  some  light  on 
particular  situation,  as  of  that  time. 

Mr.  Kelley.  No  doubt  he  can. 

Mr.  Tweedale.  Because  he  was  there,  and  has  been  right  str 
along. 

Mr.  Kelley.  You  will  have  Mr.  Tweedale  here  again  on 
matters,  won't  you,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Tweedale.  I  would  like  to  start  out  and  tell  vou  a 
right^now. 

The  Chairman.  The  committee  will  take  a  recess  until  7.45 

(Thereupon  at  6  o'clock  p.  m.  a  recess  was  taken  until  7.45  p 

AFTER   RECESS. 

The  Chairman.  The  committee  will  resume.    Mr.  Sisler, 

TESTIMONY  OF  MB.  LESTER  SISLER. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  please? 
Mr.  SisLER.  Lester  Sisler, 
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rhe  Chairman.  Where  do  you  reside,  Mr.  Sisler  ? 

Mr.  Sisler.  96  Neptune  Avenue,  New  Rochelle,  N.  Y. 

the  Chairman.  Were  you  formerly  secretary  of  the  United  States 

Spping  Board  ? 

Mr.  Sisler.  Yes,  sir. 

Whe  Chairman.  How  long  were  you  secretary  of  that  organiza- 

mi 

Mr.  SisiJJi.  From  July  1, 1917,  until  the  latter  part  of  March,  1919. 
The  Chairman.  I  hand  you  a  letter  bearing  your  signature,  and 
k  if  that  is  a  letter  you  sent  to  me  as  chairman  of  the  committee  ? 
Mr.  Sisler.  It  is,' sir. 
The  Chairman.  The  letter  reads  as  follows : 

New  York,  November  22,  1920. 
M.  Joseph  Wai-sh, 
Chairman  House  Committee 

Investigating  United  States  Shipping  Board, 

Federal  Post  OtJtce,  Park  Place,  New  York  City. 

Deab  Sib:  In  view  of  the  allegations  made  by  Tucker  K.  Sands  to  your 
Bimittee  investigating  Shipping  Board  affairs,  accusing  me  of  collusion  in 
raring  certain  contracts  for  the  Downey  Shipbuilding  Corporation,  I  respect- 
lly  request  that  the  earliest  possible  opportunity  be  given  me  to  appear  before 
or  committee  to  enable  me  to  testify  in  complete  refutation  thereof. 
[  may  add  that  I  was  n^ver  concerned  in  the  remotest  manner  directly  or 
lirectly,  in  negotiating  shipbuilding  or  any  other  contract  with  the  Shipping 
ard,  either  for  the  Downey  or  any  other  corporation ;  my  duties,  functions, 
1  powers  as  secretary  of  the  board  being  limited  to  their  official  attestation 
1  record*  after  same  had  been  awarded. 

[n  view  of  the  publicity  that  has  been  given  to  this  testimony,  I  am  handing 
the  press,  a  copy  of  this  application  to  be  heard  before  your  committee  in  my 
idicatlon,  and  which  I  am  confident  It  will  promptly  grant. 
Yours,  very  truly, 

Lesteb  Sisler. 

rhe  Chairman.  When  were  you  made  secretary,  Mr.  Sisler? 

Mr.  Sisler.  July  1, 1917. 

The  Chairman.  AVho  apnointed  you? 

Mr.  Sisler.  The  board;  No;  I  should  correct  that;  T  was  actin<j: 

retary  July  1,  1917,  and  served  as  acting  secretary  of  the  board 

til  Octoberof  the  same  year.     In  the  meanwhile  I  had  been  elected, 

ring  the  incumbency  o^  Mr.  Hurley  and  Admiral  Capps,  as  sec- 

ary  of  the  Fleet  Corporation. 

The  Chairman.  You  were  secretary  of  the  Fleet  Corporation  and 

ing  secretary  of  the  Shipping  Board? 

\lr.  Sisler.  That  is  correct,  sir. 

rhe  CHAiRMAi}-.  Were  you  sworn  in  as  acting  secretary? 

rfr.  Sisler.  I  was,  with  the  title  of  assistant  secretary. 

lie  Chairman.  Were  you  sworn  in  as  secretary  of  the  Fleet  Cor- 

ation  ? 

fr.  Sisler.  Yes,  sir. 

'he  Chairman.  How  long  did  you  stay  with  either? 

[r.  Sisler.  I  stayed  in  both  capacities  up  until  the  incumbency  of 
Schwab. 

'he  Chairman.  When  was  that  ? 

[r.  Sisler.  Th&t  was  about  June  or  July,  1918. 

lie  Chairman.  June  or  July  of  1918? 

r.  Sisler.  When  the  Fleet  Coriwration  moved  to  Philadelphia- 
is,  the  construction  de]>artment— I  retained  the  office  as  secre- 
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tarv  of  the  board,  and  a  new  secretary  was  appointed  for  the 
Corporation,  who  had  his  office  in  Philadelphia. 

The  Chairman.  AVho  was  appointed  secretary  of  the  Fleet  Ob-] 
poration  ? 

Mr.  81SI.ER.  Mr.  Stephen  Bourne. 

The  CiiAiiJMAN.  And  how  long  did  you  continue  as  assistant 
retary  of  tlie  Shipping  Board?  * 

Mi-.  Sisi.ek.  I  continued  as  assistant  secretary  of  the  Sliippinrj 
Board  from  the  date  of  my  appointment  until  Octol>er,  1917,  whenl] 
was  elected  secretary  of  the  board. 

The  Chairman.  And  how  long  did  you  continue  as  secretary! 

Mr.  SisLER.  1  continued  in  that  capacity  until  my  resignation, 
which  was  in  the  latter  part  of  March^  1919. 

The  Chairman.  Was  your  resignation  asked  for? 

Mr.  Sisl?:r.  It  was  not. 

The  Chairman.  What  was  your  business  or  occupation  prior  to 
going  with  the  Shipping  Board? 

Mr.  SisLER.  Chief  clerk  of  the  Interstate  Commerce  CommissioD. 

The  Chairman.  How  long  had  you  held  that  position? 

Mr.  SisLER.  From,  I  think,  December,  1913,  until  my  appointment 
with  the  Shipping  Board.  ^ 

The  (Chairman.  What  business  are  you  in  now? 

Mr.  SisLER.  I  am  in  the  lumber  and  coal  business. 

The  Chairman.  On  your  own  account  or  in  some  firm? 

Mr.  SisLEii.  Well,  I  have  an  interest  in  both  concerns. 

The  Chairman.  What  concerns? 

Mr.  Sisi^:r.  The  Newfoundland  Cooperage  Corporation,  which  is 
organized  under  the  laws  of  NewfouncuanaT  I  am  vice  president  of 
that  company.  I  am  assistant  secretary  of  the  United  States  Hi^ 
S])eed  Steel  &  Tool  Corporation. 

The  ('iiAiRMAN.  Under  the  laws  of  what  State  is  that  organized! 

ilr.  Sisi.ER.  New  York. 

The  Chairman.  Its  head  office  is  here? 

Mr.  SisLER.  489  Fifth  Avenue. 

The  Chairman.  Did  you  have  anything  to  do  with  the  awardint 
of  contracts  while  you  were  acting  secretary  of  tlie  Shipping  Board 
or  s(»cretaiy  of  the  Fleet  Corporation? 

Mr.  SisLEK.  Not  with  their  actual  award;  no,  sir.  My  only  fuiK- 
tion,  perliai>s,  in  the  early  part  of  the  tenure  of  my  office 'was  to 
)resent  matters  to  the  board  that  mi^ht  of  necessity  have  to  be 
nought  before  the  hoard  for  final  decision,  in  the  event  of  a  contro- 
versy over  the  contract,  and  that  was  merely  perfunctory  in  the  fact 
tliat  niy  office  prepared  the  dockets  for  presentation  to  the  board. 

The  Chairman.  Were  you  consulted  with  reference  to  the  award 
of  contracts  before  thev  were  made? 

■ 

Mr.  SisLEK.  By  the  board? 

The  Chairman.  Yes. 

Mr.  SisLER.  No,  sir. 

The  Chairman.  Were  von  consulted  bv  anvl)odv  with  reference  to 
the  contracts  being  awarded  before  the  actual  award  was  made? 

Mr.  SisLER.  If  yon  mean  those  seeking  contracts  came  to  my  office 
in  an  attenii)t  to  see  me.  yes:  dozens  of  people:  in  fact,  they  sought 
each  and  eveiv  nKiiiber  of  th(»  l>oard,  and  every  official  of  the  Flwt 
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rporation,  and  if  they  could  not  get  satisfactioii_^they  usually  found 

sir  way  to  my  office. 

Hie  Chaibman.  What  was  it  they  were  after  you  for;  information? 

Mr.  SiSLEB.  Every  conceivable  matter  that  might  arise  in  connec- 

•m  with  the  contract,  whether  it  had  been  awarded,  whether  it  had 

en  attested,  or  whether  it  had  been  signed. 

Ihe  Chairman.  Just  information  as  to  the  status  of  the  matter  ? 

Sir.  SiSLER.  That  was  usually  the  nature  of  their  inquiries. 

The  Chairman.  Were  you  ever  besought  by  people  to  use  your  in- 

Lence  to  secure  a  contract  ? 

Mr.  SiSLER.  I  would  not  say  that  they  besought  my  influence,  but 

was  consulted,  I  should  say,  practically  every  day  while  I  was 
cretary  of  the  Fleet  Corporation,  particularly,  as  to  pending  con- 
tacts and  those  who  were  seeking  contracts;  that  usually  the  office 
«s  so  scattered — we  were  in  as  high  as  23  buildings  at  one  time  in 
Washington — ^that  they  usually  could  not  find  the  right  office.  My 
Eke  was  a  general  clearing  house,  and  they  usually  came  there,  often- 
imes  not  seeing  me,  because  I  would  be  with  the  board,  in  conference. 

The  Chairman.  But  did  anvbodv  seeking  ccmtracts  confer  with 
<ra  and  ask  you  to  help  them  get  a  (*ontract  ? 

Mr.  SiSLER.  Well,  I  would  say  in  substance  that  that  would  be 
We.  If  they  could  not  get  a  contract  and  had  appealed  to  all  those 
B  authority,  they  would  not  leave  Washington  unless  they,  as  a 
■St  resort,  i>erhaps,  came  down  to  my  office  and  left  a  record  there 
'or  me  to  present  to  the  board  as  to  decision  by  the  board  as  to  why 
key  could  get  no  contracts,  it  being  my  function  to  present  to  the 
•otrd  any  and  all  complaints.  Innumerable  instances  occurred  where 
arsons  seeking  contracts  were  not  awarded  the  same,  and  they  would 
sually  file  a  petition  or  come  to  see  me  personally  and  ask  me  to  inter- 
5He  with  the  board  in  presenting  their  case. 
The  Chairman.  Did  they  offer  to  pay  you  for  those  services? 

Mr.  SiSLER.  Not  to  my  recollection,  sir. 

The  Chairman.  Did  you  ever  receive  any  pay  or  any  commission 

*  any  gift  or  bonus  for  assisting  people  to  get  contracts? 

Mr.  SiSLER.  No,  sir ;  I  have  not. 

The  Chairman.  Do  you  know  Mr.  Tu(*ker  K.  Sands? 

Mr.  SisLER.  Yes,  sir. 

Tlie  Chairman.  How  long  have  vou  known  him  ? 

Mr.  SiSLER.  Well,  I  have  lived  in  Washington  up  until  the  time 

severed  my  relations  with  the  Shipping  Board,  all  my  life,  and  T 
new  Mr.  Sands  casually  as  cashier  of  the  Commercial  Bank  for — 
h,  years  prior  to  my  going  with  the  Shipping  Board.  I  tliink  I 
ad  an  account  at  his  bank  at  the  time,  and  I  knew  him  onlv  casuallv. 

reallv  could  not  say  that  I  was  well  acquainted  with  Mr.  hands  until 
fter  i  had  gone  with  the  Shipping  Board. 

The  Chairman.  You  say  that  you  did  not  become  well  accpiainted 
rith  him  until  after  you  had  gone  with  the  Shipping  Board.  Why 
ras  that  ? 

Mr.  SisiJ':r.  I  had  no  occasion  to  seek  an  accjuaintance  with  him, 
ther  than  a  casual  one,  up  until  the  time  I  organized  a  san<l  and 
ravel  company,  under  the  laws  of  Delaware. 

The  Chairman.  That  was  after  you  went  to  the  Shipping  Board? 

Mr.  SiSLER.  That  was  after  I  hall  gone  to  the  Shipping  Board. 
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The  Chairman.  Did  your  going  to  the  Shipping  Board  have  any- 
thing to  do  with  yonr  organizing  this  company^ 

Mr.  SisLKR.  None  wliatever.     It  was  a  private  endeavor  solely. 

The  Chairman.  Is  that  concern  still  in  existence? 

Air.  SisLER.  It  is. 

The  Chairman.  Ai*e  you  still  interested  in  it? 

Mr.  Sisi.KR.  I  have  not  been  interested  in  it  for  approximately i| 
yeji  r. 

The  Chairman.  When  was  this  firm,  partnership,  or  coq)onitiQa 
organized  or  formed  i 

Afr.  SisLKR.  It  was  a  coq)oration  entitled  "Washington  Sandi: 
(travel  Co./'  organized  under  the  laws  of  Delaware  in  the  early  put] 
of  1918. 

The  Chaikman.  Where  was  its  plant? 

Mr.  SisLKR.  Bladensburg,  Md. 

The  (^hairman.  And  what  was  it  engaged  in  doing? 

Mr.  SisLKR.  Sand  and  gravel,  solely. 

The  Chairman.  You  had  a  sand  and  gravel  pit,  or  whatever  yoo 
call  it:  a  i)lace  there? 

Mr.  SisLKR.  A  sand  and  gravel  plant,  from  which  we  used  electric 
power  to  i)ump  our  sand  and  gravel  directly  from  the  sti^eam— i 
brancji  of  the  Potomac  Kiver. 

The  Chairman.  And  who  were  your  customers? 

Mr.  SisLKR.  Merchants  throughout  Washington.  The  State  of 
Maryland,  through  its'roads,  and  various  public  utilities,  the  electric 
com})anies  in  Washington,  contractors  in  Washington  and  Maryland: 
I)ra('tically  a  local  consumption  in  Maryland  and  in  the  District  of 
Columbia. 

The  Chairman.  Did  the  United  States  (lovernnient  purchase  any 
of  it? 

Mr.  SisLKR.  Not  to  mv  recollection,  unless  it  was  the  Washington 
Navy  Vaicl  may  have  gotten  some  few  loads  of  sand-blast. 

The  Chairman.  Who  was  the  president  of  this  corporation? 

Mr.  SisLKR.  Mr.  C.  L.  (iray. 

The  C  H  A I R  M  A  N.  Were  you  an  officer  ? 

Mr.  SisLKR.  1  was  a  director. 

The  Chairman.  IIow  did  Mr.  Sands  come  to  be  connected  with  this 
comj)any? 

MV,  SisLER.  When  1  first  organized  the  company,  or  had  thought  of 
organizing  it,  I  naturally  had  to  take  into  consideration  m  thefirjt 
instance  the  raising  of  the  requisite  capital,  the  estimates  f rom  enp- 
neersthat  1  had  emi)loye(l  claiming  that  it  would  take  something  lib 
$20,000  to  i)ut  the  i)lant  in  operation.  Before  taking  it  up,  therefore, 
I  had  in  mind  certain  banks  in  Washington,  and  consulted  several  ot 
mv  friends  in  various  l)anks.  one  of  which  was  Mr.  Sands. 

Before  going  to  Mr.  Sands  I  had  asked  Mr.  Boiling,  who  was  then 
assist  ant  trrasu/er  of  the  Fleet  C(;r])orati(m,  whether  or  not  he  wouw 
go  in.  and  if  so,  through  his  friendship  with  Mr.  Sands,  whether  or 
not  he  could  also  interest  him  in  the  company.  That  led  to  a  series 
of  conferences  with  Mr.  Sands,  leading  to  the  company,  or  the  three 
individuals  in  the  company,  borrowing  $r)/)00,  Mr.  Sands  having 
previously  agreed  verbally  with  me  that  he  would  finance  the  com- 
panv  and  take  a  (luarter  interest  in  it,  and  for  that  quarter  interest 
WHS  to  have  j)laced  to  the  credW  oi  \\\^  eovcvv^uy  $25,000. 
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Wlien  I  went'  ahead  on  that  theory,  assuming  that  the  money 
mid  h^  forthcoming,  and  called  on  ilr.  Sands  for  the  money,  he 
ited  that  he  was  pressed  otherwise,  and  could  not  put  the  $2*5,000 

it.  I  explained  to  him  the  embarrassing  position  it  left  me  in, 
iving  incurred  some  $6,000  or  $8,000  in  the  purchase  of  machinery 
id  the  erection  of  the  plant,  and  he  subsequently  agreed  to  loan 
e,  or  loan  the  company,  $5,000.  * 

The  Chairman.  Did  he  go  into  the  company,  too  ? 

Mr.  SiSLER.  No;  I  would  not  say  that  he  went  in  it.  I  had  hoped 
nd  considered  him  in  it  for  a  couple  of  months,  until  I  finally  got 
i  decision  that  he  could  not  carry  out  his  original  intention  of 
Dinijng  me,  that  he  had  investigated  the  company  or  the  possibilities 
f  the  sand  and  gravel  business,  and  was  not  satisfied  that  it  would 
e  lucrative  enough  to  warrant  him  putting  up  $25,000. 

The -Chairman.  So  you  did  not  issue  him  any  stock? 

Mr.  SisiiER.  No. 

The  Chairman.  Who  did  comprise  the  company  ? 

Mr.  SiSLER.  Mr.  C.  L.  Gray  held  one-fourth  of  the  stock  of  the 

mpany,  Mr.  H.  D.  Mepham  one-fourth,  and  Mrs.  Sisler  and  my- 

If  the  balance.    In  other  words,  we  hald  51  per  cent  of  the  stock 

the  company  between  us ;  I  controlled  the  company. 
The  Chairman.  Was  Mr.  Boiling  interested  in  the  company? 
Mr.  Sisler.  He  was  not.    I  had  endeavored  to  induce  Mr.  Boiling 

join  the  company,  but  needing  money  and  he  not  having  it  to  in- 
?st  at  the  time,  why,  he  did  not  go  in. 

The  Chairman.  Did  you  confer  with  Mr.  Sands  on  this  matter? 

Mr.  Sisler.  Quite  frequently. 

The  Chairman.  Quite  frequently.  Where  would  you  see  him 
bout  this? 

Mr.  Sisler.  On  most  occasions  in  his  bank,  which  was  then  located 
t  Fourteenth  and  F  Streets ;  on  several  occasions  in  his  rooms  at  the 
nilard  hotel,  after  hours. 

The  Chairman.  Did  you  ever  see  Mr.  Boiling  there? 

Mr.  Sisu.R.  I  met  Mr.  Boiling  once  or  twice  at  Mr.  Sands's  office, 

e  first  instance  being  at  my  request.    I  had  Mr.  Boiling  come  down, 

tJie  hopes  that  he  might  influence  Mr.  Sands  to  join  me  in  the 
mpany,  or  if  not,  to  help  finance  the  company,  he  having  told  me 
eviously  that  he  could  not  go  into  it  himself. 
The  Chairman.  Mr.  Boiling? 
Mr.  Sisler.  Mr.  Boiling. 

The  Chairman.  When  was  the  first  time  you  ever  saw  Mr.  Boiling 
Mr.  Sands's  apartment  in  the  Willard? 

Mr.  Sisler.  It  was  during  the  period  of  my  negotiating  a  loan  for 
e  company.    I  take  it  that  was  perhaps  in  April,  1918,  on  or  about 

<it  date. 

The  Chairman.  When  was  the  next  time  you  saw  him  there? 

Mr.  Sisler.  Mr.  Boiling? 

The  Chairman.  Yes;  in  Mr.  Sands's  apartment  at  the  Willard? 

Mr.  Sisler.  I  do  not  recall  the  exact  <late,  Mr.  Walsh.    T  should 

y,  perhaps,  it  was,  maybe  several  weeks,  or  maybe  a  month  after- 

irds. 

The  Chairman.  May,  perhaps? 

Mr.  Sisler.  Perhaps. 

The  Chairman.  Could  it  have  been  later  than  that,  do  you  think? 
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Mr.  SisLKK.  Well,  that  is  possible  also.    I  only  have  the  riwl 
tion  of  those  two  o(.'cusions.  and  I  could  not  be  specitic  as  to  the  lai 
date. 

The  Chairman.  On  the  later  date,  was  he  there  at  your  request! 

Mr.  SisLER.  That  I  do  not  remember.    It  is  possible. 

The  Chahjman.  While  he  was  there  the  second  time  were 
still  endeavorintj:  to  interest  Mr.  Sands? 

Mr.  SisLKR.  I  was. 

The  Chahjman.  In  the  sand  and  gravel  company? 

Mr.  SrsLER.  Yes,  sir. 

The  ( jiAHiMAN.  And  did  ^-ou  discuss  it  with  him? 

Mr.  Sisi.KR.  I  very  seldom  saw  Mr.  Sands  without  discussing  i 
l)ecau>e  we  were  short  of  finances  for  the  company,  and  I  wasrt 
deavorin^r  to  <ret  the  necessary  finances  from  him  or  anyone  eljievb 
could  make  possible  the  necessary  capital. 

The  Chairman.  Did  Mr.  Boiling  participate  in  the  discussicfl 
upon  the  second  occasion  on  which  you  saw  him  there? 

Mr.  SisLKR.  That  I  do  not  recall.  It  is  possible  that  he  may  htti 
stated  to  Mr.  Sands  that  the  sand  business  was  a  profitable  one.  Iwl 
I  am  not  certain  of  that. 

The  CuAHJMAN.  Do  you  know  Mr.  John  Cranor? 

Mr.  Sisli:r.  I  met  Afr.  John  Cranor  in  the  Willard  Hotel.  I  think 
it  was,  throu<rh  Mr.  Sands  on  one  occasion. 

The  (^iiAiinrAN.  AVhen? 

Mr.  Smij'.R.  That  was  about  the  time  I  was  attempting  to  finan« 
the  sand  company,  I  imagine  that  may  have  been  in  the  month  of 
May,  1918. 

The  (^iiATRMAN.  In  Mr.  Sands's  apartment? 

Mr.  SisLKR.  That  I  do  not  know,  whether  it  was  in  the  lobby  or  in 
his  apartment.    It  is  possible  it  may  have  been  in  his  apartment. 

The  CiiAiKMAN.  On  what  floor  was  Mr.  Sands's  apartment  in  the 
Willard? 

Mr.  SisLKij.  Well,  I  would  call  it  the  second  floor.  It  is  sort  of 
a  mezzanine  balcony,  where  he  had  his  suite. 

The  CnAiuMAN.  Do  you  remember  how  many  rooms  he  hadf 

ilr.  SisLKR.  Well,  I  never  inyaded  his  apartment  further  than  his 
livin*^  room,  but  I  ima^jrine  he  had  a  suite  of  several  i-ooms. 

The  CiiAiKMAN.  AVhen  you  were  there  upon  these  two  owasioM 
that  you  saw  Mr.  Boiling  there,  were  there  other  people  there  also! 

Mr.  Sisi.KK.  I  am  rather  inclined  to  think  there  were,  l)ecau?e  1 
do  not  believe  I  was  ever  in  Mr.  Sands's  apartment  unless  soAieone 
else  Avas  [)res(uit — either  his  wife  or  daughter;  or  there  was  usually 
a  coterie  of  peoi)le  around  the  hotel  there  who,  apparently,  were 
more  (u*  l(»ss  interested  in  various  enterprises  with  Mr.  SamU 

The  Chairman.  He  was  apparently  transacting  business  thereat 
his  hotel  apartment? 

Mr.  SiM.KR.  1  took  it  that  he  was,  othei*wise  I  would  not  have 
intruded  on  his  apartment  after  office  houi"S,  if  I  had  not  thoughts©. 

The  Chairman.  Did  you  ti-y  to  interest  Mr.  Cranor  in  this  sand 
and  gravel  company? 

Mr.  SisLKR.  1  only  met  Mr.  Cranor  at  that  time,  on  the  one  occa- 
sion and  I  did  not  know  the  man — knew  nothing  about  him;  I  did  pot 
speak  to  him  on  that  occasion,  or  any  other  occasion  since,  lookinj 
to  his  interest  in  the  comY)ai\y, 
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The  Chairman.  Well,  what  do  you  mean;  you  were  just  intro- 
sed  to  him,  just  casually  chatted  with  him,  and  that  is  all  that 
k  place  at  that-  time  ? 

tfr.  SiSLER.  I  do  not  recall,  Mr.  Walsh,  at  this  time  what  the  dis- 
sion  was  about.  Mr.  Sands  had  a  faculty,  when  he  had  his  friends 
)ut — I  would  meet  him  quite  frequently  in  the  alley  of  the  Wil- 
d  Hotel,  and  he  would  stop  and  introduce  me  to  people,  and 
jally  gave  my  title  as  secretary  of  the  Shipping  Board.  I  do 
t  know  what  the  object  of  it  was,  other  than  the  fact  that  he 
uld  impress  the«e  people  that  he  was  very  well  acquainted  with 
.    That,  however,  was  a  practice  indulged  in  hy  almost  every  one 

0  knew  me,  so  I  do  not  hold  anv  lunbrage  against  Mr.  Sancfs  for 
t. 

^'he  Chairman.  People  who  knew  you  and  introduced  you  to  their 

5nds  would  usualy  give  you  your  title  ? 

fr.  SiSLER.  Usually  lay  emphasis  on  that^  yes. 

?he  Chairman.  They  may  have  desired  to  create  the  mipression 

t  they  had  the  honor  of  the  acquaintance  of  the  secretary  of  the 

ipping  Board,  or  they  may  have  desired  to  have  their  friends  meet 

1  as  secretary  of  the  Shipping  Board? 

tfr.  SiSLER.  Both  of  which  is  more  than  probable.  , 

The  Chairman.  Yes.    Now,  do  you  Icnow  Mr.  Wallace  Downey  ? 
Jr.  SiSLER.  I  do  not  recall  ever  having  met  Mr.  Downey.    It  is  pos- 
le  that  he,  like  others,  may  have  come  to  my  office  while  secretary 
the  board,  but  I  have  no  recollection  whatever  of  ever  having  met 
5  gentleman. 

The  Chairman.  Who  was  chairman  of  the  board  when  you  first 
nt  there? 

Vir.  SisiiER.  Mr.  Denman. 

The  Chairman.  Did  you  ever  have  any  controversy  with  him 
>ut  Shipping  Board  matters? 

ilr.  SiSLER.  None  whatever.    Mr.  Denman's  incumbency  in  office 
s  only  a  little  over — practically  a  month,  while  I  was  there. 
The  Chairman.  Did  you  ever  have  any  controversy  with  any  othei 
mber  of  the  Shipping  Board  while  you  were  there  ? 
►fr.  SiSLER.  Well,  if  you  mean  traveling  over  troublesome  waters, 
ly ;  50  times  a  day. 

lie  Chairman.  With  respect  to  Shipping  Board  matters  and  the 
Y  business  was  goin^? 
ir.  SisLER.  That  is  it,  sir. 

''he  Chairman.  Have  you  ever  seen  a  photostat  copy  of  this  state- 
it  prepared  in  affidavit  form,  by  Mr.  Sands,  which  he  subse- 
ntly  declined  to  sign,  involving  vou  and  Mr.  Boiling  in  the  pay- 
it  of  a  commission  of  $40,000  by  !Mr.  Wallace  Downey? 
Ir.  SiSLER.  I  have  not,  only  from  the  other  end  of  this  table.    I 
e  never  had  occasion  to— — 
[Tie  Chairman.  You  have  never  examined  it  ? 
fr.  SiSLER.  I  have  never  been  shown  it. 
"he  Chairman.  When  first  did  you  know  there  was  such  a  photo- 

; copy? 

Ir.  oiSLER.  I  did  not  know  that  it  was  a  photostat  copy,  but  I  was 

I  by  Mr.  Fisher  aiid  Mr.  Richardson  just  prior  to  your  coimnittee 

ling  to  New  York,  I  take  it,  that  there  was  such  a  paper  in 

lence. 
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Tlie  CiiAiuMAX.  Did  Mr.  Meehan  ever  come  to  see  you  about  thatl 

Mr.  SisLKR.  He  did  not. 

The  Chairman.  Did  Mr.  Huston  Thompson  come  to  see  you? 

Mr.  SisLER.  No,  sir. 

Tlie  Chairman.  Ahout  the  contents  of  this  paper,  or  about 
matter  which  I  spoke  of,  the  $40,000  payment? 

Mr.  SisLER.  No  one  from  the  Department  of  Justice  or  the  SI 
l)in«r  lioard  either,  have  ever  interviewed  me  re<rsirdin<r  this  mi 

The  Chairman.  Did  anybody  else  besides  Mr.  Fislier  speak  to  yoij 
about  it,  tliat  you  know  of? 

Mr.  SisLER.  Othyr  than  Mr.  Richardson. 

Tfie  Chahiman.  Other  than  Mr.  Richardson? 

Mr.  SisLER.  He  accomjianied  Mr.  Fifeher  the  day  they  called  (ij 

me,  and  Mr.  one  of  your  assistants,  I  l)elieve  a  Mr.  ifaxvelU 

called  at  my  office  one  day  and  asked  me  w*hether  or  not  I  hadbe«! 
interviewed  by  anyone  recently  from  the  Shipping  Board. 

The  Chairman.  There  are  four  typewritten  pa^es  of  this.  Mt| 
Sisler.  I  would  be  very  ^lad  if  you  wouhl  read  it  over  before  I  lii 
you  the  next  question  about  it. 

Mr.  Sisler.  Yes,  sir.     [Reads  photostatic  copy."! 

Tha  Chahiman.  Did  you  evei*  have  a  conference  with  Mr.  Sands, 
Mr.  Cranor,  and  Mr.  Boiling,  in  Mr.  Sands's  apartment  in  the  Willard 
Hotel,  in  his  office  in  the  bank  or  anywhere  else,  with  reference  to  the 
placiu<r  of  a  contract  with  the  Shipping  Board  for  the  Downey 
Shipbuilding  Corporation  or  the  Providence  En<rineerinp  Corpora- 
tion, at  which  confeience  it  was  a<rreed  between  you  that  a  commui- 
sion  or  the  sum  of  $40,000  should  be  divided  amount  you? 

Mr.  SrsLER.  I  had  no  such  conference. 

Tbe  Chauoian.  Did  Mr.  Sands  ever  ask  you  to  use  your  influence 
with  the  Board  so  that  the  Providence  En^neering  Corporation 
could  secure  a  contract? 

Mr.  Sisler.  I  have  no  recollection  of  it,  if  he  ever  did.  I  am 
practically  ceitain  that  he  did  not.  else  T  would  have  I'emenibered it 

The  Chau^man.  Well,  did  vou  intercede  with  anv  member  of  the 
Ship|)in^  Board  or  the  Fleet  Corporation  or  any  oflficial  hanngto 
do  with  recommending  or  awarding  contracts? 

Mr.  Sisi.EK.  Xo,  sir;  T  did  not. 

The  Chairman.  In  liehalf  of  the  Providence  Engineerinp  Cor- 
poration ? 

Mr.  Stsleh.  In  no  instance. 

Tbo  Chahiman.  Did  Mr.  Bollinp  ever  ask  you  to  help  the  Provi- 
dence En^ineerin^r  Corporation  get  a  contract? 

Mi\  Sisler.  Xot  to  mv  recollection,  sir. 

The  CHAnjMAN.  Did  Mr.  Cranor  ever  ask  you? 

Mr.  SrsLER.  Xo,  sir. 

The  Chairman.  Did  Mr.  Downey  ever  ask  you  that? 

Mr.  Sisler.  Xo  ;  for  the  reason  tliat  I  never  recall  having  met  Mr. 
Downey. 

The  Chairman.  Well,  have  you  had  any  difficulty  or  controversy 
with  ^Ir.  Tucker  K.  Sands? 

Mr.  Sisler.  Yes;  I  should  say  I  have  had  difficulty  with  hfm, par- 
ticularly in  tbe  last — growing  out  of  my  relation  with  him  as  a 
result  of  the  investigation  of  your  committee  during  the  past  two 
weeks.    I  have  not  seen  Mr.  Sands  smee^  iVv^  \%lt«r  ^art  of  1918. 
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The  Chairman.  Prior  to  this  investigation  had  j^ou  had  any  con- 
•oversy  or  difficulty  with  him? 

Mr.  SisuER.  Mr.  Sands  came  to  me  on  or  about  the  time  of  his 
idictment  for  some  infringement  of  the  Federal  banking  laws,  and 
aked  me  to  intercede  with  Mr.  Boiling,  or  any  other  friend  that  I 
lay  have  had,  to  quash  his  indictment.  Mrs.  Sands  on  numerous 
ecasions,  when  I  would  meet  her  perhaps  on  the  street  or  in  the 
^1,  likewise  besought  me. 

The  Chairman.  They  besought  you  to  do  what  ? 
Mr.  SisLER.  To  exert  nay  influence  with  either  Mr.  Boiling  or  some 
ther  of  mj  friends,  if  I  had  any  with  influence,  to  assist  him  in 
Hashing  his  difficulties  with  the  Department  of  Justice. 
The  Chairman.  Did  you  do  it? 

Mr.  SiSDER.  I  did  not.    I  spoke  to  Mr.  Boiling  about  it.    I  had 
'  clear  recollection  of  what  the  violations  of  the  banking  laws  were, 
t  Mr.  Sands  having  accommodated  me  financially  in  the  bank, 
rsonally,  I  spoke  to  Mr.  Boiling  and  asked  him  if  it  was  something 
Bit  he  might  legitimately  do  for  Mr.  Sands;  that  I  thought  he 
>uld  confer  a  favor  on  him  as  well  as  myself  if  ho  would  do  it. 
The  Chairman.  When  was  it  you  asked  him  this? 
Mr.  SisLER.  I  should  say  in  September,  1918. 
The  Chairman.  September,  1918? 

Mr.  SisLER.  On  or  about  the  latter  part  of  September,  I  take  it. 
The  Chairman.  Well,  did  you  ever  ask  any  other  of  your  friends 
help  him? 

Mr.  SiSLER.  No ;  I  did  not.    Mr.  Boiling,  when  I  spoke  to  him,  in- 
armed me  that  Mr.  Sands  had  come  to  him  with  a  similar  request, 
it  that  he  could  not  under  any  circumstances  intercede ;  that  there 
as  nothing  in  the  case  that  he  could  help  Mr.  Sands,  in  fact,  wi(h 
le  Attorney  General  or  Mr.  Mc Adoo  or  anyone  else ;  Mr.  Sands 
aving  told  me  that  Mr.  Boiling  knew  all  of  these  people  very  well, 
nd  he  felt  that  if  he  put  himself  out  just  a  little  that  he  could  per- 
aps  qiiash  the  whole  affair.    Mr.  Sands  became  somewhat  peeved  at 
ie,  I  take  it,  as  well  as  Mrs.  Sands,  because  they  felt  that  I  was  not 
Ihering  to  the  truth  when  I  told  them  I  had  no  influential  friends 
lat  might  be  of  assistance  to  them,  and  through  inuendoes  and 
rfriendly  deductions  I  took  it  that  my  relations  from  then  on 
Mild  not  be  as  happy  as  they  had  been  in  the  past. 
iTie  Chairman.  That  was  in  September,  1918? 
^fr.  SisLER.  On  or  about  the  latter  part  of  September,  1918. 
iTie  Chairman.  Did  you  ever  see  him  after  that? 
Mr.  SiSLER.  T  do  not  recall  having  seen  Mr.  Sands  but  once  and 
It  was  in  the  Waldorf  Hotel  in  New  York,  but  whether  he  recog- 
sed  me  or.not — I  spoke  to  him  as  I  went  by.  but  had  no  conferencei 
th  him. 

The  Chairman.  Did  you  ever  have  any  talks  with  him  or  his  wife 
ter  the  latter  part  of  September,  1918? 

Mr.  SisLER.  No:  T  do  not  rerall  having  seen  either  of  the  parties  to 
nfer  with  since  that  time.  That  mav  have  been  the  end  of  Octo- 
^r:  I  am  not  certain. 

The  Chairman.  But  you  did  speak  to  Mr.  Boiling? 
Mr.  SisLER.  I  did. 
The.  Chairman.  And  asked  him  if  he  could  not  do  something  to 

Jphim! 
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Mr.  SisiJiii.  I  did. 

The  Chairman.  Did  you  tell  Mr.  Sands  that? 

Mr.  Stsler.  Yes,  sir. 

The  Chairman.  And  they  got  peeved? 

Mr.  SisLER.  Very  much  so. 

The  Chairman.  Because  you  did  what  they  asked  you  to? 

Mr.  SisLER.  Well,  they  did  not  feel  that  I  had  exeiled  enoni 
effort,  and  I  do  not  believe  either  of  them  believed  me,  that  I  mi 
not  appeal  to  somebody,  because  they  pointed  out  to  me  thatlconU 
not  have  occupied  the  office  as  secretary  of  the  Shipping  Boari 
without  having  had  some  influence  to  get  it,  because  positions  weR 
not  ordinarily  gotten  other  than  through  influence. 

The  Chairman.  They  directed  your  attention  to  that,  did  they! 

Mr.  SisLER.  They  did.  Mr.  Sands  felt,  I  think,  that  I  had  secunJ 
my  position  through  the  efforts  of  Mr.  McAdoo.  I  assured  him  that 
I  had  only  met  Air.  McAdoo  on  one  or  two  occasions,  and  that  we 
just  casually.  I  do  not  think  Mr.  McAdoo  would  recall  either  one 
of  the  meetings. 

The  Chairman.  How  did  you  secure  your  position? 

Mr.  SisLER.  I  was  tenderea  the  position  by  Mr.  Denman. 

The  Chairman.  Well,  you  were  chief  clerk  of  the  Interstate  Cm 
merce  Commission? 

Mr.  SisLER.  Chief  clerk  of  the  Interstate  Commerce  Commission 
yes,  sir.  They  were  looking  for  a  secretary  to  the  board  and  m] 
name  was  called  to  the  attention  of  Mr.  White,  who  was  goinf 
through  the  offices  of  the  Interstate  Commerce  C/ommission,  we  hav 
ing  decided  to  vacate  that  building  and  go  into  a  new  one.  In  tb 
course  of  his  going  through  the  building  he  met  me  and  asked  m 
to  call  upon  him.  As  an  outgrowth  of  that  meeting  I  was  tendered 
I  think,  the  secretaryship  of  the  board. 

The  Chairman.  I)id  you  ever  have  any  transactions  with  Sh 
Sands  which  involved  the  payment  to  you  of  any  sum  of  raone; 
through  checks? 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  What  were  they? 

Mr.  SisLER.  After  Mr.  Sands  had  loaned  my  associates  on  my  in 
dorsenient  i?r),()()0,  and  after  on  numerous  occasions  I  had  pomte 
out  to  him  that  I  was  in  a  very  embarrassing  position  financially  ii 
carryin<r  out  the  construction  of  my  sand  company,  he  and  anothe 
gentleman  came  to  me  (me  day  and  stated  that  I  could  go  into: 
syndicate  Avith  them,  whereby  I  could  perhaps  make  a  whole  lot  mor 
money  than  through  my  efforts  in  sand  and  gravel. 

The  Chairman.  AVho  was  the  other  gentleman? 

Mr.  SisLER.  A  Mr.  Musher. 

The  Chairman.  Who  was  he:  had  you  known  him  before? 

Mr.  SisLER.  1  knew  ilr.  Musher  in  Washington.  He  was  presi 
dent,  I  think,  of  the  Pompeian  Olive  Oil  Co. 

The  Chairman.  Yes.     What  was  this  other  syndicate? 

Mr.  SisLER.  Mr.  Musher  told  me  of  the  opportunity  at  that  timeo 
buying  foreign  exchange. 

The  CiiAHtMAN.  When  was  this? 

Mr.  SisLER.  That  was  in  July.  T  think,  1918. 

The  Chairman.  July,  1918.    Well  now,  what  came  of  that! 
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fr.  Sister.  I  took  Mr.  Musher  at  his  word,  and  desirintr  to  raise 
ney  in  any  manner,  shape,  or  form  that  was  legitimate  for  the 
•pose  of  finishing  my  sand  phint,  I  investigated  the  possibilities 
:he  purchase  of  this  exchange  and  went  in  the  pool  with  them. 
^he  Chairman.  How  much  money  did  you  put  in  ? 
Ir.  SiSLER.  Well,  I  put  some  of  mv  own  money,  in  all  about 
XX). 

^he  Chair3Ian.  Where  did  vou  get  the  balance  to  make  up  the 
)00? 

»f  r.  SrsLER.  Well,  it  was  approximately  $5,000  to  $4,500. 
The  Chairman.  What  was  there  about  that  transaction  that  in- 
ved  the  payment  of  money  to  you  through  checks  by  Mr.  Sands? 
if  r.  SisLER.  From  what  I  could  understand,  Mr.  Musher  then  took 
to  Mr.  Sands,  who  explained  just  how  the  syndicate  would  work. 
The  Chairman.  I  thought  you  said  that  Mr.  Sands  and  Mr.  Musher 
ne  to  see  you  about  the  matter? 

ilr.  SiSL£R.  They  did,  they  spoke  to  me  about  it.  Mr.  Musher 
oe  to  my  office,  and  not  bemg  satisfied  to  go  into  an  affair  of  that 
t  without  an  investigation,  I  consulted  Mr.  Sands,  who  gave  me 

version  of  the  matter,  and  I  subsequently  consulted  them  both 
;ether,  with  the  result  that  we  bought  the  foreign  exchange,  and 
'  participation  in  it  was  supposed  to  be  five  to  one;  that  is,  T  was 
fmg  on  a  20  per  cent  margin.    With  the  money  T  put  up  I  should 
ve  had  purchased  for  me  $25,000  of  this  exchange. 
The  Chairman.  Yes.     Well,  what  happened? 
Mr.  SiSLER.  The  exchange  was  purchased,  I  counted  from  day  to 
y  by  looking  at  the  papers  the  profits  I  had  made,  and  when  it  got 
•  to  about  $12,000,  that  would  have  come  to  me  as  clear  profit; 
incident  with  that  Mr.  Musher  came  to  me  and  asked  me  would  I 

satisfied  with  100  per  cent  of  mv  investment.    AVell,  T  told  him 
would  not.    He  told  me  that  they  were  called  on  to  sell  a  part  of 
is  exchange,  and  mv  portion  woidd  have  to  be  sold.    I  thereupon 
1(1  him,  I  thought  that  if  any  of  the  securities  were  sold  at  all  it 
f)uld  be  on  a  pro  rata  basis;  we  were  to  take  our  profits  as  of  that 
te.    He  told  me  then  he  thought  mv  share  would  have  to  go,  and  1 
Orht  to  be  satisfied  with  a  $5,0/)0  profit.    T  stuck  out  that  I  would 
b  be,  and  asked  him  had  he  })een  sent  to  me  by  Mr.  Sands.     And  he 
•ormed  me  that  they  together  had  agreed  that  such  exchange  as 
?  been  sold  as  of  that  date  should  be  taken  out  of  my  portion. 
The  Chairman.  Well,  what  do  you  mean,  they  were  trying  to  trim 

I? 

VIr.  SiSLER.  No;  I  would  not  sav  that.    I  was  invited  into  the  Poo\ 

their  own  solicitation,  and  having  offered  me  a  proht  of  ^o,lMM)  i 

:e  it  that  they  thought  I  should  be  satisfied  with  that. 

rhe  Chairman.  Were  you? 

VIr.  SiSLER.  I  was  not.  ,     ,.  i     •    q 

The  Chairman.  Well,  were  vou  settled  with  on  that  basis  t 

Vfr.  SiSLER.  I  received  $.5.0()()  on  acc-ount,  without  commitment  on 

r  part  that  I  would  settle  for  a  total  of  $10,000.      ^ 

The  CH.MRMAN.  You  received  back  the  oripinal  $;>,()Ut» . 


Mr.  SiPLER.  Yes,  sir.  .  ,       « 

The  Chairman.  Did  vou  receive  anything  i\\Tine^  •  , 

Mr.  SiSLER.  I  did.    I  waited  several  days,  ot  T)er^»;^^,*  ^^S'>^° 
lied  on  Mr.  Sands  for  an  accounting.    A.11  tV^*  e'S-C'^ 
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sold.     I  wanted  to  know  how  much  actual  cash  had  been  put 
throu*rh  what  banks  or  bank  the  exchange  had  been  purchased,  he 
much  money  each  of  the  others  in  the  syndicate  had  put  up,  and 
<rive  me  an  accounting. 

I  would  gamble  myself,  if  I  was  not  entitled  to  more  than  ivJ 
profit  then  if  he  rendered  me  a  proper  accounting  I  would  l)e  siti 
fied  with  that.    I  did  not  ^t  such  an  accounting,  I  was  ^^hort  in 
sand   company    for   construction,   and    interviewed    Mr.   Sands 
numerous  occasions  at  his  bank  asking  for  an  accounting  or  a  fui 
payment.    I  finally  succeeded,  I  think  in  October,  or  mayl>e  the  kt 
part  of  September,  in  securing  an  additional  $5,000. 

The  Chairman.  How  did  you  get  that? 

Mr.  SisLER.  I  drew  a  check,  made  out  to  the  credit  of  the  Araeric 
National  Bank  for  $5,000,  on  the  Commercial  Bank.    I  did  not  haul 
that  amount  of  money  in  the  Commercial  Bank  at  that  time.  I 
told 

The  Chaihman.  Well,  wait  just  a  moment.    You  drew  a  chek* 
the  American  National  Bank? 

Mr.  SiSLER.  No ;  I  drew  a  check  payable  to  the  American  Xationil 
Bank,  on  the  Commercial  Bank,  for  $5,000, 1  having  left  instruction? 
with  the  cashier  of  the  American  Bank  that  I  did  not  want  the 
check  to  go  to  protest,  for  the  reason  that  I  did  not  have  ^5,(100  ii 
the  Commercial  Bank,  but  that  Mr.  Sands  owed  me  that  monev  ot 
a  deal  I  had  been  in  with  him,  and  I  thought  it  might  l)e  ix>ssibk 
through  that  subterfuge,  to  get  him  to  make  the  payment,  I  havinf 
gone  to  Mr.  Sands  and  told  him  that  I  had  drawn  the  cheek, that* 
was  absolutely  obligatory  on  his  part  to  pay  it,  because  I  needed  tte 
money  at  that  time  for  the  sand  company.  I  told  him  iVouldover* 
(haw  my  account  if  it  was  not  so;  I  had  pressing  obligations, m*- 
chinery,  and  otherwise;  and  he  honored  the  check. 

The  CiiAiKMAN.  How  did  you  get  the  first  $5,000  back! 

Mr.  SisLER.  Wh}',  Mr.  Musher  came  to  me  and  asked  me  whether 
or  not  I  would  be*^  satisfied  with  the  profit  of  $5,0(H).  1  told  him  I 
was  not,  but  as  long  as  they  were  selling  some  of  this  exchange,  why. 
I  might  as  well  take  some  money  as  well  as  anyone  else.  I  wouU 
feel  less  nervous  at  iretting  mv  original  investment  back,  which  Idii 

The  Chairman.  How  did  you  get  the  first  $5,000? 

ilr.  Stslek.  Back  ?  I  am  not  certain,  Mr.  Walsh,  whether  or  not 
that  was  through  a  check  of  Mr.  Sands  or  Mr.  Musher.  I  did  w* 
l(^se  much  time  in  cashing  it,  and  depositing  it  in  the  Commercial 
Bank. 

The  Chaikmax.  Deposited  it  in  the  Commercial  Bank? 

Mr.  SisLER.  I  am  sorry  I  have  not  my  records.  When  I  was  in 
Newfoundland  in  May  last  I  was  forced  to  leave  my  office  at  W 
Broadway  during  the  reconstruction  of  that  building,  and  most  of 
mv  private  records  were  lost  but  I  think  I  can  substantiate  that  by 
getting  the  record  from  the  American  Bank. 

The  Chairman.  Did  the  American  Bank  have  anything'to  do  with 
this  first  payment? 

^fr.  Sisl?:r.  They  did  not. 

The  CiiAiiiMAx.  Then  how  can  you  substantiate  that  first  pajment 
by  the  American  Bank? 
'  ifr.  SisLKR.  I  would  not  substantiate  the  first  one;  it  was  the  second 

one  I  drew. 


SHIPPING  BOARD   OPERATIONS.  3069 

he  Chaibman.  That  is  what  I  am  asking  about,  the  first  pav- 

it? 

Ir.  SiSLER.  That,  I  say,  was  by  a  check  through,  I  think,  Mr. 

sher  or  Mr.  Sands. 

rhe  Chairman.  Mr.  Musher  or  Mr.  Sands? 

ir.  SiSLER.  I  do  not  recall  who  gave  me  the  clieck. 

The  Chairman.  Well,  how  long  after  you  got  the  first  $5,000  was 

>efore  you  put  this  check  through  the  Commercial  Bank? 

Ir.  SiSLER.  Several  weeks,  perhaps  say  three  weeks,  maybe  four 

iks. 

Tie  Chairman.  When  do  you  say  that  Mr.  Musher  or  Mr.  Sands 

e  you  a  check  for  $5,()(K),  which  was  your  original  investments 

It.  Sisler.  In  September,  I  think. 

^he Chairman.  In  September? 

Ir.  SisiXR.  1918. 

'he  Chairman.  Now,  several  weeks  after  that  you  drew  this  check, 

able  to  the  American  National  Bank  ? 

fr.  Sisler.  With  instructions  to  place  it  to  my  credit,  if  honored. 

'le  Chairman.  How  manv  weeks  after? 

r.  Sisler.  Within  80  days,  I  take  it. 

(le  Chairman.  The  latter  pait  of  October? 

Ti  SisLKH.  To  the  best  of  my  recollection. 

le  Chairman.  That  was  about  the  same  time  that  Mr.  Sands  be- 

B  dissatisfied  with  you  for  not  exerting  more  influence  to  get  him 

of  his  difficulty  ? 

r.  Sisler.  On  or  about  the  same  time. 

he  Chairman.  Do  you  say  that  Mr.  Sands  was  vice  president  of 

Commercial  National  Bank  in  October,  1918? 

r.  Sisler.  I  think  he  was  still  connected  with  the  bank  at  that 

5. 

he  Chairman.  After  he  was  indicted? 

r.  Sisij':r.  I  am  not  certain  as  to  the  date  of  his  indictment,  but 

ink  he  continyed  in  office  until  after  his  indictment. 

he  Chairman.  As  vice  president? 

r.  Sisler.  Yes,  sir. 

le  Chairman.  Was  that  all  the  money  you  got  out  of  it — 100 

cent  ? 

r.  Sisler.  Indirectly;  I  attended  one  of  your  meetings  last  Fri- 

for  about  an  hour,  and  heard  a  pait  of  Mr.  Sands's  testimony, 

he  referred  to  a  note  of  $r),()(K)  which  lie  had  really  held  me 
untable  for,  and  I  took  it  that  he  feels  as  if  I  owe  him  that 
ey.  That  note,  I  think,  is  curtailed  by  the  amount  of  $50)  anil 
•est  of  $75  or  $80;  I  think  it  was  a  90-day  note,  and  no  demand 
ever  made  on  me  after  the  note  became  due,  and  no  demand  has 

made  on  me  up  to  date,  as  to  its  payment, 
le  Chairman.  You  are  not  sure,  then,  Mr.  Sisler,  that  you  had 

transactions  with  Mr.  Sands  arising  out  of  this  foreign  ex- 
ige  which  involves  the  [)ayment  of  money  to  you  by  Mr.  Sands 
uph  check? 

r.  Sisler.  Yes;  I  take  it  that  my  check  on  him,  on  his  bank,  and 
fact  that  that  check  was  honored,  might  be  so  considered:  and 
first  payment,  when  I  got  my  original  investment  back,  may 

been  his  check  for  $5,000. 
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The  Chairman.  C^an  you  not  remember  how  you  got  back  your 
original  inve8tnient ;  whether  you  got  it  back  by  a  check? 

Mr.  SiSLER.  I  do. 

The  C^iiAiRMAN.  From  Sands  or  a  check  from  Musher? 

JVIr.  SisLER.  I  got  it  back  by  a  check,  but,  as  I  stated  to  you  i 
moment  ago,  I  am  not  certain  at  this  time  whether  it  was  signed 
by  Sands  or  Musher. 

The  Chairman.  Who  else  was  in  the  syndicate? 

Mr.  Sisi^R.  Well,  of  my  own  knowledge,  I  do  not  know.  I  had 
my  own  ideas  as  to  who  else  was  in  it. 

The  Chairman.  Well,  did  you  go  into  a  syndicate  and  put  $5,000 
in  it  without  knowing  who  were  in  the  scheme?   . 

Mr.  SisLER.  Not  exactly.  I  think  one  of  the  other  vice  presidents 
of  the  Commercial  Bank  was  in  the  syndicate,  as  well;  a  man  in 
whom  I  had  the  utmost  confidence. 

The  Chairman.  What  was  his  name? 

Mr.  SisLER.  Mr.  Cahill. 

The  Chairman.  Of  the  Commercial  National  Bank? 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  Was  anybody  else  in  it? 

Mr.  SisLER.  1  was  not  told  who  the  others  were. 

The  Chairman.  Did  you  ask?  , 

Mr.  SisLER.  I  did;  and  I  was  told  there  were  people  in  officiallife 
occupying  more  exalted  offices  than  my  own  in  the  syndicate. 

The  Chairman.  Did  that  make  the  scheme  more  alluring  to  you,  or 
make  you  more  cautious? 

Mr.  SiSLER.  Both. 

The  Chairman.  It  made  you  both.  It  did  not  make  you  cautious 
enough  to  ascertain  wlio  these  gentlemen  in  official  life  actually  were 
did  it? 

Mr.  SisLER.  It  actually  did. 

The  Chairman.  Well,  did  you  ascertain! 

Mr.  SisLER.  To  my  satisfaction ;  ves,  sir. 

The  Chairman.  Wlio  were  they? 

Mr.  SiSLER.  I  was  taken  down  to  the  Capitol,  and  with  Mr.  Mush^ 
interviewed  a  Senator  of  the  United  States,  to  whom  he  presente 
me.    His  name  is  not  material ;  I  would  rather  not  indicate  it. 

The  Chairman.  Is  that  the  only  other  person  you  knew  who  wc 
in  the  syndicate? 

Mr.  SiSLER.  Yes;  other  than  what  I  was  told. 

The  Chairman.  Other  than  what  you  were  told? 

Mr.  SiSLER.  Yes. 

The  Chairman.  Well,  did  you  attempt  to  verify  what  else  yo 
were  told,  as  to  who  were  in  the  syndicate? 

Mr.  SiSLER.  At  my  conference  at  the  Capitol  I  was  satisfied  thf 
my  money  would  l)e  safe.  As  a  result  of  that  conference  I  left  wit 
the  imj)ression  that  I  had  made  a  safe  investment. 

The  Chairman.  When  was  this,  Mr.  Sisler? 

Mr.  SisLKR.  I  think  that  was  in  August;  July  or  August,  I  thiit 
of  1918.    It  is  i)ossihle  it  may  have  been  the  fore  part  of  July. 

The  Chairman.  The  fore  part  of  July;  and  in  about  Septemlx 
Mr.  Muslier  was  negotiating  with  you  to  see  whether,  you  woul 
accej)t  100  per  cent? 

Mr.  Sisj.ER.  That  is  ccnrect,  siv.    Having  consulted  the  daily  pi 
pers,  iind  figuring  with  very  esi^y  \\va\\\^\v\«i\a'j«\  ^•j^^xi^'a^k^^ 
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entitled  to  more,  I  of  course  refused  to  be  satisfied  with  100 
cent. 
The  Chairman.  You  wanted  just  as  much  as  the  persons  in  official 
life  were  getting? 

Mr.  SiSLER.  Ifo ;  I  wanted  as  much  as  those  who  were  in  the  pool 
^Fere  getting. 

The  Chairman.  Those  who  were  in  the  pool ;  yes. 
Mr.  SiSLER.  Yes,  sir. 

The  Chairman.  You  saw  no  reason  why  you  should  be  discrimi- 
liftted  against  in  the  distribution  of  the  profits  ? 
Mr.  SiSLER.  None  whatever. 

The  Chairman.  Was  there  any  writing — written  agreement — as 
to  this  transaction  ? 
Mr.  SiSLER.  I  had  none. 
The  Chairman.  Well,  did  you  sign  any  ? 
Mr.  SiSLER.  No. 
.  The  Chairman.  Did  you  see  any  ? 
Mr.  SiSLER.  I  did  not ;  simply  a  verbal  gentleman's  agreement. 
The  Chairman.  The  $5,000  profit  you  secured,  you  said,  bv  draw- 
.  ine  a  check,  pavable  to  the  order  of  the  Commercial  National  ^ank? 
Mr.  SiSLER.  Yes^  sir;  on  the  Commercial. 

The  Chairman.  On  the  Commercial  Bank,  and  depositing  it  in  the 
^  American  Bank? 
J      Mr.  SiSLER.  That  is  correct,  sir. 

I-      The  Chairman.  And  telling  the  American  Bank  that  you  did  not 
'  mve  $5,000  in  the  Commercial  Bank? 
j       fh,  SiSLER.  That  is  correct,  sir. 

?    ..The  Chairman.  Well,  who  was  the  cashier  of  the  American  Bank 
■    ™ityou  told  that  to,  or  the  official? 

Mr.  SiSLER.  I  think  it  was  a  Mr.  Waller,  who  was  an  assistant 
^^^er,  as  well  as  a  Mr.  West,  both  being  assistant  cashiers, 
^e  Chairman.  Did  thev  demur  to  that  arrangement  ? 
^'  SisLER.  They  did  not. 

The  Chairman.  Well,  do  you  know  how  long  afterwards  it  was 
^^  that  check  was  made  ? 

^^'  SisLER.  I  think  two  days  afterwards  I  inquired  very  specifically 
•8  to  whether  or  not  my  account  had  been  credited  with  said  $5,000, 
^^^  Was  informed  that  it  had  been :  and  to  satisf v  myself  that  that 
was  so,  I  ii^iy^ij  ^  g^Qn  as  I  found  that  out  I  withdrew 'the  $5,000  and 
<leposite<i  it  in  the  Commercial. 
iP^  Obairman.  To  your  own  account? 
rJ^'  SrsLRR.  To  my  own  account. 

Af     ^^AiRMAN.  Are  you  still  a  member  of  this  syndicate  or  pool? 
ir.  SrsLER.  Unfortunately,  no. 
TheO 


iJ|P^  ^HAiRMAN.  When  did  you  <?et  out? 
^^•.  SxsLER.  On  the  honoring  of  my  $5.( 


.   X)00  check  was  the  last  ac- 

^Th ''V?  I  have  had. 

4ne  vjhairman.  Well,  that  was  an  accounting  vou  made  vourself, 
^asitnot?  ^.  . 

Th    o^^^™*  Substantially  so. 

M     ^^-AiRMAN.  Did  you  talk  with  Mi*,  blusher  after  that  about  it? 

.     J^;  ^Ihler.  Yes:  I  talked  to  Mr.  Mu^hor  several  times,  and  told 

T^     ?^  1  felt  I  was  entitled  to  a  e: reat  deal  more  money  than  $5,000. 

®site^  jjjjjj  j^  intercede  with  Mr.  Sands  to  give  me  some  sort  of 
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an  accounting,  as  to  how  much  money  had  been  put  in  the  synJicate, 
the  amount  of  exchange  purchased,  and  what  division  of  profits  Id 
been  made. 
The  Chairman.  Did  you  get  it? 

Mr.  Sisler.  Up  to  this  date  I  have  never  received  any  acoounting 
wliat  soever. 
The  Chairman.  Well,  have  you  talked  with  Mr.  Sands  sincei 
Mr.  Sisi.ER.  I  have  not. 

The  Chairman.  Did  you  ever  have  any  other  business  transactions 
with  Mr.  Sands  involving  the  payment  of  money  to  you  by  check! 

Mr.  SisLER.  Not  necesgarih'  by  check.  I  guess  I  borrowed  from 
Mr.  Sands  or  liis  bank  on  innumerable  occasions,  sums  of  money  for 
which  I  was  financing  the  sand  company.  In  most  instances  I  think 
a  note  was  given.  I  tliink  the  records  of  the  Commercial  Xationil 
Bank  will  show  my  various  loans.  If  the  committee  desires  it,  I  will 
be  glad  lo  have  a  statement  prepared  by  the  Commercial  Xationil 
Bank  and  furnish  it. 

The  Chairman.  Yes;  I  think  we  would  like  to  have  that,  Mr. 
Sisler. 

Mr.  SisLER.  T^nfortunately,  in  the  change  of  my  offices,  as  I  said, 
I  lost  most  of  mv  canceled  notes;  but  certain  of  them  should  be  in 
the  tiles  of  the  ^Vashington  Sand  and  Gravel  Co. 
The  Chairman.  Where  is  that  office  now? 
Mr.  Sisler.  They  have  an  office  in  the  Munsey  Building,  in  Wash- 
ington, and  also  an  office  in  Philadelphia,  the  company  now  l)eing 
controlled  by  Philadelpliia  interests. 
The  Chairman.  You  .sold  out? 
Mr.  SisLKR.  I  did. 

The  Chahoian.  Were  all  the  notes  that  you  gave  paid  at  ma- 
turity? 

Mr.  SisLER.  To  my  recollection,  with  the  exception  of  the  note  he- 
fore  you  there,  of  $5,000  [indicating]. 

The  Chairman.  Well,  this  w^as  a  90-day  note,  given  May  1, 19W. 
That  was  not  paid? 
Mr.  Sisr.ER.  It  was  not  paid  by  me. 
The  Chairman.  Well,  vou  did  not  make  it. 
Mr.  SisLER.  I  was  an  indorser  on  that  not«. 
The  Chairman.  Who  reduced  it  by  the  payment  of  $500  and  in- 
terest i 

Mr.  Sisler.  I  had  Mr.  (iray,  who  really  got  the  money,  to  invest 
in  the  sand  companv,  make  that  payment  of  $500. 
The  Chairman.  t)id  you  hear  Mr.  Sands  testify  the  other  day? 
Mr.  Sisler.  T  heard  liim  for  alx)ut  an  hour  last  Friday,  the  latter 
part  of  his  testimony  T  think  it  was. 

The  Chairman.  Did  you  hear  him  testify  that  you  got  this  $5,000 
note,  and  that  you  got  altogether  $20,000  on  account  of  the  sale  of  a 
ship? 

Mr.  SisLER.  I  heard  him  make  that  statement;  yes,  sir. 
The  Chairman.  Well,  what  do  you  say? 

Air.  SisLER.  But  T  have  no  clearer  recollection  than  Mr.  Sands  ap* 
j)arently  had.  Not  knowing  the  name  of  the  ship,  nor  who  sold 
the  ship,  T  am  not  certain  as  to  what  particular  transaction  he  may 
have  i-eferred  to,  other  than  what  is  stated  in  the  affidavit.  I  notice 
he  uses  the  name  of  an  individual,  named  Dockendorf. 
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lie  Chairman.  Were  you  connected  with  any  transaction  at  all 

>lving  the  sale  of  a  ship? 

tr,  SiSL£R.  Not  to  my  knowledge,  not  while  with  the  board. 

he  Chairman.  Well,  since  you  left  the  board  ? 

tr.  SiSL£R.  I  have  attempted  to  sell  a  lot  of  ships,  without  any 

iess,  however. 

'he  Chairman.  You  have  not  sold  any  ? 

tr.  SisLER.  No. 

'he  Chairman.  Do  you  knoAV  that  Mr.  Sands  was  indicted  on 

tember  30, 1918  ? 

Ir.  SiSLER.  No ;  I  did  not  know.    I  knew  it  was  on  or  about  that 

e. 

\e  Chairman.  But  you  think  in  the  latter  part  of  October,  1918, 

WSLS  still  in  office  in  the  Commercial  National  Bank  ? 

fr.  SisLER.  I  am  not  certain  of  that,  Mr.  Walsh.    To  the  best  of 

recollection  he  was  still  with  the  bank  during  the  whole  time 
my  negotiations  with  him.     It  is  possible  that  may  have  been 

forepart  of  October,  but  as  I  recall  he  was  still  there  in  the 
ith  of  October. 

'he  Chairman.  Can  you  give  the  committee  any  reason  that  oc- 
3  to  you,  which  may  be  based  unon  your  dealings  with  Mr.  Tucker 
Sands,  why  he. should  charge  that  you,  Mr.  Boiling,  Mr.  Cranor, 

himself  entered  into  an  agreement  to  divide  $40,000,  which  was 
)e  paid  by  Mr.  Wallace  Downey,  for  the  securing  of  a  contract 

the  Downey  Corporation  or  the  Providence  Engineering  Cor- 
ation,  in  the  securing  of  which  you  and  Mr.  Boiling  were  to  use 
r  influence  with  the  Shipping  Board  officials  toward  having  the 
tract  awarded? 

Ir.  SisLER.  The  only  theory  whatever  which  I  could  advance 
dd  be  by  reason  of  my  failure  to  aid  him  in  his  trouble, 
'he  Chairman.  That  is  the  only  thing  that  you  know  of? 
Ir.  SrsLER.  I  am  at  a  loss  to  understand  any  other  reason  that 
lid  prompt  Mr.  Sands  to  make  such  an  accusation, 
he  Chairman.  Is  that  a  photostat  copy  of  the  note  which  you  in- 


jed  [handing  witness  paper]  ? 
:r.  SisLER.  1  take  it  that  it  ii 


is  a  photostat  copy.     That  is  my 
ature  on  the  back  of  the  note. 

he  Chairman.  Well,  is  that  the  original  note  that  you  indorsed 
iding  witness  another  paper]  ? 
r.  SisLER.  That  is,  sir. 

lie  Chairman.  Will  you  compare  it  with  the  photostat  copy  and 
svhether  that  is  the  photostat  copy  of  the  note? 
r.  SiSLER.  I  would  say  it  was ;  yes,  sir. 
he  Chairman.  That  may  be  put  in  the  record. 
The  note  reads  as  follows:) 

WASHiNfJTON,   D.   C.  May  U  J918. 

lety  days  after  date  I  promise  to  pay   to  the  order  of  H.   D.   Mepham 
1  (five  thousand  doHars),  at  the  Coimnerdal  National  Hanlv.  of  Washinjrton, 
Value  received,  with  interest  at  the  rate  of  —  per  cent  per  aiuium,  until 
Due  July  30. 

C  Ti.  Gray. 
Rnihrai/  p].rrhnuffe  Building,  h'anftaf<  City,  Mo. 

orsenients:  .July  81,  191 S,  by  payment,  .$575. 

H.  D.  Mepham. 
Lester  Sisler. 
J  77068- 20— PT  7 36 
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The  Chaikman.  Did  you  ftftually  get  from  Mr.  Sands  or  anyl 
else  any  nion(\v  on  acronnt  of  the  award  of  a  contract  to  the  Do 
Shipl)uil(Iing  Corporation,  or  to  the  Providence  Engineering  G 
poration  ^ 

Mr.  SisLKH.  Never  to  my  recollection.    I  think  if  any  sii<-h  pai 
had  lu'cii  nuule  1  would  have  known  about  it. 

Hie  CiiAiKMAN.  Were  vou  ever  told  by  Mr.  Sands  or  anvbodvd 
that  there  Avas  ir'i^.OOO  or  more  coming  to  you  and  that  this  ncite 
May  1,  l?ns,  woidd  not  be  presented  lor  payment? 

Mr.  SisLKii.  Mr.  Sands  has  never  referred  to  the  note  to  mvkm 
edge  since  it  was  negotiated. 

The  CiiAiiiMAN.  this  he  ever  discussed  any  matter  relatincto 
Downey  Shipbuilding  C\)rporation  or  the  l*rovidence  Enginwriifj 
(corporation  contracts  with  you? 

Mr.  SisLER.  Not  to  my  recollection.  It  is  possible  that  on  sonij 
occasion  1  may  have  met  him  that  he  would  have  referred  to  thii! 
matter,  but  he  usually  was  so  vague  about  his  schemes  that  I  nevff 
could  get  any  intelligent  i)resentation  of  the  case.  To  my  knowledp 
he  has  never  referred  to  this  matter  in  any  manner,  shape,  or  fon 
to  me. 

The  Chairman.  Has  anybody  else  referred  to  it  to  you  ? 

Mr.  Sisi.EK.  It  is  possible  some  one  mav  have  come  to  my  office,  ii 
secretary,  regarding  the  contract;  but  I  have  no  recollection  attlfl 
time  who  that  individual  may  have  been. 

The  CuAiiuf AN.  How^  about  the  pajonent  of  money  for  securing 
the  contract? 

Mr.  SisLER.  I  can  only  reiterate  just  what  I  have  stated,  that  no 
such  payment  was  ever  made. 

The  Chairman.  I  know,  but  has  anybody  referred  to  it  in  talking 
with  you  ? 

Mr.  SisLER.  They  have  not,  other  than  the  committee  and  the  in- 
vestigators. 

The  Chairman.  Yes;  but  I  mean  along  about  this  time. 

Mr.  SisLER.  Oh,  no. 

The  Chairman.  After  you  had  put  this  check  through  for  $5/)M 
and  secured  the  money  and  deposited  it  with  the  Commercial  Ki- 
tional  Bank,  did  you  talk  with  Mr.  Sands  again) 

Mr.  SisLER.  VeW  vociferously,  I  should  say,  about  honoring  the 
check:  he  claiming  at  the  time  that  it  was  causing  him  to  be  shoit 
of  funds,  inasmuch  as  all  of  the  exchange  had  not  been  sold,  and 
stated  to  me  that  I  had  embarrassed  him  oy  making  the  demand  it 
a  very  inopportune  time. 

The  Chairman.  Where  did  this  talk  take  place? 

Mr.  SiSLER.  In  his  bank. 

The  Chairman.  The  Commercial  National  Bank? 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  The  latter  part  of  October? 

Mr.  SisLER.  Well,  it  may  have  been  the  fore  part  of  October.  B 
was  along  about  the  time,  shortly  after  the  check  had  been  honored. 
Tliat,  I  think,  was  in  the  early  part  of  October. 

The  Chairman.  And  you  think  you  got  your  original  investment 
back  in  the  earlv  part  of  September. 

Mr.  Sisli':r.  "the  latter  pai-t  of  September. 
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The  Chairman.  Did  you  not  say  there  was  a  month  between  the 

me  you  got  your  ori^mal  mvestment  back 

Mr.  SisLER.  Several  weeks,  I  stated.  It  may  have  been  the  latter 
Ml  of  one  month,  after  the  15th,  and  before  the  15th  of  October. 
Jjyway,  there  was  an  interval  to  my  knowledge  of  several  weeks. 

The  Chairman.  Well  now,  how  many  weeks  do  you  call  several? 

Mr.  SisLER.  Two  or  three. 

The  Chairman.  Two  are  several?  . 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  So  it  might  have  been  two  or  three  weeks  i? 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  And  he  told  you  that  by  your  drawing  a  oheck 
»iyable  to  the  American  National  Bank,  on  the  Commercial  Na- 
ioual  Bank,  you  had  seriously  hampered  him  because  he  was  short 
f  funds  ? 

Mr.  SisLER.  Yes,  sir. 
The  Chairman.  Did  you  believe  it? 

Mr.  SiSLER.  I  was  rather  inclined  to  believe  it  at  the  time,  for  the 
ason  that  I  think  Mr.  Sands  was  in  so  many  things  that  he  doubt- 
as  made  a  lot  of  investments.  I  know  Mrs.  Sands  told  me  on  sev- 
al  occasions  about  her  dealing  in  the  stock  market,  and  I  imagine 

at 

The  Chairman.  Well,  how  could  the  drawing  of  that  check  by 
vu  on  your  account  in  the  Commercial  National  Bank  hamper  Mr. 
a^nds  in  any  way  whatever  ? 

Mr.  SiSLER.  Because  he  honored  the  check.  He  deposited  to  my 
5count  in  the  Commercial  the  necessary  funds  to  meet  the  check. 

The  Chairman.  Where  was  there  any  obligation  on  his  part  to  do 

Wit? 

Mr.  SiSLER.  A  gentleman's  agreement,  the  fact  that  1  had  gone 
ito  this  syndicate  with  him  and  had  gone  to  him  inmiediately  on  my 
Tawing  the  check  through  the  American  Bank,  and  informing  him 
xactly  what  I  had  done,  and  asked  him  to  be  certain  that  that  check 
^as  met  when  presented. 

The  Chairman.  Did  he  tell  you  he  would  ? 

Mr.  SiSLER.  He  said,  as  I  recall  now,  that  he  did  not  know  whether 
^  could  or  not,  but  I  told  him  that  it  simply  had  to  be  met. 

The  Chairman.  You  went  and  drew  a  check  on  your  account, 
^hen  you  did  not  have  the  funds  there,  and  then  you  went  to  the  vice 
f^ident  of  the  bank  upon  which  you  drew  the  check,  and  told  him 
^  must  meet  that  check  ? 
Air.  SiSLER.  Yes,  sir ;  that  is  correct. 

.The  Chairman.  Mr.  Sisler,  the  gentleman's  agreement  was  not 
rried  out,  wasit? 

Mr.  Sisler.  Not  to  the- letter,  as  I  still  feel  at  this  time  that  I  am  en- 
tled  to  an  accounting  as  a  result  of  this  syndicate. 
The  Chairman.  Have  you  tried  to  cret  it? 

Mr.  Sisler.  I  have  not  seen  Mr.  Sands  since  I  left  Washington, 
\d  have  not  interviewed  him  since. 

The  Chairman.  Did  you  visit  Capitol  Hill  and  ask  the  distin- 
jished  gentleman  in  official  life  to  assist  you  in  getting  an  account- 
Mr.  Sisler.  I  did  not,  sir. 
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Tlie  Chairman.  I)i<]  yoii  visit  any  of  the  other  ^ntlemen  v;!i 
yon  were  assured  wcmo  interested  in  this  project? 

Mr.  SisLER.  I  spoke  to  Mr.  Miisher  several  times. 

The  Cm  AIRMAN.  Did  Mr.  Sands  object  to  your  drawing;  this  ol 
when  yon  went  tn  liini  and  tohi  him  you  had  drawn  it? 

Mr.  SisLKK.  lie  did. 

Tlie  Chairman,.  You  knew  Mr.  Sands  had  been  connected  wift] 
that  bank  for  some  time^ 

Mr.  S:slf:r.  Yes,  sir. 

The  (^iiAiRMAX.  And  the  only  thin^  which  was  in  existence,  vhickj 
nia<h^  it  in  any  way  an  obiipitiim  on  Mr.  Sands's  part  to  honor  thrtj 
check,  was  a  ^entk*man's  agreement? 

Mr.  SisLER.  The  most  sacred  of  all  agreements:  yes,  sir. 

Tlie  Chairman.  Without  any  evidence  in  writing? 

Mr.  SisLEK.  No  evidence  in  writing  whatever. 

Tlie  Chairman.  And  this  was  in  the  middle  part  of  OctoWr.  I'os- 
sil)ly  i 

Mr.  Sisi.ER,  Xo.  Just  what  do  you  refer  to  as  l>ein^  the  micMleJ 
part  of  October? 

The  Chairman.  AVhen  vou  drew  this  check  and  went  to  liira  and 
tohl  him,  the  vice  president  of  the  bank,  that  you  had  drawn  i 
clieck  to  vour  account  on  that  bank  for  $5,000,  and  vou  knew  the 
money  was  not  tliere,  but  that  bank  has  pot  to  meet  that  check. 

Mr.  SrsLER.  T  did  not  say  directly  the  bank  had  to. 

The  Chairman.  Tliat  he  had  to  meet  it? 

Mr.  Sisi.ER.  Somebody  had  to  meet  it. 

Tlie  Chairman.  The  vice  president  of  that  bank? 

Mr.  SisLER.  Yes,  sir. 

The  Chairman.  That  was  in  the  middle  of  Octol^er.  you  think? 

Mr.  SisLER.  T  think  so. 

The  Chairman.  Did  you  know  at  that  time  that  he  had  l^een 
indicted? 

Mr.  SisLER.  I  did  not  know  positively  that  he  had  been  indicted, 
but  I  knew  that  he  had  been  accused  of  having  violated  some  Fedewl 
l)ankin«r  law.  The  local  papers  had  the  story.  I  heard  it  through 
bank  officials  and  others. 

The  Chairman.  TTow  long  after  that  was  it  you  left  the  Shipping 
Board? 

Mr.  Sisi.ER.  T  left  the  Shipping  Board  in  the  latter  part  of  ilarclu 
1910. 

The  Chairman.  Did  Mr.  Sands  ever  make  payments  to  you  in 
anv  matters,  in  niiv  transactions  that  vou  had  with  him,  in  the  total 
of>i>0.r>()0?  *         * 

Mr.  SisLER.  Tt  may  have  totaled  that  through  loans  which  trere 
neirotiated  through  his  bank. 

The  Chairman.  P'or  the  sand  and  gravel  company? 

Mr.  SisLKR.  Yes.  T  made  ])ersonal  loans  through  his  bank  also. 
T  made  pci-sonal  loans  of  Mr.  Sands,  but  always  gave  a  note. 

The  (^lATRMAN.  For  $20,500,  you  think? 

Mr.  SisLER.  T  would  not  say  that  they  would  aggregate  that. 
There  might  \ye  more.  I  think  there  was  more  than  that  negotiated 
through  him  and  his  bank  as  well. 

The  Chairman.  Well,  all  he  originally  agreed  to  put  in  was 
$i^;>.00(),  wasitnot? 
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Mr.  S18LER.  That  is  all ;  but  if  I  could  have  got  the  bank  to  loan 
B  $100,000  I  would  have  readily  accepted  the  loan. 
The  Chairman.  Well,  why  did  you  not  try  drawing  a  check  for 
.00,000  payable  to  your  sand  and  gravel  company,  and  telling  him 
lat  he  had  got  to  meet  that  check  ? 

Mr.  SisLER.  If  I  had  thought  at  the  time  Mr.  Sands  would  have 
Kiored  a  $100,000  check  I  doubtless  would  have  drawn  it. 

The  Chairman.  You  thought  $5,000  was  his  limit  ? 

Mr.  SisLER.  Big  enough. 

The  Chairman.  After  he  had  been  indicted  ? 

Mr.  SiSLER.  No;  I  would  not  say  that;  but  T  felt  that  his  means 
?ere  such  that  he  could  at  least  meet  that. 

The  Chairman.  In  this  statement,  Mr.  Sisler,  Mr.  Sands  said  that 
lehas  a  note  indorsed  by  you  for  $5,000, ''  but  I  have  never  made  any 
ittempt  to  collect  the  remaining  $4,500,  because  I  considered  that  it 
Hs  owinor  to  him  on  account  of  the  Downey  commissions  still  un- 
»id.''     >iow,  did  he  ever  tell  vou  anything  like  that? 

Mr.  Sisler.  He  did  not.  He  has  never  referred  to  that  note,  in 
lyopinion,  since  the  date  the  payment  of  $575  was  made. 

The  Chairman.  Who  made  that  payment? 

Mr.  Sisler.  I  had  Mr.  Gray  make  it. 

The  Chairman.  To  Mr.  Sands  ? 

Mr.  S18LER.  To  Mr.  Sands.  He  called  on  mc  at  the  time  for  the 
hole  note ;  and  I  told  him  that  we  could  not  meet  it ;  and  he  prac- 
cally  told  me  at  the  time  it  was  negotiated,  in  view  of  his  promise 
%  finance  the  sand  and  gravel  company,  that  it  was  highly  possible 
lat  the  notes  could  be  extended.  I  told  liim  we  did  not  have  much 
f  a  chance,  when  we  negotiated  it,  of  liquidating  the  whole  amount 
rhen  it  would  become  due;  but  that  we  would  give  him  as  security^ 
s  much  of  the  stock  of  the  sand  company  as  he  would  require  to'' 
protect  him  on  the  note.  He  never  called  on  me  for  the  security.  It 
B  possible  that  Mr.  Gray  may  have  given  it  to  him. 

The  Chairman.  Well  now,  can  you  offer  any  exjManation  why  this 
tote  has  never  been  presented  for  payment  ? 

Mr.  Sisler.  My  only  theory  now  would  be  that  Mr.  Sands,  through 
iome  hallucination,  may  have  felt  that  I  was  a  silent  partner  in  his 
^rious  endeavors  before  the  Shipping  Board  and  other  departments, 
md  had  been  grjicious  enough  to  forget  that  note ;  but  if  that  is  so 
le  never  informed  me  of  it. 

The  Chairman.  If  he  had  that  hallucination  he  has  never  told 
on  about  it  ? 

Mr.  Sisler.  He  has  not. 

The  Chairman.  And  that  is  the  only  theory  you  have  got  about  it? 

Mr.  Sisler.  The  only  one,  other  than  the  fact  that  he  may  not  hjive 
illed  on  me  for  it  because  I  did  not  get  the  $5,000  myself.  Five 
lousand  dollars  was  gotten  for  Mi*.  Gray,  and  he  spent  that  for  and 
fi  behalf  of  the  sand  and  gravel  companv. 

The  Chairman.  Who  paid  the  $575  ? 

Mr.  Sisler.  Mr.  Gray. 

The  Chairman.  Where  is  he  now,  do  you  know? 

]\fr.  Sisler.  I  do  not  know.  He  was  in  Kansas  City  the  last  time 
heard  from  him. 

The  Chairman.  That  is  where  he  was  when  he  signed  the  note, 
as  he  not? 
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Mr.  SisLKR.  Xo;  it  was  signed  in  Washington.     lie  only  «nive 
address  as  of  that  address. 

Tlie  C'liAiKMAX.  How  long  before  May  1,  1918,  had  this  sainU 
gravel  company  been  formed'? 

Mr.  SisLEii.  liefore  May  1? 

The  CiiAiioiAN.  Yes,  sir:  1918. 

Mr.  SisLEK.  I  think  we  organized  the  sand  company  in  Marcli 
that  rear. 

Th'e  (^iiAiKMAX.  March,  1J)18? 

Mr.  SisLKK.  I  am  not  certain,  it  may  have  been  Febrnary.  Tb 
forepait  of  the  year. 

The  CiiAiitMAN.  Well,  have  you  talked  with  Mr.  Grav  about  this 
note  since  it  became  due  \H)  days  after  the  1st  of  Mav? 

Mr.  SisLKu.  Xo.  To  protect  myself  at  the  time  Mr.  Gray  gave  me, 
I  think,  his  note:  afterwards,  I  think,  and  I  think  that  was  suhst- 
quently  rediice<l  througli  our  arrangements  in  selling  the  ssmd  and 
gravel  company,  it  was  practically  an  oflFset.  I  do  not  think  Mr.i 
Grav  evei-  had  any  intention  that  he  would  be  called  on  to  meet  that  I 
note. 

The  (Chairman.  Xever  had  any  what? 

Mr.  SisLEK.  I  do  not  think  he  expected  to  be  called  on  to  meet  that 
note. 

The  Chairman'.  Why  not? 

Mr.  SiSLER.  lie  was  looking  to  me  to  take  cai'e  of  it,  I  think. 

The  Chairman.  But  he  gave  you  a  note. 

Mr.  SisLER.  He  gave  me  a  note;  yes. 

The  Chairman.  For  $r),(X)0. 

Mr.  SisLER.  Yes,  and  I  think  that  is  still  held  for  collection  by  tlw 
Commercial. 

The  Chairman.  AVell,  you  said  that  he  sul>sequently  reduced  it? 

Mr.  SisLER.  I  think  so. 

The  Chairman.  How  much? 

Mr.  SisLER.  I  think  $5(X)  or  $(>0(). 

The  Chairman.  You  indorsed  a  note  for  $5,0(X),  which  Mr,  Gray 
had  signed  as  the  maker,  and  for  that  indorsement  you  took  Mr. 
(irav's  notc^ 

ifr.  SiM.ER.  Xot  at  the  time.  When  we  sold  the  sand  comiMDV  I 
tliink  lie  then  gave  me  his  note,  in  the  event  that  there  was  any  neoes- 
sitv  of  his  l)eing  called  on,  or  my  Ixiing  called  on,  to  meet  this  note. 

The  Chairman.  Why  was  it  reduced  in  any  amount? 

Mr.  SisLER.  1  had  given  Mr.  Gray  a  one-fourth  interest  in  the  com- 
])any,  by  jiutting  up  a  very  small  amount  of  capital,  $6,0(K)  or  $7,000, 
I  think,  and  I  think  after  the  com])any  was  sold,  or  we  had  negotiated 
a  sale  of  the  company,  there  was  an  outstanding  obligation  of  $5JX)0, 
and  I  think  that  brought  about  his  note. 

The  Chairman.  Which  was  the  outstanding  obligation  of  $5,000! 

Mr.  SisEER.  This  i)resent  note  here. 

Thr  Chair:\ian.  Well,  you  said  he  thought  that  he  would  not  be 
called  upon  for  jniyiiKUit. 

Mr.  Stseer.  lie  did  not  think  he  would  l>e  called  upon  to  pay  it. 

The  C^HAiKMAN.  lie  did  not  think 

Mr.   SlSLER.    Xo. 

The  Chairman.  AVell,  who  did  he  think  would? 
Mi\  SisLKJi.  I  i)resimie  \\e  ie\t  l\\\\t\  \^o\\\A, 
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The  Chairman.  Well,  how  was  Mr.  Gray  ^oing  to  get  out  of 
without  being  $5,000  short,  no  matter  who  paid  this  note?  You 
his  note  for  $5,000,  did  you  not? 

Mr.  SisLER.  No;  I  did  not  have  his  note  at  the  time,  not  at  theti 
this  note  Avas  negotiated.    I  think  his  note  was  away  after;  aslai 
coincident  with  the  sale  of  the  company. 
The  Chairman.  When  was  this,  Mr.  Sisler? 
Mr.  SisLKij.  I  think  that  was  the  latter  part  of  1918. 
The  Chairman.  Xovember  or  Decemlier? 
Mr.  Sisi.ER.  December,  T  think. 

Tlic  Chairman.  In  December,  1018,  the  companj-  was  sold  tot 
Philadelphia  concern? 

Mr.  Sisler.  Philadel])bia  interests. 
The  Chairman.  Philadelphia  interests;  who? 
ilr.  Sisler.  Mr.  X.  Perry  Edmonds,  of  Norcross  &  Edmonds,  stnd 
and  <rravel  people;  and  Mr.  Clarence  Miller  and  a  Mr.  Lippincott; 
what  liis  initials  are  T  do  not  know. 

The  Chairman.  Did  you  ever  have  any  books  of  account  for  thit 
company? 

^Ir.  Sisler.  Yes. 

The  Chairman.  Was  this  carried  on  the  books  as  an  obligation! 
Mr.   Sisler.  No.     That  note  was  negotiated  by  the  individnab 
rather  than  by  the  company,  although  Mr.  Safids  at  the  time  fck 
that  he  was  helping  the  company  because  the  money  was  to  be  used 
by  the  compan3\ 

Tlie  Chairman.  Well,  did  Mr.  Gray  make  a  present  of  this  $5,000 
to  the  company? 

Mr.  Sisler.  Oh,  no:  Mr.  Gray  got  a  one-fourth  interest  in  the 
comj)any,  for  which  he  was  supposed  to  put  up  his  share  of  the 
requisite  capital.  He  felt  that  that  might — well,  he  promised  at  that 
time  to  jMit  in  what  money  he  could,  for  which  he  would  get  common 
stock  over  and  al)ove  the  one-fourth  interest. 

The  Chairman.  Where  is  this  note  which  you  took  from  Mr. 
(iray? 

Afr.  SisLFJi.  I  think  that  is  still  in  the  Commercial  Bank. 
The  Chairman.  How  long  did  that  have  to  run? 
Mr.  Sisler.  T  think  it  is  a  demand  note.    I  am  not  certain,  l^^ 
fXQt  the  note;  I  think  it  is  still  there. 
Tlie  Chairman.  Did  you  discount  it? 
Mr.  Sisler.  I  did  not. 
Tlio  Chairman.  Just  deposited  it  there? 
Mr.  Sisler.  Yes,  sir. 

The  Chaiioiax.  Did  you  have  any  other  transaction  with  Mr. 
Tucker  K.  Sands,  outside  of  negotiating  loans  for  the  sand  and  gravel 
com])any  and  the  foreign  exchange  syndicate? 

Mr.  Sisler.  Other  than  personal  notes;  but  they  usually  were  made 
by  me  ])ers()nally,  and  then  deposited  in  my  account,  and  I  usually, in 
the  siune  })ank  we  liad  the  sand  and  gravel  company's  account,  I 
would  just  run  the  loans  through  my  account,  but  they  were  not 
made  directly  by  the  company.  I  negotiated  eight  or  ten  loans,  I 
imagine,  personally. 

The  Chairman.  For  the  use  of  the  sand  and  gravel  company? 
Mr.  SisliER.  Yes. 
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ae  Chairman.  What  would  you  take  from  the  sand  and  gravel 

pany  for  this  money  that  you  personally  borrowed  ? 

.r.  SisuER.  I  had  set  up  on  the  books  a  certain  amount  of  preferred 

k. 

he  Chairman.  And  as  you  turned  it  in,  the  stock  would  be  issued 

''OU? 

Tr.  Sisler.  Well,  we  never  issued  the  stock  in  blocks ;  it  was  prac- 

IJy  set  up  on  the  books  in  that  way,  though. 

he  Chairman.  Do  you  know  a  Mr.  Fuller — Mr.  B.  Frank  Fuller? 

'r.  SisiLKR.  I  do  not  believe  I  have  had  that  honor. 

he  Chairman.  Would  you  know  him  if  you  saw  him  ? 

r.  Sisler.  I  would  not. 

le  Chairman.  Did  I  ask  you  if  you  knew  Mr.  John  Croner? 

r.  Sisler.  You  did. 

le  Chairman.  Do  you  know  him? 

r.  Sisler.  I  met  Mr.  Croner,  as  I  siate,  at  the  Willard. 

le  Chairman.  Oh,  yes;  you  met  him  in  the  Willard  lobby,  or 

r.  Sisler.  Yes. 

le  Chairman.  You  never  saw  him  in  Mr.  Sands's  apartment  at 

tiotel,  that  you  know  of? 

r.  SisiaER.  As  I  stated,  on  the  occasion  I  met  him  it  may  have 

I  in  Sands's  apartment  or  may  have  been  in  the  lobby. 

tie  Chairman.  Did  he  ever  loan  you  any  money  ? 

r.  Sisler.  Mr.  Croner? 

^e  Chairman,  lies. 

'".  Sisler.  No. 

le  Chairman.  Did  you  ever  seek  to  borrow  any  from  him? 

'•   Sisler.  I  did  not. 

e   Chairman.  Mr.  Kelley,  have  you  any  questions? 

"-   Keij^e^.  You  live  in  the  city  of  New  York,  do  you  not,  Mr. 

'.   Sisler.  I  reside  in  New  Rochelle. 
'-  Kelley.  That  is  nearby  here? 
'.  Sisler.  16  miles. 

^e  Chairman.  Are  you  going  to  stay  in  town  to-night? 
i\  Sisler.  I  do  not  believe  I  could  get  a  room  in  town  to-night, 
oontemf>late  going  hom.     I  can  not  get  any  in  this  hotel.     I  do 
have  to  go  out  until  late,  ^Ir.  Kelley,  if  you  want  to  ask  me  some 
itions. 

Ir.  Kelley.  I  might  have  a  few  questions  to  ask  in  the  morning, 
ive  none  to-night. 

he  Chairman.  Will  it  be  convenient  for  you  to  come  back  here 
le  morning,  Mr.  Sisler  ? 

r.  Sisler.  It  would;  yes,  sir;  I  can  make  it  so. 
le  Chairman.  You  say  you  think  you  would  prefer  to  interro- 
him  in  the  morning? 
r.  Kelley.  I  think  so. 

le  Chairman.  Well,  will  you   come  back  to-morrow  morning, 
Sisler? 

r.  Sisler.  Yes,  sir. 
le  Chairman.  We  will  excuse  you  now.     Mr.  New. 
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TESTIMONY  OF  MB.  T.  £D.  NEW. 

(The  witness  was  duly  sworn  by  the  Chairman.) 

The  Chairman.  Your  name,  Mr.  New? 

Mr.  New.  T.  E.  New. 

The  Chairman.  What  is  j'our  first  name,  please. 

Mr.  New.  T.  Ed.  New. 

The  C-iiAiRMAN.  Where  do  you  reside,  Mr.  New? 

Mr.  New.  Washington,  D.  C. 

The  Chairman.  What  part? 

Mr.  New.  I  live  at  the  Chastleton  Apartments. 

The  Chairman.  Sixteenth  Street? 

Mr.  New.  Sixteenth  and  K. 

The  Chairman.  Are  you  employed  by  the  Shipping  Board  or 
Fleet  Corporation  i 

Mr.  New.  I  am. 

The  Chairman.  In  what  capacity. 

Mr.  New.  As  assistant  to  the  general  comptroller. 

The  Chairman.  That  is  your  title,  is  it? 

Mr.  New.  That  is  my  title. 

The  Chairman.  What  particular  part  of  the  work  do  you  per- 
form ? 

Mr.  New.  Tender  mv  section  comes  the  credit,  the  construction 
insurance,  budiret,  and  general  miscellaneous  correspondence. 

The  Chair.man.  To  whom  do  you  report? 

Mr.  New\  To  Mr.  Tweedale. 

The  (^HAiRMAN.  Hr)w  long  have  you  held  that  position? 

Mr.  New.  I  have  been  with  the  Fleet  Corporation  since  Decem- 
ber, 1917. 

The  Chairman.  Well,  what  position  did  you  have  when  you  went 
there  in  December,  1917? 

Mr.  New.  Credit  manager. 

The  Chairman.  So  vou  have  had  this  position  since  December, 
1917? 

Mr.  New.  Mv  title  has  chan<rcd  since  that  time. 

The  CiiAiR^iAN.  Well,  I  mean  this  work. 

Mr.  New.  Yes. 

The  Chairman.  You  have  done  the  same  work?  ' 

Mr.  New.  ^'es. 

The  Chairman.  AVith  different  titles? 

Mr.  New.  Yes. 

Tlie  Chairman.  How  lon<r  were  you  known  as  credit  managerl 

Mr.  New.  Probably  until  June,  1918.  Then  a  new  credit  manag^ 
was  appointcMl.  I  was  made  assistant  comptroller.  The  credit  J^ 
partment  still  came  under  my  direction. 

The  Chairman.  Who  was  the  new  credit  manager. 

Mr.  New.  Mr.  K.  F.  Atkins. 

The  Chairman.  Did  you  have  occasion  at  one  time  to  make  an 
invest! <rat ion  of  the  Downey  Shipbuilding  Corporation  or  the 
Providence  Eiifrmeerini^  Cori)oration? 

Mr.  New.  I  did  of  the  Providence  Engineering  Corporation;  not 
of  the  Downey  Shipbuilding  (Corporation. 

The  Chairman.  When  was  this  brought  to  your  attention?  And 
hv  whom  ? 
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New.  It  was  brought  to  my  attention  in  February,  the  early 
)f  Februa^,  by  a  memorandum  from  the  Contract  Division, 
X  that  the  Frovidence  Engineering  Corporation  had  a  proposal 

the  building  of  certain  tugs. 

i  Chairman.  You  sav  a  memorandum.     That  was  a  between- 
memorandum? 

.  New.  Interoffice  memorandum;  yes,  sir. 
?  Chairman.  And  what  did  you  do,  Mr.  Xew? 
.  Xew.  I  caused  an  investigation  to  be  made  of  the  Providence 
leering  Corporation. 
;  Chairman.  Were  you  told  what  the  contract  contemplated? 

New.  Yes. 
5  Chairman.  The  amount  of  it,  and  so  forth  ? 
.  New.  Yes. 

?.  Chairman.  Was  that  contained  in  the  memorandum  ? 
.  New.  It  was. 

?  Chairman.  Who  was  in  charge  of  the  contract  division  that 
^ht  that  to  your  attention  ? 

.  New.  I  think  Mr.  Underwood  was  the  manager  at  the  time, 
iferring  to  this  I  can  tell  [indicating  file]. 

e  Chairman.  Yes ;  you  may  refer  to  an>i:iring  you  have  there 
le  purpose  of  refreshing  your  recollection. 
.  New.  The  first  information  I  had  was  from  a  memorandum  of 
>ntract  division,  signed  by  G.  S.  Radford,  contract  manager. 
5  Chairman.  Is  that  a  memorandum  or  a  telegram  ? 

New.  It  is  a  memorandum,  dated  February  11,  1918. 

Chairman.  Was  he  in  Washington  then  ? 

New.  He  was. 

Chairman.  "Can  you  read  what  that  memorandum  says?  Is  it 
f  memorandum? 

New.  Yes;  very  brief. 

amlum  for  the  auditing  division. 

L  :  Providence  Engineering  Corporation,  tinancial  statement. 

corporation  is  in  receipt  of  a  proposal  from  tlio  above-named  company 
>  construction  of  six  seagoing  steel  tugs  at  a  price  of  $270,000  each, 
advise  me  as  to  the  tinancial  standing  of  the  above  ttrm,  with  reference 
advisability  of  entering  into  a  contract  with  them. 

5  Chairman.  Signed  G.  S.  Radford? 

Xew.  Signed  G.  S.  Radford,  manager,  contract  division. 
i  Chairman.  And  what  did  you  sa}^  the  date  of  that  is,  Mr. 

.  New.  February  11,  1918. 

B  Chairman.  Did  you  personally  make  an  investigation  of  this 

idence  Engineering  Corporation? 

.  Xew.  I  personally  caused  an  investigation  to  be  made;  yes. 

3  Ch^virman.  What  did  you  ascertain? 

.  New.  Do  you  mean  what  I  got  in  the  way  of  information  on 

3  Chairman.  Yes,  sir;  on  this  company,  as  a  result  of  this 
randum  and  the  investigation. 

New.  I  got  reports  from  the  mercantile  agencies,  both  Brad- 
's and  Dun's,  and  then  I  got  our  district  auditor,  who  was 
d  at  Boston,  to  give  us  a  financial  report  on  that  company, 
t  Chairman.  Well,  what  did  you  find? 
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^fr.  New.  I  found  that  the  company  was  very  weak  financially,  hri 
very  little  W()rkin<r  capital;  that  from  the  repoit  of  the  auditor thw! 
had  no  plant  except  one  that  was  rented — that  is,  no  plant  in  thetj 
own  name — and  that  their  working  capital  was  vary  small,  andthMJ 
over  a  period  of  a  short  time  prior  to  that,  when  they  were  makiBf 
shells,  I  believe,  for  some  foreign  Government,  they  were  oixratiiif! 
at  a  deficit  of  soniethin<r  less  than  $10,()(X). 

The  CiiAiKMAN.  Were  all  tiie  reports  that  you  received  about  this | 
concern  unfavorable? 

Mr.  New.  I  <rot  no  unfavorable  reports,  except  that  they  were  weik 
financiallv. 

The  (  JiAiKMAx.  Well,  did  you  o:et  any  other  reports  besides  finan- 
cial reports? 

^fr.  N^EW.  No. 

The  Chaikmax.  Did  vou  get  a  report  from  anybody  there  who 
said  they  had  examined  the  plant  and  the  organization  aiurper- 
sonnel,  and  found  them  to  be  m  good  shape,  competent  and  capable 
of  perfomiing  the  contract? 

^Ir.  New.  The  duty  of  determining  the  advisability,  or  the  plant 
location  and  physical  ability  to  carry  out  a  contract,  was  up  to 
another  department.  AVe  interchanged  communications  regarding 
those  things,  and  it  was  determined  at  that  time  that  they  had  no 
shipbuilding  plant. 

The  Chairman.  By  this  other  department  it  was  determined? 

^fr.  New.  Yes:  and  also  by  my  co versa tion' with  Mr.  Hussey,  who 
was  j^resident  of  the  Providence  Engineering  Corporation. 

The  Chairman.  Well,  they  got  the  contract,  did  they  not? 

Mr.  New.  Thev  did. 

The  Chairman.  And  they  built  the  tugs? 

^fr.  New.  They  did. 

The  Chairman.  AVhere? 

Mr.  New.  I  understand  at  Kyle  &  Purdy's  plant  the  hulls  were 
built:  the  Providence  Engineering  Corporation  built  the  machinerv. 

The  CiiAiKMAN.  Where  is  Kyle  &  Purdy's  plant? 

Mi\  New.  Somewhere  on  Long  Island,  1  think. 

The  Chairman.  Did  you  ascertain  whether  or  not  Mr.  Walk* 
Downey  was  interested  in  this  concern? 

Mr.  New.  I  knew  Mr.  AVallace  Downey  w^as  interested  in  the 
concern. 

The  Chatkman.  To  what  extent? 

ilr.  New.  Well,  to  the  extent  that  he  had  advanced  them  a  certain 
amount  of  cai)ital — a  certain  amount  of  money. 

The  Chahjman.  Do  you  know  how  much? 

Mr.  New.  Ves:  somewhere  in  the  neighborhood  of  $45,000  at  the 
time  that  this  rejmrt  was  made. 

The  Chahoian.  To  whom  did  you  make  your  report  as  to  the 
financial  weakness  of  this  concern? 

Mr.  New.  Under  date  of  February  26  I  wrote  a  memorandum  to 
the  Contract  Division,  attention  of  !\Ir.  Radford. 

The  Chauoian.  Is  it  a  very  lengthy  communication? 

Mr.  New.  Two  pages. 

The  Chairman.  Well,  what  is  the  substance  of  it? 

Mr.  New.  The  sul:i^tance  of  it  is  that  we  found  the  Providence 
Engineering;  Corporation  weak  fiTxaxvemWj  ^  aud  that  they  had  prac- 
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ally  no  working  capital  to  finance  the  contract,  and  that  the  credit 
p^artment  would  not  undertake  to  approve  their  financial  standing. 
riie  Chairman.  Did  you  make  any  subsequent  investi^tion  of 
«n? 

Mr.  New.  Yes. 

The  Chairman.  How  did  that  come  about? 

Mr.  New.  It  came  about  in  this  way :  That  at  that  time,  in  fact 
>m  the  time  that  this  proposal  was  first  brought  to  our  attention. 
B    representative,   Mr.    Ilussey,   of   the    Providence    Engineering 
^rporation,  came  to  our  office  quite  a  number  of  times  to  discuss 
e  matter,  and  to  ask  what  could  be  done  to  obtain  the  contract,  in 
e  way  of  strengthening  his  financial  condition. 
The  Chairman.  He  discussed  it  with  you  ]>ei*sonally? 
Mr.  New.  Quite  a  number  of  times :  yes.    T  also  think  that  on  one 
more  occasions  he  discussed  it  jointly  with  Mr.  Bender  and  myself. 
The  Chairman.  Mr.  Bender  was  the  auditor? 
Mr.  New.  The  general  auditor. 

The  Chairman.  Well,  what  took  place?     You  made  a   further 
ivestigation  ? 

Mr.  New.  During  the  course  of  these  conversations  we  explainerk 
)  Mr.  Hussey  that  our  investigation  showed  his  company  to  be 
eak.  and  the  report  was  to  the  effect  that  he  had  no  banking  con- 
ections,  with  which  to  procure  capital,  and  we  asked  to  make  some 
rrangement  to  show  more  working  capital  in  his  company.  He 
)lfl  me  that  he  was  arranging  for  working  capital  with  a  local  bank. 
The  Chairman.  Yes.  What  else  took  place?  What  followed  that, 
ft^r  he  told  vou  that? 

Mr.  New.  It  came  about  that  he  did  arrange  for  working  capital 
ith  the  Commercial  National  Bank  of  Washington. 
The  C^HAiRMAN.  Then  who  arranged  for  it? 
Mr.  New.  Mr.  Hussey. 

The  Chairman.  Mr.  Hussey  arranged  for  it  ? 
Mr.  Xew.  Mr.  Hussey. 
The  Chairman.  How  much? 
^Ir.  Xew.  $125,000  was  the  ultimate  amount. 

The  Chairman.  How  did  vou  satisfv  vourself  that  he  had  made 
at  arrangement? 

Mr.  Xew.  T  asked  Mr.  Sands  to  show  that  this  arrangement  had 
^n  made.  About  this  time  was  the  first  time  T  ever  met  Mr.  Cranor, 
hose  name  has  been  mentioned  here  to-day.  He  came  down  to  my 
Rce— :Mr.  Sands  having  told  me  this  before— that  he  had  arranired 
ifs  credit — came  down  to  mv  office  and  told  me  that  Mr.  Sands  had 
rreed  to  furnish  the  Providence  Engineering  Corporation  this 
edit,  and  asked  me  to  call  Mr.  Sands  on  the  phone,  which  T  did. 
r.  Sands  said  that  he  had  arranged  for  this  credit,  and  would  send 
a  letter  confirming  that  statement. 
The  Chairman.  Did  he  send  you  a  letter? 
Mr.  New.  He  did. 

The  Chairman.  Have  you  got  the  letter  there? 
Mr.  Xew.  I  have. 

rhe  Chairman.  Can  vou  read  it?  i       x  i- 

M[r.  New,  May  I  say  that  Mr.  Sands  sent  me  a  letter  that  I  did  not 

ept? 
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The  Chairman.  Yes.    This  is  the  letter  you  are  going  to 
now  ? 

Mr.  Xi:w.  No:  I  liave  not  the  letter  that  I  did  not  accejH. 

The  Chairman.  What  did  you  do  with  it? 

Mr.  New.  It  was  returned  to  Mr.  Sands. 

The  Chairman.  Why  did  you  not  accept  it? 

Mr.  Nfav.  Because  it  showed  that  the  credit  extended  was  by 
Sands,  and  not  bv  the  Commercial  National  Bank.     Our  underst« 
in^  at  all  times  was  that  the  credit  was  to  be  extended  by  the  Commff* 
cial  National  Bank,  and  that  is  who  we  wanted  to  extend  the  credittel 
the  ccmtractor. 

The  Chairman.  No  then,  Mr.  New,  did  you  get  this  letter  whickl 
you  would  not  accept,  prior  to  Mr.  Cranor  coming  to  your  office  mil 
asking  you  to  call  Mr.  Sands  up  on  the  telephone? 

Mr.  NTew.  I  think  not,  sir.  I  think  that  it  was  after  that;  I  think 
possibly  the  same  afternoon. 

The  Chairman.  You  got  this  letter,  which  you  would  not  accept 
after  vou  had  asked  Mr.  Sands  to  send  vou  a  letter  telling  vou  that 
the  credit  had  been  arranged? 

Mr.  New.  Yes,  sir. 

The  Chairman.  Now,  do  you  remember  the  date  that  vou  jrotthit 
letter? 

Mr.  New  .  It  was  evidently  either  the  14th  or  15th  of  March.  It 
was  either  the  same  day  that  I  got  this  letter  or  the  day  before  I  got 
this  letter. 

The  Chairman.  Do  you  know  the  dat^  the  contract  was  sij^rned! 

Mr.  New.  Yes;  I  know  the  date  of  the  contract;  I  do  not  know 
the  date  it  Avas  signed. 

The  Chairman.  What  is  the  date  of  the  contract? 

Mr.  New.  My  recollection  is  March  14. 

The  Chairman.  After  you  got  the  letter  which  you  would  not 
accept,  did  you  talk  with  Mr.  Sands? 

Mr.  NEW^  No. 

The  Chairman.  With  whom  did  you  talk? 

Mr.  New\  I  talked  with  a  representative  of  the  Providence  Engi- 
neering Corporation,  either  Mr.  Hussey  or  Mr.  Cranor,  in  my  office. 
They  were  there  on  this  business. 

The  Chairman.  Did  you  tell  them  you  had  received  this  letter 
from  Mr.  Sands,  which  was  unsatisfactory? 

Mr.  New\  I  did. 

The  Chairman.  Did  you  ask  them  to  arrange  about  another  letter! 

Mr.  New.  I  did. 

The  Chairman.  And  then  did  you  subsequently  get  the  other 
letter? 

Mr,  New  .  When  I  told  them  that  I  would  require  another  letter, 
and  not  accept  Mr.  Sanfls's  guarantee  in  a  personal  capacity,  they 
asked  me  what  kind  of  a  letter  I  would  accept;  and  1  dictated* 
jotting  on  a  plain  piece  of  paper  and  had  it  written  oflF  on  the  type- 
writer, of  which  this  is  practically  a  copy,  this  letter  of  March  15. 

The  Chairman.  Will  you  read  the  letter  of  March  15? 

Mr.  New^  (reading)  : 

Washington,  D.  C  Mari'h  15,  WS. 
Credit  Manager,  Emergency  Fleet  CJorporation. 

Mr.  Kelley.  Excuse  me,  Mr.  C\i^\TTCiaw\  \^  tlds  the  first  letter? 
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The  Chairman.  Did  you  get  a  telegram  from  anybody  in  co 
tion  with  the  matter? 

Mr.  New.  I  got  a  telegram  from  the  Globe  Indemnit}^  Co. 
date  of  March  23, 1918,  to  the  effect  that  the  bonds  had  been  issued 

The  Chairman.  How  much  was  that  bond,  do  you  know? 

Mr.  Xew%  Yes,  sir;  $285,000. 

The  Chairman.  Ten  percent? 

Air.  New.  Ten  per  cent  of  the  gross  contract  price. 

The  Chairman.  Do  you  know^  how  it  happened  that  the  conti 
was  made  for  $285,000  each,  when  the  first  information  3^ou  recei 
was  that  it  was  to  be  for  $270,000? 

^Ir.  New.  I  do  not,  sir. 

The  Chairman.  And  do  vou  know  how  it  happened  that  the  num- 
ber of  tugs  was  increased  from  7  at  $270,000  to  10  at  $285,000  f 

Mr.  New.  I  do  not,  sir. 

The  Chairman.  You  know  nothing  about  that? 

Mr.  New.  That  was  a  contract  division  matter. 

The  Chairman.  Do  you  know  anything  about  anybody  receiviugt 
commission  or  a  payment  for  establishing  this  credit? 

Mr.  New.  I  know  nothing  about  that,  and  never  heard  of  that  until 
T  read  it  in  the  newspapers  since  your  committee  has  been  in  session. 

The  Chairman.  Did  you  ever  have  any  conversation  with  Jlr. 
Sands  about  this  matter? 

Mr.  New.  I  did  not,  except  over  the  phone  at  the  time  I  m«i- 
tioned. 

The  Chairman.  Did  you  ever  see  any  report  from  anybody  with 
reference  to  this  plant,  outside  of  your  own  division,  a  report  fur- 
nished I)y  anv  other  division? 

Mr.  New.  Yes. 

The  Chairman.  Have  you  a  cop}^  of  it? 

Mr.  New.  No.  ^ 

•The  Chairman.  ^A'hen  did  you  see  it? 

Mr.  New.  AI>out  the  time  this  was  being  negotiated. 

The  Chairman.  About  this  line  of  credit? 

Mr.  New.  May  1  change  that  a  little — I  do  not  know  that  I  saw 
an  actual  written  report.  I  had  information  from  other  diAisions 
that  the  tugs  were  to  be  built  at  Kyle  &  Purdy's  plant,  and  that  the 
engines  were  to  be  built  at  the  Providence  Engineering  Corporation. 

The  CiiAiiiMAN.  Kyle  c^  Purely *s  plant  is  at  City  Island,  is  it  not! 

Mr.  New.  I  think  so. 

The  Chairman.  And  the  Providence  Engineering  plant  was 
^vhere^ 

Mr.  New.  At  Providence. 

The  Chairman.  lUiode  Island^ 

Mr.  New.  Khode  Island. 

Tlie  Chairman.  They  did  have  a  plant  their  sufficient  to  construct 
engines,  did  they  ^ 

Mr.  New.  After  they  made  certain  plant  improvements;  they  had 
not,  to  my  knowledge,  constructed  engines  before. 

The  Chairman.  How  does  this  line  of  credit  which  you  insisit^ 
upon  before  you  favorably  reported  on  their  financial  condition 
compare  with  other  lines  of  credit  required  on  the  part  of  other  per- 
sons doing  business  with  the  Fleet  Corporation? 

Mr.  New.  You  ask  how  does  it  compare? 
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he  Chatbman.  Yes,  sir;  in  amount. 

Cr.  New.  Why,  where  concerns  put  in  propositions  for  the  build- 
of  ships,  an  investigation  was  made  as  to  their  financial  resources, 
in  event  that  they  did  not  show  sufficient  working  capital  we 
iriably  tried  to  make  them  obtain  same. 
Tie  Chairman.  That  is  how  it  compared? 
Ir.  New.  Yes. 

'he  Chairman.  Well,  Mr.  New,  while  you  were  in  that  position, 
you  ever  have  any  corporation  or  shipbuilding  company,  or  any 

er  company,  who  were  seeking  a  contract  with  the  Shipping 

ird  or  the  Fleet  Corporation,  upon  whom  you  had  reported  that 

y  were  financially  weak  ? 

Ir.  New.  If  I  have  any  company  like  that  and  did  report  their 

dition  ? 

lie  Chairman.  Outside  of  this  one? 

fir.  New.  Yes,  sir:  quite  a  number  of  them. 

[Tie  Chairman.  Did  they  subsequently  make  arrangements  for 

incial  credit?  ^ 

At.  New.  Where  the  contract  was  let — yes. 

rhe  Chairman.  They  would  make  the  arrangements  before  the 

itract  would  be  let?  "' 

Hr.  New.  Yes,  sir;  some  of  them. 

Fhe  Chairman.  In  those  instances,  how  did  the  line  of  credit 

lich  thev  established  to  improve  their  financial  condition  compare 

th  the  line  of  credit  that  the  Providence  i^^ngineering  Co.  estab- 

led,  which  j^ou  approved  ? 

^Ir.  New.  I  do  not  know  just  how  to  answer  that. 

^'he  Chairman.  Well,  was  this  the  usual  credit  which  you  re- 
red  before  you  would  approve  a  recommendation  for  a  contract 

le  let,  about  10  i^er  cent;  that  is  to  say,  $125,000  on  a  $2,850,000 

tract — was  that  the  usual  reauirement  as  to  credit? 

Ir.  New.  There  was  no  fixea  percentage  that  was  asked;  it  was 

)gether    according   to   what  their   financial   statements   showed. 

len  an  investigation  was  made  a  report  was  given  us.     There  was 

fixed  percentage. 

lie  Chairman.  What  was  their  financial  condition  at  the  time 

t  you  reported  that  they  were  financially  weak ;  how  much  money 
they  have  on  hand,  now  much  did  tney  owe,  what  was  their 

ance,  and  just  what  was  their  condition? 

Ir.  New.  Taking  it  from  the  report  of  our  district  auditor? 

'he  Chairman.  Yes,  sir. 

Ir.  New.  In  the  letter  that  I  wrote  to  the  contract  division,  under 

e  of  F'ebruarv  26,  which  I  will  now  ask  you  to  let  me  read  into 

record  ? 

'he  Chairman.  Yes,  sir.    Will  you  read  it  slowly  so  that  the 

lographer  can  get  it  ? 

Ir.  New.  I  will.     (Reading.) 

Fkhruary  2(J,  1918. 

eiiioraiiduni  to  contract  division :  Attention  of  Mr.  Uadfonl,  Providence 
iiitH^rinK  To.,  rn>vidence,  U.  I.     Financial  standing. 

hat  was  the  caption  of  it. 

iM-cordance  with  your  nicinoran<lnin  of  the  11  instant,  we  have  caused  to  be 
r-  iin  investigation  of  tlie  afTairs  of  tlie  Providence  KnjrineerinK  Company. 

177068— 20— PT  7 37 
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From  the  infornmtlon  we  have  asaenihled  we  can  not  undertake  to  appi 
tho  (inancinl  standing  of  this  company.     Our  opinion  Is  based  upon  the  foIto»l| 
in^  facts :  |t 

Their  l)alance  sheet  as  of  Januar>'  31,  1918,  the  same  having  been  v* 
by  "ur  district  auditor,  shows: 

As.sets : 

Cash $8,4801 

Accounts  receivable 7,817. 

Inventories 18,3901 


1. 
-1 


T(»tal 34,4»1 

Liabilities: 

(Capital  stock dUOtttl 

A<*<'ounts  payable 44,172.81 


Total 44,471«i 


Deficit a974Slj 

Of  the  above  liabilities  $41,460.51  is  due  to  Mr.  Wallace  Downey,  whom  w | 
understand  Is  to  be  paid  by  the  capital  stock  of  the  Providence  Engine  ringOi: 

We  understand  that  the  Providence  Engineering  Co.  was  promo  ed  by  Mt' 
Walla(»e  Downey,  of  the  Downey  Shipbuilding  Co.,  and  was  organized  in^ 
cenil)er.  11)1<),  with  an  authorised  capital  of  $500,000.  of  \j'hich  $300  at  |ir 
value  has  been  issued  at  the  time  of  our  investigation.  We  understand  tlal 
during  the  curren  months  the  title  to  the  plant  prpi)erty.  which  had  fonneriy 
been  leased  from  Mr.  Wallace  Downey  at  an  annual  rental  of  $12,200,  wtf 
passe<l  to  the  Providence  l^'ngineering  Co.,  and  that  Mr.  Downey  is  to  recelw 
capital  stock  in  payment  of  this  property.  Our  district  auditor  states  that  the 
assessed  value  of  this  plant  on  June  30,  1917,  was  $172,940,  while  from  tbe 
Pr(»vidence  EFigineering  Co.  we  learn  that  the  asses.sed  value  as  of  Febmary, 
19 IS,  was  $4.^1,505,  and  against  this  property  a  mortgage  amounting  to  j 
$150,000  is  of  record. 

From  an  unauthentic  .source  we  have  heard  that  if  the  pending  contract  1* 
granted  i  is  the  purpcise  of  the  Providence  Engineering  Co.  to  have  the  hnlb 
built  by  Kyle  &  i'urdy,  the  Providence  Engineering  Co.  only  furnishing  engioa 
and  machinery  in  connection  with  the  contract. 

As  tbe  Providence  Engineering  Co.  is  comparatively  a  new  company,  we 
miderstand  that  no  banking  credit  has  been  established,  and  we  have  no  in- 
formation as  to  b<»w  they  will  obtain  any  financial  assistance  beyond  our  con- 
tract paymeirs. 

CsEorr  Manages. 


The  Chaikman.  You  thought,  after  talking  with  Mr.  Hussey 
Mr.  Cranor  and  receiving  these  reports  from  your  district  auditor 
in  Boston,  that  if  they  establish  any  credit  of  $125,000  that  that 
would  make  them  fianancially  strong? 

Mr.  New.  T  thoui^ht  it  would  increase  their  working  capital. 

Tho  (^HAiKMAN.  To  the  extent  of  $125,000. 

Mr.  New.  Yes. 

The  Chairman.  And  that  with  that  increase  in  capital  you  felt 
that  they  would  be  financially  able  to  carry  out  the  contract  involving 
the  construction  of  10  tugs,  the  total  contract  price  of  which  was 

$2,sr>().()()(). 

Mr.  New.  Yes;  considering  the  fact  that  they  were  to  be  paid 
money  as  the  ship  construction  progressed,  under  the  terms  of  the 
contract. 

The  Chairman.  They  were  to  be  paid  $2,850,000  before  any  con- 
struction progressed,  were  they  not? 

Mr.  New.  Within  80  days  after  the  signing  of  the  contract  they 
were  to  be  paid  that? 

The  Chairman.  Yes,  before  any  c(mstruction  progressed. 
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MM^*  Nbw.  Before  it  was  necessary  for  them  to 

^'^rLe  Chaibman.  Yes,  sir.    Did  you  ever  have  any  other  case  just 
*lar  to  this  where  you  made  a  like  report? 

New.  What  do  you  mean,  please,  Mr.  Walsh,  bv  a  "like 

Chairman.  Did  you  ever  have  any  case  similar  to  this  where 
wei'e  financially  weak,  the  financial  statement  showed  small 
great  liabilities,  and  you  required  the  establishment  of  finan- 
credit  in  some  similar  sum? 

"Mr.  New.  Yes,  sir. 
The  Chairman.  Many  others? 

^  Mr.  New.  Quite  a  few. 

-The  Chairman.  When  you  learned  that  Mr.  Wallace  Downey  was 
in  this  concern  and  would  probably  be  very  heavify  in- 
jd  in  the  concern,  did  you  make  any  investigation  of  his  hnan- 
^  .  standing  or  rating? 
^Ifr.  New.  I  knew  that  we  had  a  contract  with  the  Downey  Ship- 
i?Wlding  Corporation,  of  which  Mr.  Downey  was  the  leading  spirit. 
gillie  Chairman.  Yes.  But  this  was  an  individual  interest  of  Mr. 
Jwowney's  in  the  Providence  company,  was  it  not? 

Jfcr.  New.  Yes. 
-fc^The  Chairman.  It  was  not  a  subsidiary. of  the  Downey  Ship- 
wiildinfi:? 

Mr.  New.  In  no  way,  as  I  understand  it. 

The  Chairman.  Did  vou  make  anv  investigation  of  his  financial 
*«iiding? 

Mr.  New.  No. 

The  Chairman.  And  that  is  the  only  investigation  you  made  of 
*ke  Providence  Engineering  Co.,  on  which  you  at  first  based  your 
^port  that  they  were  financially  weak? 

Mr.  New.  Yes. 

The  Chairman.  And  afterwards  upon  being  informed  that  this 
'^'i^it  had  been  established,  you  recommended  that  they  were  in  a 
position  financially  to  carry  out  the  contract  ? 

Mr.  New.  We  -had  in  the  meantime  gotten  reports  on  Kyle  & 
J^Urdy,  who  were  indirectly  into  the  contract :  in  other  words,  would 
^  subcontractors  for  the  Providence  Engineering  Corporation. 

The  Chairman.  Is  that  a  Downey  corporation  ? 

Mr.  New.  Not  to  my  knowledge. 
.     The  Chairman.  Did  vou  find  anv  interest  of  Mr.  Wallace  Downey 
m  the  Kyle  &  Purdy  plant  ? 

Mr.  New.  I  think  not. 

The  Chairman.  Or  any  of  the  officers  of  his  concern? 

Mr.  New.  Not  to  my  knowledge;  I  can  not  answer  that  positively, 
^^\it  not  to  my  knowledge. 

The  Chairman.  You  say  that  you  did  not  know  that  this  arrange- 
^^ent  which  was  to  establish  this  credit  involved  the  payment  of  any 
^H)mmission  to  anybody  until  after  it  was  brought  out  in  the  hearings 
^f  this  committee? 

Mr.  New.  I  did  not. 

The  Chairman.  Did  you  keep  track  of  the  progress  of  payments? 

Mr.  New.  No,  sir. 

The  Chairman.  That  is  not  a  part  of  your  work? 
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« 

Mr.  New.  That  was  not  a  pai*t  of  my  functions.    The  pay 
were  made  through  our  Boston  office  at  that  time«  later  tl 
the  New  York  office,  when  the  Boston  office  was  closed. 

The  Chairman.  Was  there  any  request  made  of  you  throojdii 
memoranchmK  letter,  telegram,  telephone  conversation,  or  othei 
for  vou  to  make  a  further  investic:ation  as  to  the  financial  sti 
of  this  company  dunn^  the  progress  of  the  contract. 

Mr.  New.  Durinc  the  progress  of  the  contract? 

The  Chairman,   i  es. 

Mr.  New.  I  am  not  sure,  but  I  think  there  was. 

The  ('iiAHJMAN.  Have  you  got  the  re-jwrt  of  that  here? 

Mr.  New.  I  liave  two  imports  here — two  audit  reports  of  the  Proitj 
dence  Engineering  Co. 

The  CiiAiKMAN.  What  do  they  show  as  to  its  financial  conditionll 

Mr.  New.  This  was  after  the  contract  was  let? 

The  CiiA  iiMAN.  Yes,  sir:  during  the  work  under  the  contract. 

Mr.  New.  I  am  not  familiar  with  what  they  do  show  at  the  moAj 
I  liave  not  gcme  into  them  for  quite  some  w^hile. 

The  Chairman.  Did  vou  ask  for  anv  further  credit  to  l)e  estib- 
lished  i 

Mr.  New.  No. 

The  Chairman.  As  »  i*esult  of  these  auditors'  i'ei)orts? 

Mr.  New.  No. 

Th.e  CiiA'i::\iAN.  Do  you  know  whether  any  arrangement  was  later 
iiKide  Tor  strengthening  their  line  of  credit? 

^U\  New.  Not  to  my  knowledge. 

The  C"AM?MAN.  Do  vou  know  wliether  other  ci'edit  was  trans- 
fencMl  {loni  that  hank  to  some  other  banking  institution? 

Mr.  Vi  w.  Not  to  my  knowledge. 

The  Chaihman.  You  were  not  called  upon  to  look  into  that  matter 
of  passing  upon  whether  new. credit  should  be  established  elsewhere! 

Mr.  New.  Only  in  event  that  they  had  asked  for  some  further 
finan<  ii)<i  outside  of  the  teims  of  their  contract,  then  T  might  hatt 
been  raUed  upon  to  do  that. 

'i'he  Chaikman.  Now.  do  you  recall  whether  they  were  asked  for 
some  finnneing  outside  of  the  terms  of  their  contract? 

M».  New.  I  think  they  did.  although  I  can  not  i-ecall  at  this  mo- 
ment wliether  that  is  true  or  not. 

The  Chaihmax.  If  they  did,  you  made  a  further  investigation! 

Mr.  New.  I  would  have  probably  done  so;  yes. 

'I'he  Chairman.  Do  you  know  fnmi  any  investigations  you  have 
made  of  tlie  financial  standing  of  any  concern  w4iich  was  seeking 
to  serine  a  contract  with  the  Shipping  Board,  or  which  had  seaired 
a  (ontract  with  the  Shipping  lioard,  and  wa^  performing  work 
under  that  contract — whether  it  was  customary  for  such  a  concern 
to  pay  commissions  to  anybody  for  the  purpose  of  assisting  in  estab- 
lishing credits 

Mr.  New.  It  was  not  the  custom,  to  my  knowledge,  and  had  a 
case  come  to  my  attention  it  would  have  been  reported  to  the  proper 

authorities. 
The  Chairman.  Who  would  you  consider  the  proper  authorities 

to  report  it  to.  Mr.  New? 

Mr.  New.  At  the  time  of  the  letting  of  this  contract,  I  would  haw 
cojfsidered  Air.  Bender,  the  genertA  «L\3Ld;\\»T^\»  ^Vvom  I  reported. 
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*lie  Chairman.  You  never  heard  of  anything  of  that  sort  in  con- 

tion  with  this  transaction? 

Ir.  New.  No,  sir. 

^he  Chairman    Did  Mr.  Ci  anoiv  or  Mr.  Hussev  tell  vou  that  Mr. 

xds  was  to  be  paid  anythin*?.  or  that  the  bank  was  to  be  paid 

^hing  for  certifving  this  credit? 

Ir.  New.  Tliey  Aid  not. 

^he  Chairman.  Have  you  seen  any  account  or  audit  of  the  af- 

rs  of  this  corporation  at  any  time  which  indicate  to  you  that  they 

pay  some  money  for  establishing  this  credit? 
^Ir.  ^EV%*.  I  have  seen  an  item  wfw'li  was  referred  to  in  the  report 
it  you  gaye  Mr.  Tweedale  this  afternoon. 
The  Chairman.  You  have  seen  an  item? 
Mr.  New.  Yes. 

rhe  Chairman.  Does  that  indicate  to  you  that  somebody  received 
nething  for  establishing  that  credit  ? 

Mr.  New.  It  indicates  to  me  that  tliev  paid — may  T  look  at  it  t 
The  Chairman.  Certainly;  refresh  your  recollection  by  refeiring 
anything  you  have  there. 

Mr.  New  (referring  to  documents).  This  [ indicating!  is  a  copy  of 
esame  report,  I  understand.    The  item  reads  "  partial  payment  for 
rnishing  and  guaranteeing  financial  credit  and  w^orkiiig  caj)ital." 
The  Chairman.  How  much? 
Mr.  New.  $10,(K)0. 

TRe  Chairman.  That  which  you  have  just  read  is  in  a  report  of 
auditor  ? 

Vlr.  New.  Yes,  sir. 

The  Chapman.  By  whom  was  the  report  signed? 
tfr.  New.  By  Mr.  Veck;  I  think  senior  resident  auditor  is  his  title. 
The  Ch*\ikman.  Senior  resident  auditor  where? 
^Ir.  New.  I  assume  that  he  was  resident  au<litor  at  the  Providence 
gineering   Corporation's   plant,   i^r   district   office    representative 
•e.  • 

The  Chajijman.  Did  Mr.  Boiling  ever  talk  to  you  about  this  par- 
ihir  corporation? 

iilr.  New.  Do  vou  mean  at  the  time  that  this  was  let? 
The  Chairman.  At  any  time. 
At.  New.  He  had  never  talked  to  me  about  that  until  reports  came 

in  the  papers  in  which  he  was  implicated. 
The  Chairman.  lentil  these  hearings  were  in  progress? 
ilr.  New.  Yes;  and  the  reports  came  out  in  the  newspapers  in 
ich  his  name  was  mentioned. 

?he  Chairman.  That  is  just  within  a  week  or  10  days. 
ir.  New.  It  has  been  talked  about  since  that  time. 
lie  Chairman.  But  he  never  spoke  to  you  about  it  at  the  time  the 
otiations  were  in  progress? 

Ir.  New\  I  did  not  know  Mr.  Boiling  at  the  time  negotiations 
•e  in  progress. 

^'he  Chairman.  Has  Mr.  Sisler  ever  spoken  to  you  about  this 
;ter? 

Ir.  New.  I  do  not  think  that  I  have  ever  spoken  to  Mr.  Sisler  in 
life,  except  just  to  say  "How  do  you  do."  I  do  not  think  that 
ly,  as  a  matter  of  fact,  I  have  ever  been  introduced  to  Jlr.  Sisler, 
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l)ut  we  kni'w  t»a<h  other  l)y  reason  of  l>ein^  connected  witli  the 
corporation.  ~ 

The  Chairman.  You  have  become  acquainted  from  seeinjr 
other  frefjuently  in  the  offices  down  there? 

Mr.  \kw.  Yes,  sir. 

The  CiiAiKMAN.  Has  anybody  else  employed  by  the  Fleet  Corpoii-| 
tion  asked  you  to  report  favorably  or  sought  to  get  you  to  make  i 
favorable  report  on  this  matter  in  order  that  this  contract  mij^it 
awarded? 

Mr.  Xkw.  No,  sir;  the  contract  division  at  the  time  the  investij 
tioiis  were  going  on,  were  asking  me  to  make  a  rei>ort,  so  that 
action  could  be  taken  cm  the  contract.    That  was  only  in  the 
of  business,  and  in  the  hurrying  to  completion  either  one  wayortlnj 
other,  as  1  took  it. 

The  ('haikman.  I  understand  you.     But  what  I  meant  was, 
anybody  outside  of  the  ccmtract  division  or  inside  of  the  contndj 
division  seek  to  influence  you  to  make  a  favorable  rei)ort  on  tte 
l>arti('ular  nuitter? 

Mr.  Xkw.  Not  at  all:  not  at  all,  sir. 

1  he  CriAiRMAX.  Did  you  make  any  investigation,  Mr.  New, tostt 
how  this  credit  was  actuallv  arranged  in  the  Ccmimercial  National 
Bank  after  the  recei})t  of  this  letter  from  Mr.  Sands? 

Mr.  Ni:w.  No,  sir. 

The  Chairman.  Do  you  usually  accept  letters  from  officers  of  the 
bank  practically  underwriting  or  guaranteeing  contracts  up  to  i 
certain  amount,  without  a  vote  of  the  board  of  directors  attached  to 
the  cf)nnnunicatioii  ? 

Mi-.  Nkw.  I  do  not  recall  but  several  occasions  wdiere  we  have  had 
banks  to  iznarantee  a  contra<*tor  credit.  In  those  cases  I  dirt.  I 
accepted  the  letter  from  the  bank  as  a  guarantee  by  the  bank,  and 
dill  not  «ret  a  resolution  of  the  board  of  trustees  or  board  of  directors. 

The  CiiAiiJMAX.  You  sav  you  recall  several  cases  in  which  von  had 
a  letter  from  an  officer  of  the  bank  establishing  a  line  of  credit? 

Mr.  New.  Yes,  sir. 

The  Chairman.  And  ycm  do  not  recall  a  single  instance  in  which 
you  secured  a  resolution  of  the  board  of  directors? 

Mr.  New.  No;  I  do  not  recall  such  an  instance. 

The  CiiAiKMAX.  Are  you  satisfied  that  this  letter,  signed  by  the 
vice  president  of  the  bank,  was  adequate  protection  to  the  Fleet  Cor- 
j)oration,  without  a  vote  of  its  board  of  directors? 

Mr.  New.  WhA\  I  am  satisfied  that  the  bank  is  obligated  to  that 
credit  1)V  this  letter  which  we  have  in  our  possession;  yes. 

The  (haikmax.  And  that  the  vice  president  of  the  bank  had 
authority  to  obligate  his  bank  to  that  extent? 

Mr.  New.  An  officer  of  a  corporation,  according  to  my  understand- 
ing— the  corporation  is  responsible  for  his  acts,  within  the  scope  of 
his  authority. 

The  CiiAiiJMAN.  Within  the  scope  of  his  authority.  Now,  do  you 
know  whether  this  was  within  the  "scope"  of  the  vice  president's 
authority  ^ 

Mr.  New.  I  accei)ted  this  as  a  letter  of  the  bank,  signed  by  the  vice 
president. 

The  Cii AIRMAN.  Yes,  sir.  But  did  you  know  when  you  accepted 
it  that  it  was  within  the  **  seo\)e"  vA  \\\^  v\w\\vc^Y\tY? 
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3W.  I  can  not  say  that  I  did. 

EiXEY.  What  is  the  exact  name  of  the  concern  that  received 

ract? 

sw.  The  Providence  Engineering  Co.  or  Corporation. 

ELLEY.  Which  is  it  ? 

Ew.  Corporation. 

ELLEY.  Was  there  not  a  Providence  Engineering  Co.  pre- 

\e  Providence  Engineering  Corporation  ? 

sw.  If  there  was  1  do  not  recall  ever  having  seen  it. 

ELLEY.  Is  it  not  possible  that  reports  such  as  you  have  there 

ut  the  Providence  Engineering  Co.,  whefeas  you  were  deal- 

the  Providence  Engineering  Corporation? 
3w.  No,  sir. 

ELLEY.  It  is  not  possible? 
sw.  No,  sir. 

ELLEY.  Suppose  it  should  occur  in  looking  into  this  that  the 
ice  Engineering  Corporation  succeeded  the  Providence 
•ing  Co.,  a  much  stronger  institution.    Might  you  not  be 

as  to  the  company  you  were  investigating? 
EW.  I  can  conceive  such  a  thing  bemg  possible,  but  not  in 
icular  case. 

ELLEY.  You  sent  out  to  the  Boston  district  for  the  report 

> 

r 

i:w.  Yes.  sir. 

ELLEY.  Here  is  the  telegram  that  Mr.  Radford  sent.     You 
any  record,  I  suppose,  of  inquiries  that  he  made  ? 
EW.  No;  except  as  a  matter  of  general  information  in  the 
do  not  know  whether  I  have  ever  seeni  that  telegram  or 
I  have  not. 

ELLEY.  If  you  had  any  information  about  the  standing  of 
Dany  would  you  know  about  it? 
iw.  It  should  have  been  submitted  to  me. 
SLLEY.  Why  should  he  wire  out  at  all  about  it? 
:w.  You  would  have  to  ask  Mr.  Radford  that. 
SLLEY.  I  know,  but  I  am  talking  about  the  policy  in  vogue 
me. 

EW.  The  responsibility  for  our  establishing  the  financial 
of  the  bidder  was  up  to  the  credit  department. 
ELi^Y.  Here  is  the  telegram  dated  the  12th  of  February, 
led  by  Mr;  Radford,  and  sent  from  Washington,  D.  C,  ad- 

0  C.  S.  Bookwalter.  115  Broadway,  New  York.  Who  was 
ter? 

•:w.  Bookwalter  Avas  a  representative  of  the  Fleet  Corpora- 

hink  his  title  was  district  manager. 

;lley.  He  had  charge  of  all  this  great  district? 

jw.  Of  the  construction  end  of  the  proposition. 

Eij^Y.  I  am  referring  to  page  2394  of  the  stenographic 

Rce  Is  In  receipt  of  proposal  from  Providence  Engineering  Corpora- 
•ovldence,  R.  I.,  covering  construction  of  six  ocean-going  steel  tugs, 

1  length,  the  hulls  to  be  built  at  the  Kyle  &  Purdy  plant  at  City 
Y.,  the  engines  in  their  own  plant.  Please  investigate  both  these 
report  by  wire  of  equipment,  organization,  etc.,  with  recommendation 
abUity  to  carry  out  the  proposed  work. 

RADIX)BD. 
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Now,  the  answer  came,  in  substance,  quoting  from  a  paragnjB^ 
which  pves  the  ^ist  of  the  answer  [reading]  :  ^m 

The  I'rovidcncc  Enpineerinp:  Corpf>ratlon  Is  admirably  situatecl  and  no 
will  Ik»  equippo<l  to  do  the  class  of  work  that  will  be  required  If  they  receive 
(^mtract,  and  the  writer  believes  that  they  will  be  In  a  |>o8ltioii  to  make 
lent  deliveries,  and  that  their  tools  and  equipment  Is  far  above  the  an 
The  shippinj?  facilities  are  excellent.    They  have,  as  before  stated,  a  Riding 
tile  New  Haven  road,  and  there  are  three  steamship  lines  running  to  NewYj 
which  leaves  their  docks  near  this  plant.    There  Is  no  doubt  in  the  mindnf 
writer  that  if  they  re<*eive  the  contracts  they  will  be  able  to  give  them  pi 
attention  and  that  they  will  give  satisfactory  performance. 

Wliat  would  you  have  thought  if  you  had  had  those  reports  at 
time  this  was  under  consideration? 

Mr.  Xf:w.  I  presume  tluit  those  are  from  a  construction  standpoint 

Mr.  Kelley.  Well,  if  a  corporaticm  had  a  fine  plant  and  a  gool 
organization  and  were  admirably  situated  and  had  fine  tools 
were  far  above  the  average  in  equipment,  it  would  not  have  been i 
great  stretch,  would  it,  for  the  Shipping  Board  to  have  supplied  I 
little  money  for  them  to  do  business  on,  would  it? 

Mr.  Xew.  The  contracts  do  provide  the  money. 

Mr.  Kelley.  Yes:  you  have  done  that  in  hundreds  of  cases. haw 
you  not? 

Mr.  Xew.  Yes. 

Mr.  Kelley.  Why  did  you  not  do  it  in  this  case? 

Mr.  Xew.  My  information — and  I  think  it  can  be  borne  out  bj 
your  own  investigations — is  that  the  Providence  Engineering  Cor- 
poration had  a  plant  at  Providence  which  was  equipped  to  mantt- 
facture  engines  and  machinery,  but  had  no  shipbuildmg  plant  1 
got  my  information  on  the  subject  from  the  president  and  genem 
manager  of  the  Providence  Engineering  Corporation ;  and  that  i^ 
was  the  purpose  to  build  the  hulls  at  the  Kyle  &  Purdy  plant. . 

Mr.  Kelley.  What  was  wrong  about  that? 

Mr.  New.  Nothing  at  all,  except  that 

Mr.  Kelij-^y  (interposing).  How  did  that  injure  the  situation? 

Mr.  New.  It  would  not  injure  it. 

Mr.  Kelley.  Why  hold  up  their  contract  because  of  that  fact! 

Mr.  New.  They  snowed  no  working  capital. 

Mr.  Kelley.  If  they  had  a  good  plant 

Mr.  New  (interposing).  They  had  to  pay  the  Kyle  &  Purdy  Co* 
for  the  progress  as  earned ;  it  necessarily  would  have  to  be  a  sub- 
contract for  the  building  of  the  hulls. 

Mr.  Kelli':y.  Now,  Mr.  New,  when  a  company  of  this  kind  has 
fine  equipment,  and  the  report  is  that  they  make  excellent  deliveries- 
and  Mr.  Radford  was  so  wired — do  you  know  any  reason  why  he 
should  not  have  told  you  that  it  would  be  all  right  to  go  ahead  wit! 

this  contract? 

Mr.  New.  I  was  simply  investigating  the  financial  condition  c 
the  company  and,  of  course,  their  plant.  Their  plant  site  had  to\ 
with  their  financial  condition. 

Mr.  Kelley.  You  have  approved  of  credit  for  a  great  many  credi 
when  they  dicl  not  have  any  working  capital  to  speak  of;  and  n 
only  that,  but  when  they  dicl  not  have  any  plant  or  equipment,  tii 
the  Government  was  to  advance  the  whole  capital  oi  the  conce 
That  is  no  uncommon  thing,  is  it? 


SHIPPING  BOARD  OPERATIONS.  3097 

w.  Yes.  that  is  rather  an  uncommon  thing. 

Li^ET.  "Rather  an  uncommon  thing"? 

sv.  Yes. 

LX.EY.  You  were  in  the  credit  department  when  Philip  Sloan 

ntract  ? 

kV.  I  was  not,  no,  for  which  I  am  very  glad  to  be  able  to  say. 

LLEY.  Were  you  in  the  credit  department  when  the  Clyde 

1  California,  got  their  contract? 

w.  The  Clyde  Co.  ? 

LL£Y.  That  is  not  the  exact  name — Pacific  Coast  Shipbuild- 

i  the  name. 

vi.  Yes,  sir ;  I  think  I  was. 

LLEY.  Ilow  much  capital  did  they  have? 

w.  I  could  not  tell  you  that  without  refreshing  my  recol- 

LLEY.  They  did  not  have  a  dollar. 

IV.  They  did  not  have  a  dollar. 

iXEY.  They  did  not  have  a  plant,  did  they  ? 

w.  I  think  it  was  a  new  company. 

LLEY.  They  did  not  have  any  organization? 

w.  I  do  not  know. 

LLEY.  The  man  at  the  head  of  it  was  a  real  estate  man  in 

cisco,  was  he  not,  with  no  experience  and  no  credit  in  San 

i;  and  he  still  got  a  contract,   did   he   not,   approved  by 

sion  ? 

:w.  I  do  not  know  that  the  contract  was  approved  by  my 

LLEY.  It  must  have  been.     You  had  to  approve  all  of  them, 

ot? 

w.  I  did  not  approve  every  contract. 

LLEY.  Some  were  let  without  your  approval  ? 

w.  They  were. 

LLEY.  "f  his  might  have  been  one  of  those. 

w.  This  may  have  been  one  of  those. 

LLEY.  Where  is  Mr.  Radford  now,  do  you  know  ? 

sv.  I  do  not. 

LLEY.  Do  you  know  whether  or  not  it  was  customary  for 

sometimes  exact  enormous  commissions  to  establish  credit 

;  concerns  ? 

w.  I  have  never  heard  of  any  such  custom. 

LLEY.  You  do  not  know  of  any  other  case  except  this  one, 

^ou  have  learned  of  recently? 

w.  Yes,  sir. 

I.XEY.  You  consider  this  an  enormous  commission,  do  you 

w.  For  a  $100,000  credit  ? 
LLEY.  For  a  $100,000  credit. 
w.  Absolutely  preposterous. 
LLEY.  Absolutely  preposterous? 
sv.  Yes. 

LLEY.  As  soon  as  this  contract  was  signed,  how  much  did 

Corporation,  under  its  contract,  turn  over  to  this  company? 

w.  The  contract  provided  we  were  to  pay  them  $285,000 

days  from  the  signing  of  the  contract,  ait^t  t\\«^  \v^  ^>^<» 
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up  a  bond,  which  bond  was  to  gniarantee  that  the  funds  so  paid  wen 
to  be  spent  only  in  labor  and  material  for  the  prosecution  of  this  cm 
tract  and  for  the  faithful — the  lx>nd  covered  the  faithful  perfoni 
ance  of  the  contract. 

Mr.  Kelley.  If  this  company  was  willing  to  put  up  a  l)ond,fi 
did  you  put  them  to  the  further  necessity  of  establishing  a  credtt! 

Air.  Xew.  That  bond  did  not  protect  us  for  anything  except  tl 
j^roj^er  application  of  the  initial  payment,  and  for  them  to  proper! 
perform  the  contract. 

Mr.  Kelley.  What  more  did  you  want? 

Mr.  New.  We  wanted  them  to  have  some  working  capital. 

Mr.  Kelley.  Do  3'ou  know  of  any  reason  why  they  should  not  ha 
been  advanced  some  working  capital  by  the  Fleet  Corporation? 

Mr.  Xew.  Xo:  I  think  of  no  reason  why  they  should  not. 

Mr.  Kelley.  Xo.  But  that  was  not  done;  and  they  had  togo^ 
I'.nd  make  this  private  arrangement  bv  which  they  were  to  have $12 
()()()  credit,  for  which  they  paid  $40,000? 

Mr.  Xew.  '^'^es,  sir. 

Mr.  Kelley.  It  has  never  come  to  your  attention  that  anybody » 
of  til  is  sjune  ''ompany  in  any  other  case  was  obliged  to  <lo  the  a 
things 

Mr.  Xew.  Paid  an  enormous — it  has  never  come  to  my  atteni 
that  this  company  or  any  other  company  with  whom  I  had  dealii 
paid  M  commission,  you  might  say.     T  assume  they  obtained  a 
of  (  redit:  they  all  paid  the  usual  discounts  for  money. 

Mr.  Kelley.  If  you  had  advanced  them  $100,000,  or  if  you 
sim|)ly  given  them  the  $285,000  under  their  contract,  they  could  I 
gon(^  alioad  and  handled  this  all  right? 

Mr.  Xew.  I  do  not  knoAv  whether  they  could  or  not,  Mr.  Kelle} 

^Ir.  Kelley.  Vou  furnished  them  the  steel,  did  vou  not.  under 
contract  i 

Mr.  Xew.  The  contract  provided  for  that. 

Mr.  Kelley.  So  they  did  not  have  to  buy  much  material? 

Mr.  Xew.  The  (lovernment  furnished  the  material. 

Mr.  Kelley.  But  you  just  stuck  on  the  pay  roll;  would  not 
nish  them  a  little  working  capital,  although  they  had  a  good  p 
well  organized,  fine  shipping  facilities,  and  everything  all  in  j 
shape. 

Mr.  Xew.  I'ou  say  they  had  a  fine  plant? 

Mr.  Kelley.  I  am  jii^^t  reading  from  the  report. 

Mr.  Xew.  I  say,  from  my  information,  that  the  Providence 
ginecriiig  Co.  had  no  shipbuilding  plant. 

Mr.  Kelley.  The  contract  division  had  information  to  the 
trarv — those  w^ho  were  to  let  the  contract  had  information  t< 
contrary. 

Mr.  Xew\  What  are  the  facts? 

Mr.  Kelley.  Well,  Avhat  are  the  facts?  Is  not  this  report  rel 
from  Mr.  Bookwalfcr? 

Mr.  X^EW.  I  do  not  know  the  report,  and  therefore  can  not  giv< 
timony  on  it. 

Mr.  Kelley.  Did  you  not  ask  Mr.  Radford  for  all  reports  th 
had  in  his  divisi(m? 

Mr.  Xew.  You  mean  in  connection  with  this  particular  cont 
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3Cr.  Kellet.  Yes. 

]M[r.  New.  I  do  not  know  that  I  did  ask  him  for  anv  particular 

^formation  on  this  contract.    He  asked  me  for  financial  information. 

Mr.  Kellet.  Do  you  remember  whether  the  desire  on  the  part  of 

be  contract  division  was  that  this  contract  should  be  let  or  should 

tot  be  let? 

-Mr.  New.  Whether  it  was  the  desire  ? 
-Ttf  r.  Kelxey.  Yes;  that  it  should  be  let  or  should  not  be. 
Mr.  New.  I  knew  the  contract  division  wanted  to  let  contracts 
^r  tuffS. 
Mr.  Kelxey.  Yes:  but  did  they  want  to  let  this  contract? 
Mr.  New.  I  could  not  tell  you. 

Mr.  Kelley.  In  talking  with  vou,  did  they  discourage  the  ().  K. 
**^  their  credit,  or  did  they  not  talk  with  you  about  it  at  all  i 
,^^Mr.  New.  Oh,  yes;  they  talked  to  me  about  it  a  numl)er  of  times. 
y«ey  neither  discouraged' — they  influenced  me  in  no  way  at  all  that 
■^  can  recall. 

Mr.  Kei.ley.  You  do  not  know  i 

Mr.  New.  They  offered  no  influence  at  all  that  I  can  recall.  The 
^^ntract  division  was  anxious  to  let  tug  contracts  at  the  time  to 
"^Putable  c<mcerns. 

Mr.  Kelley.  And  Mr.  Radford  had  the  information  that  this  was 
*^ch  a  concern  and  would  not  advance  the  little  working  capital, 
although  after  this  credit  had  been  arranged  you  were  willing  to 
•^Vance  them  $285,(K)0  right  away;  that  is  the  fact,  is  it  not? 

Mr.  New.  The  usual  terms  of  a  lump-sum  contract  were  10  per 
^^'^t  within  30  days  after  the  letting  of  the  contract.  This  contract 
provided  for  those  terms. 

Air.  Kelley.  Do  you  know  whether  the  Commercial  Bank  recpiired 
^h€*se  people  to  put  this  $285,0()()  right  into  the  C'onimer  ial  Bank 
*s  a  deposit  ? 

Mr.  New.  I  do  not. 

Mr.  Kelley.  Would  not  that  come  under  your  jurisdiction  to  in- 
quire just  how  they  were  going  to  handle  these  funds!? 

Mr.  New.  No;  that  is 

Mr.  Keli.ey  (interposing).  That  would  be  under  whose 

Mr.  New  (interposing).  Under  the  terms  of  this  contract,  the 
•irxoney  was  paid  to  the  contractor. 

Mr"  Kelley.  He  could  deposit  it  where  he  liked,  so  far  as  you  are 
'^ncerned  i 

Mr.  New.  Where  he  pleased,  yes. 

Mr.  Kelley.  AVas  not  that  $285,000  bond  (piite  a  large  bond  for 
^  contract  of  this  kind  ? 

Mr.  New.  No:  not  where  there  was  the  initial  advance. 

Mr.  Kelij:y.  Did  you  alwavs  require  that  ? 

Mr.  New.  ''Always"  would  cover  a  good  deal  of  territory  in  that 
question. 

Mr.  Keli.ey.  Yes  and  no.  Did  everybody  have  to  put  up  such  a 
)K>nd  as  that  where  you  advanced  such  money? 

Mr.  New.  Ordinarily. 

Mr.  Kelley.  I  know,  but  did  eveiybody? 

Mr.  New.  You  can  not  expect  me  to  answer  that. 

Mr.  KeiJxEY.  Yes,  I  can. 


3100 


SHIPPING   BOARIt  OPERATIONS. 


> 


Mr.  New.  No:  you  can  not. 

Mr.  Kkli.ey.  Why  ( 

ilr.  New.  Because  I  am  not  prepared  to  answer  it. 

Mr.  Kelley.  But  so  far  as  you  know,  did  everybody  who  got 
advance  payment  put  up  a  bond  for  the  faithful  haiidlin^  of  thj 
money  i 

Mr.  New.  Where  it  was  not  put  into  a  controlled  account  in 
name  of  the  Emerj^ency  Fleet  Corporation,  every  case  that  I  knowl 
of  a  ])ond  was  required. 

Mr.  Kelf.ey.  Did  Philip  Sloane  give  a  bond? 

Mr.  Xew.  I  could  not  tell  you. 

Mr.    Keeley.  Did    this   Pacific    Coast    Shipl)uildin<r   Corjwnitic 
Cfive  a  bond  'i 

Mr.  Xew.  I  do  not  know. 

Mr.  Kelley.  Did  Skinner  &  Eddy  give  a  bond? 

Mr.  New.  I  do  not  know. 

Mr.  Kelley.  You  would  know  about  Skinner  &  Edrly,  surely. 
Tliey  built  S5  ships. 

Mr.  Xew.  Yes. 

Ml'.  Kelley.  Did  they  not  give  a  bond? 

Mr.  Xew.  I  do  not  know.  I  could  tell  you  by  referrinsr  to  my 
records,  but  I  did  not  come  here  prepared  to  testify  on  Skinner  4 
E(hly  or  the  Pacific  Coast  Shipbuilding  Co..  and  therefore — ami  I 
passed  on  <|uite  a  number  of  contracts  in  the  course  of  my  duties. 

Mr.  Kelley.  Did  you  approve  of  the  Skinner  &  Eddy  contracts^ 

Mr.  New.  I  do  not  think  that  the  Skinner  &  Eddy  contractus  were 
ever  submitted  to  my  department  for  approval. 

Mr.  Kelley.  How  did  thev  get  by  you?  Did  the  Shipping  Board 
itself  let  these  contracts  without  reference  to  you? 

Mr.  Xi:w.  There  were  a  great  many  higher  officials  in  the  Shipping 
Board — there  were  a  great  matiy  high  officials  in  the  Shipping 
Board 

Mr.  Kelley.  I  am  asking  ycm,  is  that  how  it  is  done? 

Mr.  XE^^'.  There  were  contracts  that  did  not  ccmie  into  the  oretlit 
department  until  after  the  conti^acts  were  signed. 

The  Chaihm.\x.  Will  you  look  at  this  financial  statement  that  you 
read  into  the  record,  Mr.  Xew,  once  more,  please,  and  see  if  this  is 
headed  "Providence  Engineering  Corporation*'  or  "  Providence  En- 
gineering Co. ''  ? 

Mr.  Xew.  You  mean  tlie  one  our  district  auditor  rendered? 

The  Chaikm.vx.  At  Boston:  yes. 

Mr.  Xew.  All  right  [examining  report],    I  would  be  glad  to  fur- 
nish you  a  coj)y  of  this;  T  have  a  signed  copy  and  an  unsigned  copy. 

The  Chaikmax.  I  think  we  would  like  to  have  a  copy,  althouj^ 
you  have  read  it  into  the  record. 

Mr.  X"ew.  T  read  into  the  record  a  rfeum^  that  I  made  of  this. 

The  Chairman.  Oh.  yes. 

Mr.  X^EW.  But  the  figui*es  are  here  and  substantiate  the  figuwB 
which  I  read. 

The   Chairman.  The  resume  that   you   read,  was  that  headed 
''  Providence  Engineerinir  Corporation  "  ? 

Mr.  New.  Providence  Engineering  Co. 

The  Chairman.  Company? 
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Mr.  KeijJ':y.  I  should  think  you  would  know.     You  know  all 
your  chief  knows,  do  you  not?     [Laughter.] 

Mr.  New.  I  <lo  not  aspire  to  that.     [Laughter.] 

Mr.  Kelley.  I  know  that  is  quite  a  contract,  but  still  I  am  pi 
well  satisfied  that  you  are  in  touch  with  things  up  there  pretty  we 
and  that  if  anything  happened  to  the  chief,  you  would  know  whttfr] 
to  find  things  pretty  well. 

Now,  has  it  come  to  your  knowledge  in  any  way,  as  assistant  cornel 
troUer,  that  any  corporation,  this  one  or  any  other,  has  paid  exoAi-| 
tant  connnission  to  hanks? 

Mr.  Xew.  It  has  not. 

Mr.  Kelley.  Mr.  Cranor  tried  to  get  this  contract  through,  didnt 
he — tried  to  get  the  approval  of  it  with  you? 

Mr.  Xew\  Mr.  Cranor  came  to  my  office  a  few  days  before  thecoa- 
tract  was  approved  from  a  financial  standpoint. 

Mr.  Kelley.  Just  a  few  days? 

Mr.  New\  Just  a  few  days  is  my  recollection  of  it,  the  first  tin* 
I  ever  met  him — I  do  not  think  I  ever  met  him  but  twice  during  the] 
])rocess  of  these  negotiations;  I  think  he  called  on  me  one  time  before 
the  day  that  he  came  to  my  office  and  asked  me  to  call  Mr.  Sands  wifli 
reference  to  this  matter. 

Mr.  Kelley.  He  was  not  very  industrious,  was  he,  in  trying  togei 
this  contract  approved?  I 

Mr.  New.  You  will  have  to  ask  Mr.  Cranor  that;  I  do  not  know. 
He  niav  have  been  as  busy  as  a  bee;  J  do  not  know. 

Mr.  Kelley.  If  he  appeared  there  once 

Mr.  Xew-    (interposing).  Twice. 

Mr.  Kp:lley.  Twice? 

Mr.  XEW^  Once  and  possibly  twice. 

Mr.  Kelley.  And  that  right  at  the  last? 

Mr.  Xew.  Yes,  sir. 

Mr.  Kelley.  To  tell  you  that  Mr.  Sands  would  furnish  the  neces- 
sary credit? 

Mr.  Xew.  Yes,  sir. 

Mr.  Kelley.  And  that  is  the  only  time  he  showed  up  there  to  get 
these  contracts  through? 

Mr.  Xew.  Those  are  the  only  two  times  that  he  showed  up  in  my 
office,  to  my  recollection. 

Mr.  Kelley.  Did  vou  hear  Mr.  Sands's  testimony  the  other  day 
here,  that  C^ianor  was  to  get  $15,000  out  of  this  $40,000? 

Mr.  Xew.  1  did  not  hear  the  testimony;  I  read  it  in  the  newspapers- 
1  was  not  here  to  hear  the  testimony. 

Mr.  Kelley.  But  you  are  sure  that  he  did  not  try  to  put  thiscon- 
tract  through  until  after  or  about  the  time  that  Sands  wrote  the  let- 
ter, excepting  that  he  appeared  there  once  before? 

Mr,  Xew.  Xo,  sir:  I  am  not  sure  what  he  may  or  may  not  have 
done.     I  am  telling  you  what  he  did  with  reference  to  my  department 

Mr.  Kelley.  That  is  wliat  I  say,  he  was  there  once?* 

Mr.  Xew.  Yes:  once  or  twice. 

Mr.  Kelley.  li'ou  wc^h*  the  one  that  w^as  holding  this  contract  up? 
were  you  not  ? 

Mr.  Xew.  T  did  not  ajvprove  the  financial  standing  of  the  ProvL 
dence  KnLnneering  Co.  until  I  had  received  this  letter  from  the  Com- 
niercial  Xjitional  Bank. 
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'.  Keixet.  That  was  the  only  thing  that  was  necessary  to  get  it 
rough — the  credit — and  that  you  were  holding  up. 
Aif  r.  New.  I  am  not  sure  on  that  point,  whether  or  not  there  might 
^iF'e  been  objections  from  some  other  division  for  some  other  reason 
-  .not.  I  can  not  answer  that  question.  But  I  make  this  statement : 
V^as  asked  on  February  11  to  investigate  the  matter,  and  it  was  not 
iproved  until  March  15. 

A(r.  Kellet.  Did  it  strike  you  at  all  as  peculiar  that  a  Washington 
with  which  these  people  had  never  done  any  business,  that  that 
should  put  up  the  credit  and  guarantee  the  credit  of  this  com- 

UttV? 

Sir.  New.  Not  exceptionally. 

3lr.  Kelley.  Was  tnat  a  very  cx)mmon  thing  to  happen  ? 

3Ir.  New.  No;  I  can  not  say  that 

Ur.  Kelley  (interposing).  For  an  engineering  company  away  up 
i._Providence,  R.  I.,  to  go  down  to  Washin^jton  among  strangers  to 
credit.    Would  not  that  excite  jrour  suspicion  ? 
Mr.  New.  I  would  not  say  that  it  was  an  ordinary  procedure.    I 
11  at  the  time  that  Mr.  £tussey  told  me  that  he  was  going  to  get  a 
of  credit  at  the  Commercial  National  Bank.    I  asked  him  why. 
Mr.  Kelley.  Yes.    What  did  he  say? 

Mr.  New.  He  said  that  he  had  certain  banking  connections  there 
bit  made  it  possible ;  and  from  my  standpoint^  if  he  could  obtain 
lus  line  of  credit  from  the  Commercial  National  Bank  it  was  satis- 
^■ctory  to  me  from  a  financial  standpoint. 

Mr.  Kelley.  Did  he  say  Mr.  Cranor,  the  financial  agent  of  the 
*nipany,  was  an  old  friend  of  Sands,  and  that  he  thought  they  could 
"it  up  that  way  ? 
^.  New.  He  did  not. 
•*fr.  Kelley.  Did  he  mention  Sands  at  all  in  connection  with  the 

jWr.  New.  He  did  not. 

^^-  Kelley.  Did  you  understand  that  Cranor  was  the  one  who 
g^tiated  the  credit? 

"*^«  New.  I  did  not;  and  I  did  not  know  Mr.  Cranor  until  a  few 
^   \)efore  I  finally  approved  it  from  a  financial  standpoint. 
^^^  Kelley.  This  bank  did  not  really  make  any  loan  at  all,  did 
2I>    to  this  company? 
^^.  New.  They  guaranteed  to  make  a  loan  available  to  them  dur- 

[^•lie  life  of  the  contract,  whether - 

jj:^.  Kelley    (interposing).     The   vice   president  of  the  bank  did  ? 

jjx*.  New.  I  considered  that  the  bank  did  through  its  vice  president. 

^'tf.  Kelley.  But  did  the  bank  ever  put  this  money  where  these 

^J^le  could  use  it? 

^r.  New.  I  do  not  know. 

Mr.  Kelley.  If  they  did  not,  if  they  simply  put  it  in  the  savings 

'Partment,  and  fixed  it  so  that  it  could  not  be  checked  against, 

^  thej'  practiced  a  deception  upon  the  Shipi)ing  Board  ? 

Mr.  New.  Positively. 

Mr.  Kelley.  In  this  report  this  $10,000  note  appears  to  have  been 

^id  out  of  Shipping  Board  money,  does  it  not,  Mr.  New ;  that  this 

^ount  which  was  a  partial  payment,  the  report  recites,  for  estab- 

^hing  credit  to  the  extent  of  $10,000,  was  paid  out  of  the  (Tovem- 

^nt's  fund  ? 
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Mr.  New.  I  can  not  see  that  that  was  the  case.  1^ 

Mr.  Kelley.  Well,  just  tell  me  about  that,  so  I  will  have 
straight  in  my  mind. 

Mr.  New.  The  contract  was  entered  into  with  the  ProvidfwB^ 
Enorineering  Co.,  bj^  which  after  they  had  performed  certain  thills 
under  the  contract,  namely,  the  fumshing  of  a  bond 

Mr.  Kelley  (interposing).  You  were  standing  the  expense  of  tl 
were  you  not  ? 

Mr.  New.  We  were  not. 

Mr.  Kelley.  Is  not   that  charged  up    in    this    Downey   cone 
against  the  Government? 

Mr.  New.  Tlie  cost  of  furnishing  the  bond 

Mr.  Kelley  (interposing).  How? 

Mr.  Xew.  I  do  not  know;  I  do  not  see  that  there  is  an}lhin{| 
charged  up  against  tlio  Government. 

Mr.  Kelley.  Ayiuit  does  that  heading  there  "general  expenses' 
mean — anything  that  is  not  included  in  overhead?  Why  did  thej] 
not  put  that  in  the  overhead  expenses? 

Mr.  Xew.  1  should  think  it  would  Ijelong  in  their  overhead  ex- 
pense. 

Mr.  Kelley.  What  is  the  effect  of  not  putting  it  there;  that  is  whrt 
I  am  getting  at.  It  is  put  down  there  under  the  head  of  direct  pty- 
ment. 

Mr.  Xew.  The  $10,000? 

Mr.  Kelley.  Yes. 

Mr.  Xew.  I  do  not  know^  what  it  means. 

Mr.  Kelley.  Well,  then,  I  feel  very  much  flattered  here.  I  did 
not  know  either.  |  Laughter.]  I  will  let  you  look  at  it  now,  and 
then  tell  me  what  it  means — ''Payment  for  expenses" — let  me  md 
it  to  you. 

Ah*.  Xew.  May  I  follow  you  with  one  I  have  here. 

Mr.   Kelley.  Yes;  if  you  have  one.     At  the  bottom   [reading]: 

TlifMc  jirc  st'vonil  oirrics  chnr^rfd  to  cxpfus**  oii  the  batiks  of  the  Pn>vl(l«irt 
Kii.i;iiiotMin^'  Co.,  and  c-ivdittMl  to  the  account  of  WuUiiiv  Oowuey,  which  I 
iK'licvo  should  h;*  chnr^od  to  their  overhead  nr.d  not  dlivcL.v  to  »  r  ir  (imtraft. 
expense  jK-coiint.  Apr  1.  f<»r  jimoiint  jiHowed  to  Wallace  r>owiiey  by  Iward  (rf 
directors  for  indeimdty  l»ond,  .SsT.S'Jo.  September,  for  s.'rxie*-  *  -  lininimn  of 
tlie  l)ojird  of  directors  nt  .$1.(MH>  a  inontli.  for  six  months,  ^r>,(XK):  Septemher, 
IMirtinl  payment. 

This  is  the  one  that  caught  my  eye  [reading]  : 

F«»r   furnishin;:,  iLniarantt'einj:  finan<'ial  credit  and   workln;;:  capital,  flo.rtlw. 

Mr.  Xkw.  Yes. 

Mr.  Ki:lli:y.  I1iat  is  the  month  that  the  $10,(KX)  note  was  paidt 

Mr.  Ni:w.   Yes. 

Mr.  Kklij:y.  What  efl'ect  does  that  bookkeeping  have  on  the  Gov- 
ernment ( 

Mr.  Ni:w.  J  agree — I  am  not  an  accoimtant  or  an  auditor — I  agree 
wilh  the  auditor's  statement  that  it  should  be  imder  overhead  ex- 
p(»nses. 

Mr.  Kkll::y.  What  effect  does  it  have?  WHio  is  going  to  pay- 
that  is  what  T  am  interested  in — that  is.  Sands. 

Vv.  Xi:w.  It  had  alicady  been  j)aid  at  this  time. 

Mr.  Kellky.  Rv  whom  ^ 


8HIFPIK0  BOABD  OPERATIONS.  3105 

tfr.  New,  By  the  Providence  Engineerinff  .Co. 
Mr.  Kelley.  What  difference  did  that  make  to  the  Government  of 
)  United  States? 

Mr.  New.  What  difference  does  it  make? 
Mr.  Kelley.  Yes. 

Mr.  New.  If  they  did  not  have  sufficient  funds  to  finish  the  con- 
ict  it  would  make  a  wonderful  difference  to  the  corporation. 
Mr.  Kelley.  That  is  the  idea  exactly. 

Mr.  New.  If  they  did  have  sufficient  funds  to  live  within  this 
ntract  it  is  none  of  our  business. 

Mr.  Kelley.  If  everjrthing  came  out  all  right  at  the  finish  it  would 
it  make  any  difference. 
Mr.  New.  Not  a  bit. 

Mr.  Kelley.  But  if  you  had  to  settle  and  sustained  a  loss,  this 
lonev  haWng  been  paid  out,  the  (lovernment  would  lose  it;  is  that 

L£ht? 

Mr.  New.  If  the  Government  gave  them  anything  in  excess  of  the 
cmtract,  if  the  Government  did  not  force  them  to  live  within  the 
ttms  of  the  contract,  that  was  an  expense  that  should  not  have  been 
Uowed. 

Mr.  Kelley.  Do  you  think  the  situation  as  it  exists  as  to  this  com- 
Miy — the  allowing  of  it — was  in  any  way  detrimental  to  the  Gov- 
imient? 
Mr.  New.  I  do  not  see  where  the  Government — if  this  contract 

3rks  out 

Mr.  Kelley  (interposing).  I  am  saying  "as  it  stands."    This  war 

over  now,  and  we  are  settling  up  and  everything  is  stopped.  As 
is  contract  has  worked  out,  if  those  items  are  charged  as  this  ac- 
imtant  says  they  are  charged,  how  does  that  prejudice  the  G^ov- 
nment  ? 

Mr.  New.  Not  at  all. 

Mr.  Kelley.  Then,  why  did  you  agree  with  the  accountant  that 

should  be  charged  to  some  other  account  ? 

Mr.  New.  From  an  accountant  standpoint. 

Mr.  Kelley.  That  would  not  make  any  difference,  if  the  money 
as  not  to  be  paid. 

You  are  familiar  enough  with  the  affairs  of  this  company  to  know 
»  would  not  make  any  difference  which  way  these  accounts  were 
ept,  would  it  ? 

Mr.  New.  It  is  something  we  have  nothing  to  do  with  as  long  as 
ley  lived  within  the  contract. 

Mr.  Kelley.  As  a  matter  of  fact,  is  it  not  true  that  this  concern 
nd  the  others  were  down  here  in  November — the  Downey  Shipbuild- 
ig  Corporation — for  claims  aggregating  large  sums  of  money  against 
le  Government,  which  are  still  unsettled? 

Mr.  New.  What  are  you  asking  about  now— the  Downey  or  the 

rovidence? 

Mr.  Kelley.  Let  us  take  this  one. 

Mr.  New.  I  understand  that  the  Downey  Shipbuilding  Co.  ha^^e 

rge  claims  a^inst  the  United  States  Shipping  Board  Emergency 

eet  Corporation. 
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Mr.  Kelley.  And  dp  some  of  those  claims  grow  out  of  the  hd, 
that  they  have  had  to  pay  enormous  coimnissions  elsewhere  for  esUU 
lishing  credit?  »  j 

Mr.  New.  I  do  not  know. 

Mr.  Keli^y.  How  could  you  find  that  out? 

Mr.  New.  By  the  audit  that  has  been  made  of  the  Downey  Shif 
building  Co.  operations. 

Mr.  Kelley.  Will  you  undertake  to  find  out  about  that? 

Mr.  New.  Will  I  undertake  to  find  out  about  that? 

Mr.  Kelley.  Yes ;  and  report  to  the  committee  some  time  in  Wdi 
inffton,  in  order  to  see  what  is  the  matter  with  this  concern? 

Mr.  New.  I  will  do  that ;  yes,  sir. 

Mr.  Kelley.  About  this  company? 

Mr.  New.  Althou^^h,  I  should  say  that  to  make  that  report  tlu 
you  ar^  requesting,  you  should  call  another  witness  rather  tha 
myself. 

Mr.  Kelley.  Will  you  see  that  the  proper  person  is 

Mr.  New  (interposing).  Subpoened? 

Mr.  Kelley.  No.  I-^et  us  know  who  it  is,  if  you  are  not  the  rigl 
one. 

Mr.  New.  Yes.  I  should  say  that  the  proper  oarty  to  call  for  th 
evidence  would  be  the  district  comptroller  in  New  York,  the  tx) 
st ruction  division. 

Mr.  Kelley.  Have  you  not  grot  all  the  data  in  Washin^on? 

Mr,  New.  Yes,  sir. 

Mr.  Kelley.  What  is  the  use  of  coming  up  to  New  York  for  it 
why  not  get  it  right  there  ? 

Jtlr.  New.  Do  you  not  prefer  getting  your  information  from  t 
source  in  which  it  originates?  Ii  I  report,  I  will  report  from  infc 
mation  that  I  obtained  from  him,  if  I  give  evidence  of  it.  Howevi 
if  vou  want  me  to  do  it,  I  will  give  it. 

Mr.  Kelley.  Is  not  the  information  that  you  are  going  to  setl 
on 

Mr.  New  (interposing).  That  I  am  going  to  settle  on? 

Mr.  Kelley.  When  I  say  "you"  I  mean  the  Shipping  Boa 
always. 

Mr.  New.  I  assume  it  is,  if  that  is  the  information  the  settleme 
may  be  based  on. 

Mr.  Kelley.  That  ought  to  be  good  enough  for  us,  should  it  no 

Mr.  New.  Yes.    I  do  not  know  that  the  final  figures,  howevt 

are  in. 

Mr.  Kelley.  If  you  will  supply  that  to  us,  we  will  assume  it  is  i 
right ;  and  also  as  to  this  company  ? 

Mr.  New.  Yes. 

Mr.  Kelley.  That  will  clear  it  all  up. 

Mr.  New.  Yes. 

The  Chairman.  Do  you  know,  Mr.  New,  whether  the  Providec 
Engineering  Corporation  has  large  claims  pending  against  the  G( 
ernment  for  cliiin«:es  and  extras? 

Mr.  New.  Mr.  Walsh,  I  will  have  to  answer  that  in  a  general  wi 
My  understanding  is  that  they  have  a  claim  for  changes  and  extr 
in  the  designs  ot  the  ships;  that  is  my  understanding.  I  can  i 
give  you  definite  and  direct  testimony  on  that. 
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Mr.  Cranor.  I  knew  Mr.  Sisler — that  is,  I  would  recognize 

The  Chairman.  Did  vou  have  occasion  to  visit  ofi^ials  of 
Shipi)in<r  Board  in  connection  with  a  contract  of  the  Downey 
building  Corporation  or  the  Providence  Engineering  Corporatiool 

Air.  Cranor.  Well,  I  saw  Mr.  Hurley. 

The  Chairman.  Yes,  sir.    Now  wliat  about,  Mr.  Cranor? 

Mr.  Cranor.  I  saw  Mr.  Hurley  about  a  contract  for  the  Doi 
Shiphuihiing  Co.  and  for  the  Providence  Engineering  Co. 

The  Chairman.  How  many  times  did  you  talk  with  him? 

Mr.  C^RANoR.  Once,  T  believe;  possibly  twice. 

The  Chairman.  That  was  in  1918? 

Mr.  Cranor.   Yes,  sir;  somewhere  possibly  in  February  or  the 
part  of  March:  1  shouhl  say  February,  however. 

The  Chairman.  The  Downey  Shipbuilding  Corporation  alreaJ 
had  a  contract  with  them  at  that  time,  didn't  they? 

Ml'.  Cranor.  Yes:  for  ten  ships. 

The  Chairman.  This  was  about  another  contract? 

Mr.  Cranor    Yes,  sir:  this  is  another  contract. 

Th(»  Chairman.   Were  vou  endeavoring  to  secure  a  contract  or 
you  iliscussing  the  (h»tails  about  a  contract  that  had  l>een  ajrrerf] 
upon  ( 

Mr.  Cranor.  Well,  I  was  trying  to — I  was  doing  l)oth.    I  wasdis-j 
cussing  various  details  in  matters  in  connection  with  the  contnd 
which  was  already  in  existence,  and  endeavoring  to  get  new  busi- 
ness also. 

The  Chairman.  AVere  vou  a  stockholder  in  either  of  those  cor- 
porations  t 

Mr.  Cranor.  No,  sir. 

The  Chairman.  Did  you  get  the  new  business,  and  did  you  a( 
the  details^ 

Mr.  Cranor.  Well,  some  of  them  T  did,  and  some  of  them  I  didnot 

The  Chairman.  Did  you  get  annew  contract? 

Mr.  Cranor.  No,  sir. 

The  Chairman.  What  was  the  reason  for  that? 

Mr.  Cranor.  Well,  I  would  say  that  it  was  l)ecause  h^  had  a  (•en- 
tract  for  10  ships,  none  of  which  had  been  delivered,  and  you  migW 
say  slow  delivery,  1  suppose.  There  was  a  disposition  on  the  partot 
the  board,  I  should  judge,  not  to  give  new  contracts  where  there  wis 
already  existing  contracts  unless  some  of  the  ships  were  l)eing  d^ 
livered,  which  in  this  case  was  not  l)eing  done. 

The  Chairman.  Did  you  make  your  Iieadquarters  in  Washington 
along  about  this  time^ 

^Ir.  Cranor.  I  lived  at  the  AVillard  Hotel  for  about  12  or  U 
months — probably  14  months. 

The  Chairman.  Now,  did  you  have  occasion  to  meet  Mr.  Tucker 
K.  Sands  during  this  period? 

Mr.  Cranor.  Yes,  sir. 

The  Chahoian.  On  what  matters? 

Mr.  Cranor.  Well,  I  had  known  Mr.  Sands  down  at  Richmond, 
my  home,  a  gocxl  many  years  when  he  was  cashier  and  vice  president 
of  the  Bank  of  Richmond:  I  carried  an  account  Aere,  and  sometimes 
borrowed  considerable  money  with  him;  and  was  very  well  acquaintec 
with  him;  and  it  was  perfectly  natural  that  I  should  go  to  see  hin 
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I  went  to  Washington,  and  I  dropped  in  occasionally  to  see 
■t  at  the  bank. 

Phe  Chairman.  Did  he  ever  introduce  you  to  Mr.  Boiling? 
Iidbr.  Cranor.  I  don't  think  so.    I  don't  recall. 
rhe  C'HAinMAN.  Do  yoii  remember  when  you  first  met  Mr.  Boiling, 
;1  by  whom  you  were  introduced? 

Mr.  Craxor.  No,  sir;  I  went  to  his  father's  house,  35  or  40  years 
d;  I  don't  remember;  I  don't  know  whether  I  knew  him  then  or 
fcj  I  don't  think  I  did ;  and  I  don't  remember  very  much  about  where 
lid  meet  him  first  or  when. 

The  Chairman.  Well,  would  you  say  you  had  met  him  before  you 
mt  to  Washington,  in  1918? 

Mr.  Cranor.  I  reckon  so ;  I  don't  know ;  I  don't  recall. 
The  Chairman.  Did  you  have  any  financial  transactions  through 
r.  Sands  during  1918,  while  you  were  in  Washington. 
Mr.  Cranor.  Well,  I  don't  know  whether  I  did  or  not,  I  might; 
itside  of  this  ship  matter,  you  mean? 
The  Chairman.  Yes. 

"Mr.  Cranor.  I  don't  remember,  I  reckon  so;  but  I  don't  remember. 
The  Chairman.  Were  you  representing  any  other  concerns  there 
t  that  time,  Mr.  Cranor  ? 
Mr.  Cranor.  No,  sir. 

The  Chairman.  You  were  just  looking  after  the  interests  of  the 
Wney  concern? 
Mr.  Cranor.  Yes,  sir. 

The  Chair3ian.  The  Downey  Corporation? 
Mr.  Cranor.  Yes,  sir. 

The  C^hairman.  Did  you  ever  offer  anybody  a  commission  or  any 
itti  of  money  for  assisting  in  securing  a  contract  for  the  Downey 
(lipbuilding  Corporation  or  the  Providence  Engineering  Corpora-' 
an? 

Mr.  Cranor.  No,  sir. 

The  Chairman.  Did  you  ever  enter  into  any  arrangements  with 
It.  Tucker  K.  Sands,  Mr.  Lester  Sisler,  Mr.  R.  W.  Boiling,  or  either 
•^  any  or  some  of  them,  whereby  Mr.  Boiling  and  Mr.  Sisler,  or 
ther  of  them,  would  assist  in  securing  a  contract  for  the  Downey 
hipbuilding  Corix)ration  or  the  Providence  Engineering  Corpora- 
on,  and  would  share  in  a  commission  of  some  $40,000? 
Mr.  Cranor.  Xo,  sir. 

The  Chairman.  Did  any  transaction  of  tliat  sort  take  place? 
Mr.  Cranor.  Xo,  sir. 

The  Chairman.  Xever  had  any  discussion  of  anything  like  that? 
Mr.  Cranor.  Xo,  sir. 

The  CHAiR^kiAN.  Did  you  ever  use  Mr.  Sands  to  use  his  influence 
ith  Mr.  Boiling  and  Mr.  Sisler  to  get  a  contract  for  the  Downey 

nipanv  ? 

Mr.  Cranor.  Xo,  sir. 

Tlie  Chairman.  Either  for  them  or  the  Providence  Engineering 

>  « 

Mr.  Cranor.  Xo,  sir. 

The  Chairman.  Or  the  other  shipbuilding  company  ? 

Mr.  Cranor.  Xo,  sir. 

The  Chairman.  Did  you  ever  meet  Mr.  Boiling  in  Mr.  Sands's 

•artment  at  the  Willara? 


3110  SHIPPING  BOARD  OPERATIONS. 

Mr.  Craxor.  I  rather  think  I  did  one  night,  but  I  don't  rem«nl 

The  Chairman.  You  recollect  anything  about  the  occ4ision,l 
Cranor? 

Mr..CRAN()R.  Well,  in  what  way? 

The  Chairman.  About  the  occasion  of  your  meeting  him  tl 
what  you  were  doing  there? 

Mr.  Cranor.  Yes,  sir;  sure. 

The  Chairman.  What  was  the  occasion. 

Mr.  Cranor.  Well,  I  had  a  quart  of  old  liquor,  and  it  was  pi„ 
good,  and  I  could  make  a  pretty  good  toddy,  and  we  were  harii 
some  toddic^s. 

The  Chairman.  It  was  a  social  call? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  No  business  transacted? 

Mr.  Cranor.  No,  sir. 

The  l^iiAiRMAN.  Did  you  ever  meet  Mr.  Sisler  in  there?    YoudHl- 
did  you  not? 

Mr.  Cranor.  I  don't  remember  of  ever  meeting  Mr.  Sisler 
once  in  my  life,  in  some  one  of  the  offices  in  Wahington  where  Jfr, 
Hurley's  office  was.     T  never  was  in  the  house  but  once  or  twice  ii| 
my  life,  and  the  gentleman  appeared,  arid  I  think  I  met  him  intiat 
office. 

The  (^hairman.  Did  Mr.  Downey  ever  come  to  Washington  pe^ 
soiially,  Mr.  Wallace  Downey? 

Mr.  Cranor.  Yes,  sir;  he  came  down  oc<?asionally. 

The  Chairman.  AVas  he  ever  in  Mr.  Sands's  apartment  at  the 
AVillanl^ 

Mr.  Cranor.  T  could  not  tell  vou  cbout  that;  never  with  me. 

The  Chairman.  Never  with  you? 

Mr.  (Cranor.  No,  sir. 

The  Chairman.  When  you  were  there? 

Mr.  Cranor.  No,  sir. 

The  (^iatrman.  Now,  did  you  assist  the  Providence  Enpineenjj? 
Co.  or  ])arti('ii)ate  in  arranging  credit  for  them  to  satisfy  the  credit 
department  of  the  Ship])ing  Board  in  order  that  they  might  get* 
contract  ? 

Mr.  Cranor.  Yes,  sir.  „         .  ,  v  i  •   ♦Kat 

The  (^HAiiniAN.  Now,  will  you  tell  us  ]U§t  what  you  did  inta* 
resi)e(t.  Mr.  Cranor,  beginning  at  the  start  of  the  transaction :  >>no*^ 
v(ui  saw  and  what  arrangements  you  made,  and  what  was  done. 
'    Mr   Cranor.  I  think  T  might  just  tell  you  all  that  I  ^^o^  ^j^-j 
this,  and  then  it  would  set  some  matters  vei^  clearly  before  you  tr<> 
what  1  read  in  the  ])apers. 

The  Chairman.  Yes,  sir.  ^ui.^- 

Mv  Ckanor.  T  went  down  to  Washington  on  the  7th  day  of  ^t)^ 
arv    10 IH      1  didn't  know  anvbodv  much,  never  been  around  >N a- 
iiilrion  much :  took  me  three  oV  four  days  to  get  my  hotel  accommoc^ 
ti(7ns  arranged.     I  went  over  to  the  Senate  and  saw  Senator  1«  . 
Martin  from  Virginia,  and  told  the  Senator  what  I  wanted  to  ^ 
and  T  asked  him  if  he  would  assist  me  or  tell  me  how  to  go  abouC 
a  bit:  and  he  said  he  would  be  very  glad  to  mtroduce  me  to  ^ 
Hnrlev.     And  he  called  up  Mr.  Hurley  and  mtroduced  me  over  C 
])hone   and  told  Mr.  Hurlev  what  I  wanted,  and  he  would  be  v^ 
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,  anything  that  he  could  do,  to  do.  And  made  an  arrangement 
T  me  and  I  went  over  to  see  Mr.  Hurley.  This  is  probably  about 
e  end  of  February. 

Then  I  arrangea  this  contract.     I  had  never  met  Mr.  Boiling  or 
T.  Sisler  nor  Mr.  Sands  about  a  contract.     I  had  not  spoken  tc 
lem  at  all.     I  had  not  spoken  to  Mr.  Sands  about  the  contract  other 
?-4^1iaii  to  say  that  I  was  to  get  one.     And  I  arranged  the  matter.     And 
^^Iter  arranging  it  I  found  from  the  department's  office  that  the 
"  ^1^^"***^'*^  standing  of  'the  Providence  En^meeririg  Corporation  was 
-  ^^ict  satisfactory  to  tlie  auditors  of  the  Shij)ping  noard,  and  I  called 
p-  up  Mr.  Downey  and  told  him  what  was  in  the  way  of  the  consumma- 
tion of  the  order,  and  he  asked  me  if  I  could  not  arrange  that  iu 
Washington,  that  he  hadliad — would  have  to  pay  out  a  good  deal 
'    of  money  here  to  do  it  with  bankers,  possibly  give  up  stock  or  some- 
0^  thimr  of  that  sort,  which  we  didn't  want  to  do.     And  I  said  I  would 
B  Mr.  Sands  and  see  what  I  could  do  about  it. 
I  had  a  talk  with  Mr.  Sands  about  it,  and  as  I  recall,  he  told  me 
M:  *^   he  thought  he  could  arrange  it  for  us  with  several  of  his  bankin<i 
~L;,  friends;  that  he  would  not  like  to  do  that  in  his  own  bank.     And 
^some  few  days  later  he  wrote  a  ])ersonal  letter  to  the  auditor  of  tlu 
Shipping  Boanl,  a  copy  of  which  he  showed  me,  in  which  he  agreec 
to  underwrite  for  $100.(X)0  or  $125,(MK),  whatever  it  was. 
^—^■:-'        It  went  along  a  few  days  after  that  and  that  wasn't  acceptable 
^     I  went  to  the  auditor's  office  and  saw  Mr.  New,  the  only  time  I  evei 
7.      saw  him  in  my  life  until  I  saw  him  the  other  day  in  Washington  an<; 
---  ^      here  last  night,  and  I  said  to  Mr.  New.  "  Isn't  there  any  way  that  w( 
can  fr^t  this  thing  straightened  out  i  "   *'  Well,''  he  said,  *'  Mr.  Cranor 
there  is  no  evidence  before  us  that  this  conij)any  has  enough  working 
t^pital  to  go  on  with."    "  Well,''  I  said,  "  1  have  arranged  that  witl 
Mr.  Sands,  and  I  belie»'e  vou  have  a  letter."     He  said,  "Yes,  sir;  ] 
have  that  letter,  but  I  returned  it  because  it  was  not  satisfactory.' 
**Well,"  I  said,  "Mr.  Sands  said  he  would  arrange  it,  so  may  I  us< 
your  phone"?     He  said,  "Yes."    I  called  up  Mi\  Sands.     I  said 
Mr.  Sands,  I  am  in  the  auditor's  office  of  the  Shipping  Board,  anc 
I  would  like  to  arrange  this  matter  so  that  this  order  can  be  signec 

"  th< 


_  ;■ 


f 


T:  - 


arrange 
"  Am 
J^®  said,  "I  will."  'And  I  gave  the  phone  to  the  auditor,  Mr.  New 
*id  lie  called  up  also  Mr.  Sands,  and  Mr.  San<ls  said  he  would  do  it 
and  Mr.  New  said,  "  That  is  all  right,"  and  he  said,  "  I  want  you  t 
®8^  that  letter  as  vice  president  of  the  bank." 

^  don't  know  what  the  conversation  was  about  that,  but  they  talke< 

Vittle  bit,  and  he  agreed  to  it  at  that  time.    Mr.  New  said,  "Al 

^^Ht,"  he  said,  and  he  liung  up  the  phone :  but  he  said  to  him,"  Sen 

^^    letter  over  by  a  boy  ":  and  I  think  Mr.  New  said  to  \\\m  that  \ 

^^^Xld  formulate  a  letter,  and  send  over  to  him  a  copy   ot  -which 

tJf^Vild  like  signed,  about  the  form  of  the  letter.     And  \\e  ^^^^^^  ^^ 

®^*:-^r  over  by  hand  I  believe,  that  night  or  the  next  iix^^tw^^^'*  ^ 

w^*^^  Mr.  New  called  up  the  ccmtract  department,  ancV    ^.oVWax'J^ 

^1^^^  all  right  to  sign  the  contract,  and  they  signed  it  t\vs.^\,^^^^  ^^ 

:g;^^n,  and  gave  it  to  Mr.  Hussey,  the  president   ^f    tlve^"^^"^^ 

gineering  Co. 
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I  had,  of  course,  previously  arranged  to  pay  Mr.  Sands  $40j 
for  taking  on  that  responsibility.     He  thought  he  ought  to  htvei 
little  more  money ;  he  thought  he  ought  to  have  2  per  cent  of 
contractural  price,  which  would  be  about  $56,000.     But  I  got  itdc 
to  $4(),()()0,  and  he  said  he  didn't  much  like  to  take  the  res|)onsibil 
but  he  finally  did.     I  don't  know  anything  about  the  settlement  of] 
after  that,  the  arrangement  of  the  amount;  that  is  all  so  fans 
was  concerned  and  had  to  do  with  it. 

The  Chairman.  That  was  about  the  14th  or  15th  of  March,  ak 
there  ? 

Mr.  Cranor.  I  reckon  so;  I  don't  remember  about  this — thedatei 

The  Chairman.  Assume  the  contract  was  dated  the  14th  of  Marck,i 
Mr.  Cranor,  just  assume  that  to  be  true,  and  I  think  that  is  the  (lite. 

Mr.  Cranor.  Yes. 

The  Chairman.  You  say  this  talk  was  about,  along  about  the  time 
that  Mr.  Xew  called  up? 

Mr.  Cranor.  That  w  as  the  same  day  I  went  over  from  the  Wil- 
lard  Hotel  to  his  office,  I  don't  remember  where  it  was;  I  reckon  it 
w^as  around  tow^ard  Seventh  Street,  I  don't  remember.  I  got  intot 
taxicab  and  rode  to  his  office  because  I  was  in  a  hurry,  and  want«d 
to  get  down  if  I  could :  and  Mr.  Hussey  went  over  to  the  contract 
department  of  the  Shipping  Board.  Where  that  >vas  I  could  not 
say:  I  was  never  in  it  in  my  life;  I  don't  know;  wherever  that  wjs 
he  was  there :  Mr.  Hussey  made  all  the  arrangements  over  there,  and 
did  all  the  arranging. 

The  Chairman.  And  that  was  the  first  time  you  ever  had  seen  Mr. 
New? 

Mr.  Cranor.  Yes,  sir;  I  think  that  is  the  first  time  I  saw  Mr.  New. 

The  Chairman.  Mr.  Hussey  there  with  you  at  that  time? 

Mr.  (Cranor.  No,  sir. 

The  Chairman.  He  was  not? 

Mr.  Cr-\n()r.  No,  sir;  nobody  but  Mr.  New  and  myself. 

The  Chairman.  You  say  you  never  saw  Mr.  New  again  until  you 
saw  him  here  last  evening,  or  did  you  meet  him  in  Washington  thf 
other  day  ? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  AVhat  was  the  occasion  of  your  meeting  him  in 
Washington? 

Mr.  Cranor.  I  went  dow^n  to  Washington  last  Friday  night,  I  saw 
these  statements  in  the  paper,  and  I  thought  they  were  rather  wild 
statements,  and  I  went  do«v  n  to  tell  them  all  that  I  knew  about  this 
financial  arrangement.    I  met  Mr.  New  there. 

The  Chairman.  What  was  there  that  made  it  necessary  to  tell  Mr. 
New  about  it? 

Mr.  Cranor.  There  wasn't  anything. 

The  Chairman.  You  just  happened  to  meet  him? 

Mr.  Cranor.  Yes:  I  just  happened  to  meet  him. 

The  Chairman.  Did  you  talk  over  about,  or  attempt  to  refrei 
his  recollection  about,  this  conversation  you  had  had  with  himi 

Mr.  Cranor.  Well,  no :  I  did  not  bother  about  that.  I  just  told  him 
what  arrangements  I  had  made  with  Mr.  Sands,  and  spoke  about  this 
conversation  in  his  office,  and  he  remindecT  me  that  Mr.  Sands  had 
written  a   personal  letter  before,  which  I  had  forgotten  about   I 
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mber  it  was  talked  about,  but  it  had  slipped  my  mind,  and  he 

ided  me  of  that. 

e  Chairman.  Were  you  authorized  to  fix  the  commission  or  the 

^nsation ! 

r.  Cranor.  No,  sir ;  I  was  not ;  and  I  did  not  do  it.    Mr.  Downey 

't  want  to  pay  but  $30,000  for  the  -underwriting,  and  I  told  him 

lid  not  arrange  it  for  that  money,  and  he  and  Mr.  Sands  settled 

>.     I  was  not  present,  don't  know  anything  about  it,  but  they 

ly  settled  it. 

le  CiiAiR3iAN.  Was  he  in  Washington  ? 

r.  Cranor.  Yes,  sir ;  he  was  in  Washington. 

le  Chairman.  Was  he  in  Washington  at  the  time  you  had  the 

with  Mr.  New? 

r.  Cranor.  No  ;  that  was  before.    He  did  not  settle  it  with  Mr. 
js  until  after  that, 
he  Chairman.  Do  you  know  when  the  payment  was  made  for 

service  by  Mr.  Sands  ? 
Ir.  Cranor.  No,  sir ;  I  do  not. 

he  Chairman.  And  you  do  not  know  how  it  was  made? 
[r.  Cranor.  No,  sir ;  I  do  not. 
he  Chairman.  You  never  delivered  any  part  of  the  payment  to 

Sands? 

[r*  Cranor.  No,  sir ;  I  had  nothing  to  do  with  that, 
he  Chairman.  Did  you  have  to  see  Mr.  Boiling  in  this  connection 
ill,  about  this  contract? 

Ir.  Cranor.  I  never  saw  Mr.  Boiling  about  this  contract  in  my 
.    I  never  mentioned  it  to  him,  but  I  think  I  met  Mr.  Boiling 
day  when  I  was  in  Admiral  Boiling's  office  in  Wsahington. 
he  Chairman.  Admiral  Boiling  or  Admiral  Bolles? 
Ir.  Cranor.  Admiral  Bolles;  pardon  me.  Admiral  Bolles.    I  went 

0  see  Mr.  Cox,  his  secretary,  and  I  met  Mr.  Boiling  in  the  office  just 
identally.  He  was  not  in  the  inside  office,  but  in  the  outside 
56.  Ancl  Mr.  Downey  was  with  me,  and  I  think  Mr.  Downey's 
)rney^Ir.  — I  don't  recall  his  name  now. 

^he  C'wairman.  Did  you  discuss  any  business  matter  with  Mr. 
ling  at  that  time  ? 

Ir.  Cran(/r.  No,  no;  I  just  met  him;  just  met  him  in  the  office.    I 
y  have  met  him  befoio;  I  don't  remember  about  that,  you  know; 
I  don't  remember.     I  remember  meeting  him  in  the  office  that 
'ning. 

'he  Chairman.  Did  you  have  occasion  to  see  Mr.  Boiling  any- 
?re  in  connection  with  this  transaction  or  any  other  transactions 
t  you  were  intereste(!  in  down  there  ? 
Ir.  Cranor.  No,  sir.     I  arrived  in  Washington  on  February  7, 

1  this  contract  was  gianted  March  14,  and  I  did  not  have  much 
e  to  see  anybody  and  did  not  see  anybody  until  after  this  con- 
ct  was  granted,"  and  I  seriously  doubt  if  I  had  even  met  Mr. 
lling  when  this  contract  was  given.    I  do  not  think  1  had.    I  do 

think  I  had  met  Mr.  Sands  more  than  once  or  twice,  and  I  do 
think  I  had  even  discussed  this  contract,  except  when  I  came  up 

linst  the  financial  end  of  it. 

The  Chairman.  Had  you  tried  to  arrange  this  credit  through 

er  sources? 
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Mr.  CiLvxoK.  No,  sir;  I  had  not. 

The  Chairman.  Mr.  Sands  was  the  only  person  you  went  to! 

Mr.  CiLVNoR.  Well,  I  did  not  ^o  down  there  to  finance.  Washi 
ton  is  a  poor  phice  to  finance,  I  should  say.  However,  it  seemed 
be  a  irood  one  (lurin«:  the  war.  But  I  went  down  there  to  get  a 
tract,  and  Mr.  Downey,  knowing  that  I  knew  Mr.  Sands,  asked 
if  I  coidd  not  arran«re  this  cash  there,  because  he  would  savei 
of  money  by  it  in  his  opinion — which  I  expect  is  true. 

The  Chairman.  So  that  the  matter  of  arranging  the  credit 
up  afteiwards.     Vou  were  there  to  try  to  get  this  contract  for 
Providence  Kngineering  Co.? 

Mr.  Ckanok    Kight. 

The  CiiAiitMAN.  And  in  trying  to  get  it  you  had  everythincf 
arijinged  until  the  credit  department  said  that  they  did  not  hi 
sufficient   working  capital '( 

Mr.  Ckanck.  Eight;  yes,  sir.  • 

The  CuAHtMAN.  And  then  you  reported  to  Mr.  Downey,  and  b 
told  yoii  to  try  to  arrange  that  credit  in  Washington,  and  you  went 
and  saw  Mr.  Sands:  he  undertook  to  establish  that  credit  persoMlh 
and  with  some  friends  of  his? 

Mr.  Cranor.  Yes,  sir:  that  is  the  way  he  talked  it  over  with  roe. 

The  Chairman.  And  gave  a  letter  to  that  effect? 

Mr.  Cranor.  Yes,  sir:  several  days  afterwards — probably  a  v«k 
later. 

The  Chairman.  Yes:  which  was  sent  to  the  Credit  Department 
and  tlie  contract  was  not  awarded,  and  a  few  days  afterwards  voa 
had  a  talk  with  Mr.  New,  and  he  told  you  that  he  had  returned  thi 
letter  and  that  he  nuist  have  a  letter  binding  the  bank? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  And  later  that  letter  came,  signed  by  Mr.  Sands 
as  vice  president. 

Mr.  Cranok.  That  same  day,  I  believe.  I  never  saw  that  letter 
Mr.  Walsh,  l)nt  that  letter  was  given  by  Mr,  Sands,  as  I  undersUwM 
it,  tliat  same  afternoon. 

The  Chairman.  And  the  contract  was  signed*  and  as  far  as  you 
connection  with  the  matter  is  concerned,  that  ended  it? 

Mr.  Cranor.  Yes,  sir:  that  is  right. 

The  Chairman.  Did  you  remain  in  Washington  after  that? 

Mr.  Cranor.  Ye.s,  sir. 

The  Chairman.  In  what  capacity? 

Mr.  Cranor.  Well,  Mr.  Downey  asked  me  to  remain  there  to  |L' 
the  st<'el  and  the  plates  and  further  business  for  the  Downey  Shi 
building  Co.,  and  various  things  that  had  to  be  done  in  those  tryii 
times  to  get  material. 

The  Chairman.  Did  vou  get  any  bending  rolls  at  any  time  fort 
Downey  Shipbuilding  Corporation? 

Mr.  Cranor.  What  do  you  mean,  get  bending  rolls? 

The  Chairman.  Whether  any  bending  rolls  that  were  allocat 
or  to  be  sent  the  Downey  Corporation? 

Mr.  Cranor.  Oh,  ves:  yes.  Mr.  Downey,  in  the  fall  or  wintei 
the  late  fall  before,  had  bought — I  am  not  familiar  with  shipbui 
ing,  but  I  think  they  call  them  bilge  rolls,  that  rgll  the  curved  pla 
in  the  ship,  of  the— well,  I  don't  remember,  I  think  it  is  the  Sou 


I— 
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icke  Iron  Co.,  or  something  like  that,  in  Philadelphia,  for  some- 
injg  like  $40,000,  or  something  like  that  that  they  had  cost— $42,000. 
■^^     The  Chairman.  When  did  you  say  this  was — the  fall  before  ? 
i       Mr.  Cranor.  In  the  fall  before ;  yes,  sir. 
t       The  Chairman^  1917  ? 

Mr.  Cranor.  Yes  sir;  1917,  in  the  fall.     I  could  not  tell  you,  it 

tisht  have  been  late  summer.     I  am  rather  inclined  to  think  it  was 

uly,  but  I  am  not  sure  now:  I  could  not  tell  you  that.     And  it 

s  as  though  Admiral  Bolles  had  ordered  these  rolls  to  be  sent  to 

•me  concern  in  San  Francisco,  I  don't  know  whether  it  was  a  pi])e 

mnd  bending  concern,  or  something  like  that,  that  had  gone  into  tliQ 

Bliipbuilding  business  or  not,  but  I  think  so. 

Tlie  Chairman.  Tlie  Western   Pipe  &  Steel  Co.,  might   it  havo 
Ixen? 

Mr.  Cranor.  I  reckon  something  like  that;  I   don't  remember. 

-And  they  were  sending  those  rolls  out  there,  and  I  found  out  that 

'  -  (here  was  another  plant  within  two  miles  of  that  plant  that  had  bilge 

*olls  in,  and  they  are  not  used  very  much,  so  I  suggested  that  they 

^oiild  arrange  to  use  those  same  bilge  rolls  for  the  two  plants,  even  if 

♦llcy  were  not  good  friends.    I  understand  they    were    not    good 

iiaends,  these  two  concerns,  and  I  went  over  and  told  Senator  Martin 

ttiat  I  thought  that  ought  to  be  done,  that  this  wns  no  time  to  fight 

^mong  ourselves,  we  were  fighting  (Jermans;  and  I  suggested  that 

A^dmiral  Bolles  be  requested  to  give  Mr.  Downey  these  rolls. 

The  Chairman.  When  was  this? 

Mr.  Cranor.  Oh,  I  reckon  it  was  in  Februarv,  but  I  don't  know, 
^r.  Walsh. 

The  Chairman.  What  I  mean  was,  you  were  not  down  there  in 
Al^ashington  at  the  time  these  rolls  were  being  shipped  somewhere 
^Ise?  '       ^ 

Mr.  Cranor.  Yes,  sir.  That  was  during  February,  1918.  You  see, 
it  takes  a  long  time  to  build  those  rolls.  They  had  to  he  built,  you 
Imow ;  they  are  very  heavy,  and  it  takes  a  good  while  to  build  them.. 

The  Chairman.  You  did  not  mean  to  say,  then,  that  in  the  fall  of 
1917,  Admiral  Bolles  had  ordered  these  sent  somewhere  else? 

Mr.  Cranor.  No„  sir;  they  were  ordered 

The  Chairman.  That  is  when  Mr.  Downev  had  ordered  them? 
Mr.  Cranor.  Mr.  Downey  ordered  them  at  that  time.  And  in 
February,  I  should  say,  maybe  elanuary,  I  was  not  in  Washington  in 
January,  but  it  came  to  my  attention  scmie  time  in  February — possibly 
the  middle  or  something  like  that — of  191S,  that  these  rolls  were 
ordered  to  this  plant  in  the  west.  And  I  think  that  the  Senator 
called  up  somebody,  I  don't  know  who,  and  maybe  they  called  up 
Admiral  Bolles,  I  don't  know  how  that  was  done:  anyway,  in  a  few 
clays  Mr.  Cox,  his  secretary,  gave  me  these  rolls,  gave  an  order  to  ship 
them  to  Downey. 

The  Chairman.  Did  you  ever  see  Mr.  Sands  about  that? 

Mr.  Cranor.  No;  about  those  rolls? 

The  Chairman.  Yes,  sir. 

Mr.  Cranor.  W^hy  should  T  stn*  him  about  rolls^ 

The  Chairman.  No;  I  am  asking  you  if  you  ever  saw  him  about 

that  ? 

Mr.  Cranor.  No,  sir:  not  that  1  re<'all. 
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The  Chairman.  Ever  ask  him  to  help  you  in  the  matter? 

Mr.  Cranor.  No. 

The  Chairman.  Did  you  ever  pay  him  any  money  for  assistk 
you  in  the  matter? 

Mr.  Cranor.  No,  sir.    Money  for  getting  rolls? 

The  Chairman.  Yes,  sir. 

Mr.  Cranor.  No,  sir. 

Tlie  Chairman.  Do  you  know  that  Mr.  Boiling  testified  that  Mel 
Sands  came  to  him  and  said  that  either  you  or  the  Downey  companj 
had  paid  him  some  money  for  helping  you  or  the  Downey  company 

fet  some  l)ending  rolls,  and  that  he,  Sands,  offered  to  take  care  of 
Ir.  Rolling. 

Mr.  Cranor.  No,  sir;  I  have  not  read  the  testimony,  but  I  never 
heard  of  it. 

The  Chairman.  AVell,  you  never  offered  nor  paid  Mr.  Sands  any- 
thing for  bending  rolls? 

Mr.  Cranor.  No,  sir;  nothing  else;  I  never  paid  him  anythin| 
except  for  this  underwriting.  I  did  not  pay  him  that,  but  I  arranged 
to  have  it  [)aid  by  the  company. 

The  Chairman.  That  is  the  only  arrangement  for  payment  thai 
you  made? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  With  him,  and  the  actual  payment  in  that  case 
was  made  bv  somebody  else? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  You  did  not  make  it  yourself? 

Mr.  Cranor.  No,  sir. 

The  Chairman.  Did  you  get  the  order  from  Admiral  BoUes's secre- 
tary for  the  bending  rolls  to  go  to  the  Downey  plant? 

Mr.  Cranor.  No,  sir;  that  was  sent  to  the  plant. 

The  Chairman.  That  was  sent  to  the  plant? 

Mr.  Cranor.  Yes;  I  never  saw  the  order,  but  Mr.  Cox,  his  secre- 
tary, told  me  that  he  had  mailed  it  the  night  before. 

The  Chairman.  Did  yoii  borrow  any  money  from  Mr.  Sands  while 
you  were  in  Wasliington? 

Mr.  Cranor.  Well,  I  may  have;  I  don't  know;  I  don't  remember. 

The  Chairman.  Do  you  know  whether  Mr.  Sands  paid  you  any 
money  by  cluHk,  by  his  check  or  the  check  of  the  Commercial  Bank, 
wliile  you  were  there  if 

Mr.  Cranor.  Well.  1  expect  he  did;  I  don't  remember,  though. 

The  Chairman.  What  might  it  he  for? 

Mr.  Cranor.  Well,  sometimes  I  probably  borrowed  money  of  him, 
and  sonictinios — he  owed  me  a  little  bit  of  money  on  a  matter,  and 
he  may  have  given  me  a  check  on  that — I  don't  know. 

The  Chairman.  What  was  the  matter? 

Mr.  Cranor.  He  said  to  me  one  day  that  the  Washington  Street 
Rnihvay  Co.  would  pay  him  $10,000  if  he  would  introduce  them  to 
somebody  that  would  finance  the  Mount  Vernon  &  Camp  Humphrey 
Railway,  a  little  short  line  built  from  Mount  Vernon  to  Camp  Humph- 
rey, and  he  wanted  to  know  of  me  if  I  knew  of  anvbodv  that  1 
thought  would  finance  that.  He  said  he  would  divide  that  witi 
me  if  I  did:  and  I  said,  ''Well,  I  d<m't  know,  Mr.  Sands.  I  wil 
see  about  it."     And  I  talked  to  Mr.  Fisk,  of  Ilarvev  Fisk  Sons  i 
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/and  they  finally  financed  it,  and  he  owed  me  that.    That  is  all 

it  I  know  of  that  he  would  owe  me  for.     I  ow^ed  him  a  little  bit 

money  at  the  time ;  I  don't  remember;  about  $750, 1  think. 

The  Chairman.  Did  he  pay  you  that? 

Mr.  Cranor.  I  paid  that  about  that  same  time.  I  paid  it  some- 
prliere  along  that  time. 

The  Chairman.  Well  now  did  he  pay  you  a  share  of  the  oom- 
inission  ? 
*  Mr.  Cranor.  At  that  time  ? 

The  Chairman.  Yes. 

Mr.  Cranor.  This  other  commission? 

The  Chairman.  This  railway  financing. 

Mr.  Cranor.  AVell,  you  see,  Mr.  Walsh,  that  was  probably  some 
■Uonths  later.  That  is,  I  mean  to  say,  in  the  spring  or  summer.  I 
clon't  remember  alx>ut  the  time,  but  it  was  later. 

The  Chairman.  The  spring  or  summer  of  1919? 

Air.  Cranor.  1918,  probably  March  or  April,  somewhere  along 
liiiere,  and  I  think  he  paid  me  a  thousand  or  two  dollars — I  think  he 
paid  me  about  $3,000  of  that;  I  do  not  recall  the  amount.  He  did 
■lot  pay  it  all  to  me ;  I  know  that. 

The  Chairman.  He  still  owes  you  something? 

Mr.  Cranor.  Yes,  sir. 

The  Chairman.  Do  you  know  anything  at  all  about  the  trans- 
actions out  of  which  arose  the  indictment  of  Mr.  Sands  ? 

Mr.  Cran^>r.  No,  sir^I  do  not  know  a  thing  about  that;  no. 

The  Chairman.  You  were  not  connected  with  that  in  any  way? 

Mr.  CiL\xoR.  I  went  down  to  Washington  in  February,  1918,  you 
^^^e,  and  I  don't  know  anything  about  his  private  business  at  all. 

The  Chairman.  How  long  were  you  there,  did  you  say,  Mr. 
Oranor  ? 

Mr.  Cranor.  I  was  there  until  the  27th  day  of  March,  1919. 

The  Chairman.  About  a  year.  But  you  were  then  when  he  was 
indicted? 

Mr.  Cranor.  Yes,  sir;  I  was  there. 

The  Chairman.  You  heard  about  it? 

Mr.  Cranor.  I  heard  about  it,  yes;  he  talked  to  me  about  it. 

The  Chairman.  Did  he  ever  ask  you  to  intercede  with  .anybody  in 
his  behalf  in  this  indictment  matter? 

Mr.  Cranor.  I  reckon  so;  but  I  just  don't  remember  about  it. 

The  Chairman.  Have  you  seen  him  since  you  were  in  Washington? 

Mr.  Cranor.  No,  sir;  1  have  not. 

The  Chairman.  The  $750  that  you  said  you  owed  him,  that  was  a 
personal  matter  between  you  and  him? 

Mr.  Cranor.  Yes;  something  I  had  owed  him  about  a  year. 

The  Chairman.  What  business  were  you  engaged  in  just  before 
yon  went  down  there  for  the  Downey  company,  Mr.  Cranor? 

Mr.  Cranor.  I  was  in  the  coal  business. 

The  Chahiman.  Are  you  an  offier  of  some  coal  company? 

Mr.  Cranor.  Well,  yes ;  I  am  an  officer  of  one. 

The  Chairman.  What  company? 

Mr.  Cranor.  The  American  Foreign  Foreign  Fuel  Co. 
The  Chairman.  Did  you  talk  with  Mr.  Boiling  the  other  day  when 
yovL  were  in  Washington? 
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Mr.  CiLvxoR.  Well,  I  did  not  talk  to  Mr.  Boiling,  I  talked  to 
Boiling  and  Mr.  —  the  comptroller,  what  is  his  name? 
The  (^nAiRMAN.  Mr.  Tweedale? 

Mr.  Cranor.  Mr.  Twee<lale,  and  Mr.  New;  they  were  in  therooaj 
together. 

The  Chairman.  You  talked  with  those  three  gentlemen? 

Mr.  Cranor.  Those  three  gentlemen;  j'es. 

The  Chairman.  About  these  transactions  in  general  refreshinj] 
your  recollection  and  theirs. 

Mr.  Cranor.  I  talked  with  them  about  this  commission  on  thii] 
loan,  this  bonus,  as  it  were,  for  this  working  capital. 

The  Chairman.  Yes,  sir.  Well,  had  you  ever  arranged  credit a^ 
that  wav  before  for  anybody,  Mr.  Cranor? 

Mr.  Ckanok.  Well,  I  have  arranged,  been  at  it  for  25  or  I^)yeti8, 
for  nivsclf  and  associates  and  others,  yes,  sir. 

The  Chairman.  Was  that  not  rather  an  exorbitant  commission  or 
bonus  or  whatever  you  nuiy  call  it,  for  that  amount  of  credit  $4(HlflO! 

Mr.  Ckanok.  Well,  Mr.  Walsh,  I  do  not  think  so,  considering  the 
size  of  the  contract,  no.  I  think  that  is  alM)ut  as  well  as  you  could 
do  anywhere. 

The  Chaikman.  For  $125,000? 

Mr.  Cranor.  Well,  you  don't  consider  $125,000,  Mr.  Walsh. 

The  Ciiah^man.  No. 

Mr.  CitANoR.  You  consider  $2,850,000. 

The  Chairman.  Yes. 

Mr.  Cranor.  And,  Mr.  Downey  settled  for  $25,000,  which  waskflB 
than  1  per  cent,  and  it  is  about  as  good  as  I  have  ever  been  able  to 
do.  maybe  better. 

The  Chaikman.  Did  you  a.ssist  in  arranging  credit  for  the  Downey 
Shi|)buil(lin<r  Corporation  here  in  New  York  during  this  time? 

^ir.  Ckanok.  Xo,  sir,  I  did  not. 

The  Chairman.  Or  prior  to  that? 

Mr.  Ckanok.  Xo,  sir,  T  did  not. 

The  Chaikman.  Had  you  known  Mr.  Downey  long  before  yon 
went  down  to  Washington? 

Mr.  Ckanok.  X"ot  long;  no,  sir. 

The  Chaikman.  You  met  him  in  Xew  York  here? 

Mr.  Ckanok.  Yes,  sir. 

The  Chaikman.  Do  you  remember  through  whom  you  met  him? 

Mr.  Ckanok.  Xo.  T  do  not.  I  do  not  remember  that. 

The  Chaikman.  Had  you  met  Mr.  Boiling  here  in  New  York  while 
he  was  in  the  bank  examiners  office? 

Mr.  Ckanok.  Xo,  sir,  I  don't  think  I  did;  I  don't  remember  of  it 

The  Chaikman.  Do  you  remember  whether  you  met  Mr.  Downey 
through  Mr.  Sands  the  first  time? 

Mr.  Ckanok.  Xo,  I  did  not  meet  him  throuffh  Mr.  Sands,  no,  sir. 

The  Chaikman.  And  you  are  certain  that  Mri  Sands  was  not  con- 
sulted bv  vou  with  reference  to  these  bilge  rolls  or  bending  rolls  it 

anv  time  i 

Nlr.  Ckanok.  No,  sir.  T  may  have  told  him  that  is  was  putting  iw 
out.  putting  the  corporation  out  a  good  deal,  or  something  like  that, 
but  T  never  consulted  him  about  it  in  any  way.  ^ 

The  Chaikman.  You  never  asked  him  to  see  if  he  could  help  yon. 
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Cranoh.  No. 
5  Chairman.  You  never  offered  to  pay  him  if  he  would  help 

.  Cranor.  No. 

e  Chairman.  You  never  actually  paid  him  or  arranged  for 

3owney  to  nay  him 

•.  Cranor.  No,  no. 

e  Chairman  (continuing).  In  connection  with  that  matter? 

".  Cranor.  No,  no ;  no,  sir. 

le  Chairman.  Did  Mr.  Downey  ever  tell  you  that  he  paid  Mr. 

Is  anything  for  assistance  rendered  in  securing  these  bending 

r.  Cranor.  No,  sir. 

le  Chairman.  When  first  did  you  know  that  Mr.  Sands  claimed 
he  had  received  a  fee  from  Mr.  Downey  or  his  corporations  for 
in  getting  these  bending  rolls? 

r.  Cranor.  I  did  not  know  he  had,  until  you  spoke  of  it  here, 
le  Chairman.  This  was  the  first  you  had  ever  heard  of  it? 
r.  Cranor.  Yes ;  I  did  not  know  he  had  ever  spoken  about  any- 
^  like  that. 

le  Chairman.  You  did  not  hear  Mr.  Boiling  testify  yesterday; 
got  here  late  last  evening? 

r.  Cranor.  No,  sir;  I  was  here  late  last  night.  I  did  not  know 
wanted  me  until  late  last  night;  I  found  a  telephone  call  from^ 
;body  here  asking  me  to  come  down,  and  I  came  down  to  see 
t  you  wanted. 

le  Chairman.  Did  you  ever  consult  Mr.  Tumulty,  the  secretary 
le  President,  in  connection  with  the  Downey  contract? 
r.  Cranor.  No,  sir. 
lie  Chairman.  Do  you  know  him  ? 
r.  Cranor.  No,  sir;  T  do  not. 

he  Chairman.  I  think  you  stated  you  only  saw  Mr.  Hurley,  you 
fght,  once  ? 

r.  Cranor.  That  is  all. 

lie  Chairman  Did  you  ever  talk  with  Mr.  Piez,  Mr.  Hurley's 
>tant,  about  this  Downey  contract  or  either  of  thie  contracts? 
r.  Cranor.  I  rec^kon  so,  but  if  it  is  so,  possibly  once.  As  I  re- 
iber  it,  he  told  me  they  would  be  very  glad  to  give  us  the  con- 
t  if  everything  was  all  right  and  the  price  was  right,  because  they 
led  about  50  of  these  tugs.  It  was  not  a  question  of  getting  an 
T,  it  was  a  question  of  getting  tugs,  and  all  T  needed  to  do  was 
rrange  the  matter  so  that  the  board  knew  that  tugs  would  be 
rered,  and  the  business  would  be  given  to  us. 
be  Chairman.  How  many  tugs? 

r.  Cranor.  I  think  he  told  me  that  he  would  give  us 'as  many  as 
30uld  possibly  turn  out,  because  thoy  wanted  50,  I  think  that 

t 

16  Chairman.  Do  you  know  what  the  contract  called  for  ? 

r.  Cranor.  I  think  the  contracts  call  for  10.     I  have  never  seen 

I  think  it  is  10 ;  it  is  either  10  or  12.     I  asked  for  12, 1  think. 

le  Chairman.  Do  you  know  that  your  (X)mpany  did  have  six  ? 

r.  Cranor.  Yes,  sir. 

16  Chairman.  How  was  the  number  increased,  do  you  remember? 
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Mr.  Cranor.  I  asked  them  to  increase  it  to  12,  and  asked  tix 
increase  the  price,  because  after  the  bid  was  put  in  the  laboi 
going  up  and  material  every  day,  and  I  found  out  from  Mr.  Sch' 
representative  that  he  was  ff^tting,  I  think  it  was,  $307,000  fo 
same  tug,  and  I  told  Mr.  Ilussey  to  put  in  a  bid  for  12  of  th( 
$295,000  and  he  would  get  them  in  my  opinion. 

The  Chairman.  Who  was  Mr.  Schwab's  representative  thai 
saw  { 

Mr.  Cranor.  I  do  not  remember  what  his  name  was.  I  d 
know  him  personally,  but  I 

The  Chairman.  Vou  met  him  in  Washington? 

Mr. Cranor.  No, sir, I  did  not  meet  him;  but  I  sent  someone 
him  or  find  out  about  this,  and  they  saw  him  and  told  me  what  ii 

Tlie  Chairman.  Your  company  had  put  in  a  bid  for  s 
$270,000  ? 

Mr.  Cranor.  I  think  so.  That  was  l)efore  I  was  with  them: 
not  know  anything  about  it. 

The  Chairman.  Oh,  yes;  and  then  you  got  down  there,  yon 
down  and  began  making  arrangements  for  tlie  award  of  the  con 
etc.,  and  you  found  out  they  were  anxious  for  tugs  and  wanteds 
many;  and  was  a  supplemental  bid  put  in  there  for  12  at  $295,01 

Mr.  Cranor.  T  found  out,  the  first  thing  I  done,  what  other  p 
was  bidding  for  them.  That  is  the  first  precaution  that  I 
because  I  knew  nothing  about  tugs.  When  I  found  out  thai 
Scliwab  was  getting  around  $300,000  I  did  not  see  any  reason 
Downey  should  not  have  about  $300,000,  and  I  immediately  toh 
Hussey  to  put  in  a  bid  for  12  of  them  at  $295,000,  that  that  wn 
price  I  thought  he  could  get.  I  think  he  told  me  that  thev  cm 
down  to  10  tugs  at  $285,000. 

The  Chairman.  Well  now,  the  mere  fact  that  the  price  of  ^ 
was  going  up  and  the  cost  of  material  was  going  up  did  not 
any  (lifferenc(»  to  the  Providence  Engineering  Co.,  did  it,  Mr.  Ci 
at  tluit  time?    The  Fleet  Corporation  was  taking  care  of  all  thai 
it  not? 

Mr.  Cranor.  I  would  not  think  so,  Mr.  Walsh,  when  thev  I 
much  money  per  ton  for  a  ship,  or  so  much  per' piece.  The 
$285,000  apiece.  Certainly  the  shipbuilding  company  would 
to  stand  any  increase  in  labor  or  material,  unless  there  was  a  < 
in  the  contract  that  provided  for  that. 

The  Chairman.  Was  there  not  a  clause  in  there  which  took  c 
the  increased  wage  cost,  and  also  the  advance  in  material? 

Mr.  Cranor.  I  reckon  so,  Mr.  Walsh;  but  that  at  $265,000 
not  be  as  much  to  the  corporation  as  it  would  at  $285,000,  and 
was  a  good  deal  of  difference  in  two  weeks,  in  those  days,  some 

in  prices. 
The  Chairman.  Did  you.  see  anybody  in  reference  to  havin 

price  increased? 

Mr.  Cranor.  Why  should  I? 

The  Chairman,  f'rom  $270,000  to  $285,000. 

Mr.  Cranor.  Why  should  I,  Mr.  Walsh,  when  I  knew  what 
people  were  doing,  and  knew  what  their  wants  were? 

The  Chairman.  Yes ;  but  your  company  had  submitted  a  h 
six  at  $270,000,  had  they  not? 
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ir.  Cranor.  And  I  had  told  them  to  put  in  a  bid  for  12  at  s-jt»r».<HKi. 
be  Chairman.  But  had  the  bid  for  six  at  $270,0(m»  Ix^en  aiMei>ted  ? 
It.  Cranor.  I  don't  think  so. 
lie  Chairman.  No  contract  had  been  drawn  ? 
It.  Cranor.  I  don't  think  so.  I  don't  know  amthin^  alxmt  it. 
ever  was  in  that  board  room  but  once  or  twice,  and  I  neviT  aske^l 
fbody  any  questions  about  it,  but  I  don't  think  so.  If  it  had  W^n 
idieve,  except  that  they  knew  they  would  have  to  i)ay  the  in<n*aM^ 
rway,  it  would  be  rather  curious  that  they  would  in<»reai?e  the 
ice  to  the  new  bid. 

Fhe  Chairman.  Well  then,  as  I  understand  you,  Mr.  Cranor.  when 
Q  arrived  there  you  found  that  the  Schwab  company  were  offering  to 
lid  some  of  these  tugs  and  they  were  gettin«^overA*><MUHMj  for  th«  in. 
dthe  Shipping  Board  needed  a  ^eat  many,  you  were  tohl.  wanted 
I  have  alx)ut  50,  and  you  felt  that  if  the  Schwab  interest^  rouM  irei 
100,000  for  a  tug,  there  was  no  reason  why  your  ecmcern  rould  not 
Bkiaore  than  it  had  originally  bid,  particularly  when  the  «(»>t    of 
hterials  and  the  wage  costs  were  increasing:  so  you  adviseil  Mr. 
log^v — ^lie  was  president  of  the  concern? 
Mr."CRANc»R.  Yes.  sir;  I  believe  he  was  president. 
The  Chairman.  You  put  in  a  new  bid? 
Ur.  Cranor.  Yes,  sir. 
The  Chairman.  For  12  at  $295,000? 
Mr.  Cranor.  I  did. 

The  Chairman.  And  you  think  that  bid  was  submitted^ 
ifr.  Cranor.  I  think  so.    I  think  Mr.  Hussey  put  that  bid  in  at 
at  price  for  that  number.    I  am  not  ix)sitive  about  that  now.  but 
at  IS  what  I  told  him  to  do. 

iTie  Chairman.  Yes,  sir.  I  assume  this  all  occurred  between  the 
te  of  vour  arrival  in  Washington  and  the  date  when  the  mntract 
Ls  finally  consummated,  March  14. 

Mr.  Cranok.  The  first  thing  after  1  looked  around  an<l  lo<)ke«l 
erthe  situation  a  little,  to  my  mind,  was  to  find  out  what  the>e  tu<rs 
*re  being  built  for  by  other  people;  and  Mr.  Schwai)  was  a  very  well 
low^n  man  and  his  institutions  were  well  known,  and  I  took  it  Uw 
ranted  that  he  was  building  them  at  about  what  wa-  <()rnMt.  I 
aew  nothing  about  them.  And  I  ascertained  that  price,  aixnit  the 
rst  thing  I  aid,  and  when  I  found  out  it  was  >ior>7.n(H).  as  1  remember, 
immediately  told  Mr.  Hussey  to  change  his  bid  and  put  it  in  for 
le  12  at  $295,000. 


ridfor  12  at  $295,000? 


'ad  working  capital  enough. 
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The  C'hairman.  But,  Mr.  Cranor,  if  I  understand  vou  correcthj 
if  you  folks  had  had  $125,(X)0  on  dqx>sit  in  some  bank  when  m\ 
iirrived  tliere,  the  contract  would  have  been  awarded,  and  you  w( 
not  have  been 

Mr.   Cranor    (interposing).  Probably   a  week  earlier.    No; 
when  I  arrived  there. 

The  Chairman.  Not  when  you  arrived  there? 

Mr.  Cranor.  Because  there  was  a  bid  in  at  that  time  for  $26 
or  $270,000,  or  Avhatever  it  was,  for  five  or  six.  That  may  have 
pending  some  time,  I  don't  remember,  nor  don't  know.  But  I  sup- 
j)ose  it  must  have  been  the  15th  or  20th  before  T  ascertained  thecofr 
ditions  that  were  prevailing,  and  when  I  advised  this  new  bidtole 
j)ut  in.  And  there  was  a  delay  of  a  few  days,  of  course,  about  tie 
finances;  but  that  is  natural,  and  generally  so  in  business,  asIhiTi 
ol)served  it  and  found  it  in  my  firm. 

The  (^iiairman.  Yes.  Did  you  find  other  builders  in  Washingtfflt 
with  their  representatives,  who  were  also  endeavoring  to  seizure  con- 
tracts for  building  tugs? 

Mr.  Cranor.  Well,  I  never  met  them,  Mr.  Walsh.  I  don't  bow 
them,  nor  never  had  them  interviewed  by  anybody  else,  don't  knot 
anvthimr  about  it.     They  were  evidently  there. 

The  Chairman.  Were  you  the  gentleman  who  finally  agreefl  to tlie 
change  in  the  contract  from  what  the  bid  was,  dropping  it  from 
$21)5,000  to  $285,000? 

ifr.  Cranor.  Xo.  sir;  that  was  not  within  my — I  had  nothing  to 
do  with  that.  That  was  a  matter  for  Mr.  Hussey  and  the  board  to 
settle. 

The  Chairman.  Was  Mr.  Hussey  there? 

Mr.  Cranor.  Oh,  he  w^as  in  Washington  all  the  time,  practically. 

The  Chairman.  How  did  you  come  to  fix  the  figure  at  $295,000! 
You  had  no  authority  to  fix  that  figure  in  the  bid,  you  just  told  Ik 
Hussey  that  the  Schwab  people  were  getting  $807,000  and  yofl 
thought  thev  needed  a  lot  of  tugs,  and  if  he  put  in  a  bid  for  12  at 
$205,000  it  would  be  all  right? 

Mr.  Cranor.  Mr.  Hussey  was  president  of  the  company,  and  I M 
no  right  to  say  that  to  him,  other  than  that  good  business  dictated 
it,  to  mv  mind. 

Tlie  ('iiAiRM AN.  That  is,  that  was  a  suggestion  you  made  to  him! 

Mr.  Cranor.  As  president  of  the  company. 

The  Chairman.  As  a  result  of  the  information  you  had  secured! 

Mr.  Cranor.  Certainly. 

The  Chairman.  You  did  not  pay  anybody,  or  offer  to  pay  anybody, 
for  getting  a  contract  for  12  at  $295,000,  instead  of  a  contract  for 
0  at  i>2(;5.0()()  or  *270,000,  did  you? 

Mr.  Cranor.  No  sir;  I  did  not,  and  I  don't  consider  it  was  neces- 
sary, l)e('ause  all  I  did,  in  this  world,  was  to  tell  Mr.  Hussey  whatto 
do,  and  1  (lid  not  see  anybody  about  it  at  all,  except  T  ascertained 
the  conditions  and  gave  him  that  advice;  and  that  is  all  I  ever  did  do 
about  it. 

The  Chairman.  Well  now.  you  understand,  Mr.  Cranor,  that  I  am 
asking  these  questions  of  you,  and  I  do  not  want  you  to  get  the  idea 
that  t  am  saying  that  you  did  the  things  that  are  involved  in  my 
(juesiions. 
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kfr.  Cranok.  I  quite  understand. 

The  Chairman.  But  there  has  been  information  brought  to  this 
mmittee  under  oath,  that  you  made  an  arrangement  to  pay  $40,000 
be  split  between  yourself*  Mr.  Sisler,  Mr.  Boiling,  and  Mr.  Sands, 
r  procuring  a  contract  with  the  Shipping  Board ;  and  we  want  your 
jws  of  it  and  what  you  have  to  say  about  it  in  the  record.  So  I  am 
dng  if  this  may  have  been  a  matter  which  resulted  *in  your,  or 
aebody,  promising  to  make  a  payment  of  $40,000,  and  I  understand 
I  to  say  you  did  not  offer  to  pay  anyl>ody  to  get  this  contract  in- 
used,  the  price  increased,  or  the  number  increased? 
f  r.  Cranor.  I  never  spoke  to  anybody  except  Mr.  Hussey  about 
t  part  of  it  at  all.  I  told  Mr.  Hussey  what  to  do,  just  as  I  have 
ilained  to  you,  because  that  occurred  to  me  to  be  good  business.  It 
3  nonsense  to  talk  to  anybody  about  paying  anybody,  imless  it  was 
aebody  you  wanted  to  serve  for  you  as  an  attorney  or  something 
that  sort,  any  money  to  do  anything  there,  because  it  could  not  be 
le,  in  my  opinion.  I  never  saw  anybody  down  there  who  ap- 
ired  to  be  dishonest  or  want  any  money,  in  an  official  sense.  I  dc 
b  think  there  was  any  necessity  for  anybodv  to  offer  or  hold  out 
y  inducements  to  any  public  official  to  get  business,  because  they 
re  very  anxious  to  place  this  business;  we  were  in  war,  and  they 
H)gnized  the  gravity  of  the  situation,  even  the  clerks,  to  my  mind ; 
d  I  think  the  sensible  thing  to  do  was  to  find  out  about  what  should 
done^  and  then  try  to  do  it,  and  that  is  what  I  tried  to  do,  and  I 
Iked  to  no  one  about  it  except  Mr.  Hussey ;  1  had  nothing  to  do  with 
e  obtaining  of  this,  Mr.  Hussey  conducted  it  all.  I  simply  told 
m  what  in  my  opinion  was  the  right  thing  to  do,  and  the  right  price 
id  the  number. 

The  Chairman.  You  thought  that  the  sensible  thing  to  do  was  to 
ideavor  to  get  arT!ontract  for  more  tugs  at  a  larger  price? 
Mr.  Cranor.  I  did. 

The  Chairman.  Even  though  your  company,  prior  to  your  going 
Washington,  had  submitted  a  bid  at  a  substantially  lower  price? 
Mr.  Cranor.  Yes,  sir.  That  bad  nothing  to  do  with  my  judgment 
the  matter,  because  I  had  nothing  to  do  with  that  offer,  and  if  I 
d  I  would  not  have  suggested  it  being  made  at  that  price,  because 
in  then  they  were  higher. 

The  CiiAHiMAN.  But  you  did  not  know,  Mr.  Cranor,  whether  the 
•evidence  Engineering  Corporation,  before  submitting  that  bid,  had 
:iired  the  thing  out  and  come  to  the  conclusion  that  $270,000  was  a 
oper  figure  and  would  have  assured  them  an  ade(juate  profit? 
Mr.  Cranor.  No,  sir;  I  do  not  know  what  they  did  be  tore  that. 
The  Chairman^  And  you  were  simply  guided  in  suggesting  this 
rger  figure  by  tfie  information  you  had  secured  from  A't.  Schwab's 
presentative,  that  he  was  getting  $307,000  ? 
Mr.  Cranor.  Yes,  sir. 

The  Chairman.  Well,  why  did  you  not  suggest  that  the  Provi- 
nce company  make  their  figure  $307,000? 

Mr.  Cranor.  I  told  Mr.  Hussey  that  that  was  the  price,  but  I  said, 
fou  are  a  new  concern,  never  have  manufactured  tugs  before,  have 
t  the  reputation  that  Mr.  Schwab  has,  and  I  do  not  know  whether 
u  can  get  the  same  price  or  not ;  but  I  would  put  it  under  $300,000, 
J  $295,000."   I  took  that  into  consideration,  I  believe,  as  you  would 
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or  juiy  other  iimn  ])lacin«ij  a  piece  of  business;  if  you  could  plicei 
with  an  ohi  concern,  well  established,  at  a  little  bit  more  money, 
Avouhl   probably  do  it,  as  against  a  new  concern  not  well 
thon<rh  probably  inana<red  by  well-known  men  in  that  business. 

The  (^HAriniAN.  Have  you  had  any  controversy  or  difficulty  witk 
Mr.  Tucker  K.  Sands? 

Mr.  ('RANf)K.  No,  sir. 

Tlic  (^iiAiRMAN.  Do  you  know  of  any  reason,  arising  out  of  y(W 
rehitions  with  him,  why  he  should  charge  that  vou  came  to  Wi4 
in<rtoiu  met  him,  Mr.  Sisler,  and  Mr.  Boiling,  and  practically  entenl 
into  a  conspirac}^  to  split  $40,000  as  commissions  to  be  paid  upon  Mi 
Boiling  and  Mr.  Sisler  using  their  influence  to  get  a  contract  forthe 
Downey  (\)r|)oration  or  the  Providence  Engineering  Corporation! 

Mr.  Ci:an(  K.  No,  sir:  T  do  not  know  of  any  reason  why  any  ma 
shouM  say  anything  like  that,  even  if  it  was  so;  let  alone  whentheR 
is  nothinur  to  it.  / 

The  (iiAiiiMAN.  Vou  have  got  no  explanation  for  that  thatoccuB 
to  von.  arising  out  of  vour  relations  with  Mr.  Sands? 

Mr.  Cran'ok.  Xo,  sir. 

T\w  Chairman.  That  is  a  i)retty  serious  charge  to  make  ajrain^ 
you  and  these  other  gentlemen,  is  it  not,  Mr.  Cranor? 

Mr.  Cranor.  Verv  loose  talk,  I  should  think. 
^   'Die  CiiAiKMAN.  AVell,  it  was  made  to  this  committee  under  oath. 
And  do  you  know  when*  Mr.  Sands  was  actually  paid  for  this  credit 
matter  which  you  had  arranged? 

Mr.  Ckanoh!  No,  sir:  I  do  not  know  anything  about  that. 

The  CiiAiKMAN.  Nor  how  it  was  paid? 

Mr.  Cranor    No,  sir. 

The  Chairman.  Whether  by  notes  or  cash  or  check? 

Mr.  Cranor.  No,  sir:  I  do  not  know  a  thing  about  it. 

The  Chairman.  Did  Mr.  Downey  ever  talk  to  you  about  it  after- 
wards^ ,. 

Mr.  Cranor.  Yes,  sir:  Mr.  Downey  spoke  to  me  once  alxmt  tw^ 
and  he  told  me  that  Mr.  Sands  had^only  given  him  $50,000  of  the 
$1()(),()()0  loan  arranged  under  this  underwriting,  and  he  felt  be 
should  just  pay  him  half  of  the  fee  agreed  on.  I  told  him  thattM 
was  a  matter  tliat  I  fully  agreed  with  him  in,  but  it  was  a  matter tMi 
was  cntirelv  in  his  hands:  and  I  would  be  glad  to  speak  to  Mr.  >antls 
about  it  if  lie  wished,  but  he  said  no,  he  would  prefer  to  talk  it  over 
with  him  himself. 

The  Chairman.  How  Umg  after  the  arrangement  was  made  ai 

thi^  take  place?  o  i^   nr 

Mr.  Cranor.  Well,  I  reckon  it  was  about  Augus^or  beptember, «f 

somewhere  in  the  fall  of  11)18,  but  I  don't  remember  the  time. 
The  Chairman.  Did  he  tell  you  that  he  had  paid  Mr.  Sands  a^ 

that  time?  ,     ,       . ,  ,  .       ,    .  l  c^iil 

Mr.  C^RANOR.  No,  sir:  he  did  not  say  he  had  paid  him,  biithes«w 

that  that  is  all  he  iVlt  he  should  pay  him. 

The  (^H airman.  Half  of  the  $40,0(K)?  . 

Mr.  Cranor.  Half;  yes,  sir:  because  he  had  only  obtained  a  iw" 
of  i^r)n,()()()  from  the  bank. 

The  Chairman.  And  you  never  saw  Mr.  Sands  about  it? 

Mr.  Cranor.  No,  sir. 
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[AIRMAN.  And  he  never  paid  you  back  half  or  part  of  it  ? 
iNOR.  No,  sir. 

[AIRMAN.  Mr.  Cranor,  have  you  any  objection  to  stepping 
for  a  moment,  to  let  Mr.  New  identify  a  record,  and  then 
call  you  immediately. 

TESTIMONT  OF  MR.  T.  £D.  NEW— BecaUed. 

fAiRMAN.  Nr.  Mew,  I  hand  you  a  report  from  Mr.  (leorge 
,  district  auditor,  under  date  of  February  19,  1918,  and  ask 
that  report  it? 

w.  That  is  a  report  from  the  district  auditor  in  response 
[uest  for  an  investigation  of  the  financial  responsibihty  of 
dence  Engineering  Co.,  which  was  asked  for  the  purpose 
y  on  their  financial  standing  in  connection  with  their  bid 
Qstruction  of  tugs. 

AIRMAN.  This  is  the  document  I  asked  you  last  evening  to 
the  committee  ? 

V.  Yes,  sir ;  this  is  the  duplicate  of  it. 
AIRMAN.  We  will  have  that  put  into  the^  record, 
port  read^  as  follows :) 

United  States  Shipping  Board, 

Emergency  Fleet  Corporation, 
Custom  House,  Boston,  Mass,,  February  19,  1918. 
ditor  Bender, 
Washington: 

>onse  to  your  telephonic  Instructions  this  office  has  made  an  exam- 
the  affairs  of  the  Providence  Englnet^ring  Corporation,  of  Provi- 

• 

mpany  was  organized  in  December,  1916,  with  an  autliorized  capital 
K),000.  Mr.  Wallace  Downey,  of  Brooklyn,  N.  Y.,  who  Is  said  to  be 
Tested  In  the  Downey  Shipbuilding  Co.,  of  Staten  Island,  N.  Y.,  Is 
T  of  this  company. 

:ord8  of  the  company  at  Providence,  R.  I.,  at  the  time  of  our  examina- 

that  but  $300  par  value  of  capital  stock  had  been  Issued,  and  that 

s  occupied  were  leased  from  Mr.  W.  Downey  at  an  annual  rental 

LUghan,  the  treasurer,  informed  us  that  on  February  12,  1918,  the 
plant  was  passed  to  the  company  by  Mr.  W.  Downey  who  took 
k  In  payment.  He  further  stated  that  capital  stock  was  to  be 
r.  Downey  In  payment  of  advances  made  by  him,  as  shown  on  the 
?t  herewith. 

lant  was  formerly  devoted  to  the  manufacture  of  shells  for  the 
•ernment,  and  at  one  time  Is  said  to  have  employed  a  thousand  men. 
ent  time,  however,  only  30  men  are  employed.  The  assessed  value 
on  June  30,  1917,  was  $172,940,  of  which  about  $140,000  was  on  real 
were  given  to  understand  there  Is  a  mortgage  on  the  real  estate 
,  which  Is  due  In  about  nine  years,  payable  In  equal  annual  Install- 

the  year  ended  December  31,  1917,  the  company  showed  sales  of 
vhlch  $14,000  represented  the  sale  of  an  engine  manufactured  by 
net  loss  from  operations  for  the  year  was  $9,400. 
Qderstood  that  additional  machinery  will  be  required  to  carry  out 
d  contracts  pending.     The  treasurer  states  that  probably  a  larg6 

work  on  the  first  two  engines  In  connection  with  contemplated 
:h  the  Emergency  Fleet  Corporation  will  be  let  out  to  other  shops, 
he  company  hopes  to  be  fully  eciulpped  to  carry  out  the  work. 
T  to  properly  pass  ui>on  the  company's  ability  to  carry  out  the  con- 
ild  be  necessary  to  know  the  terms  of  the  contract  and  how  much 

be   put    into    the   enterprise    for   working   capital    and    necessary 
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9.  Inasmuch  as  the  company  has  been  recently  organized  no  credit  rriatk 
have  been  established  with  any  banks. 

10.  The  balance  sheet  at  January  31,  1918  and  a  list  of  directors  and  offic 
are  inclosed. 

Gboboe  J.  Stbo:«g. 
District  Audito 

BALANCE    8HKET    AS    VKB    BOOKS,    JAN.    31.    1918. 

AsHctH  and  deficit. 


• 


Cnsli    <»n   drix>>*it-      $S.4S 

Accounts  re<*«  Ivable.  consi<lered  collectible 7.61 

Inventories: 

Knj;  ne  parts,  book  value $9,791.88 

()  (1   beltlnjr.  book  value 3.<)9(lilO 

Wnik   in   process,  !>ook   vaiue n.TiOS.ll 

1$.3! 

iH^ticIt    from   operations.    _. 9.H 


Total      _    44,4 

LiiiltiUties  and  cdpital. 

Capital  stock,  author  zed  .$.")( K MM H),  issued • 

Accounts  paya)>Ie :  , 

Current    acc(auits $2,  0S<».  7« 

Wallace  Howney.  advanc«'s 41,400.51 

Wajr-s  payat>!e,  accnu'd 62.").6.i 

44 

Total      .  .       -_ 44. 

List   of  dirrctorH  and  offlcvrs. 

I>ir(rf(tn<.—  \\\\\U\m  K.  Hus,sey,  194  Balnbridjre  Street,  Brooklyn,  N.  Y 
liain  H.  Dukeshire.  474  East  Seventh  Street.  BnKiklyn,  N.  Y. :  Kdjrar  11. 
3*JS  Sterling'  Place,  Brooklyn,  N.  Y. 

0/7/cf7v<.— President,  AVilliani  K.  Hussey.  Brooklyn,  N.  Y. :  v  (v  pn 
William  B.  Dukesliiic.  Brooklyn,  N;  Y. :  secretary,  Edgar  K.  Mead,  Hr 
N.  Y. :  treasurer,  Frank  L.  Vaufrlian,  Providence.  11.  I. 

TESTIMONY  OF  ME.  JOHN  M.  CBANOBr- EecaUcd. 

The  Chairman.  When  first,  Mr.  Cranor,  did  you  hear  th: 
Sands  was  making:  this  claim  or  contenticm  that  you  had  i 
or  Mr.  Downey  had  agreed  to  pay  $40,000  for  securing  a  conti 

Mr.  CiLVNOR.  Last  Sunday  morning  a  week  ago,  when  I  it 
paper. 

The  Chairman.  Read  the  head  lines? 

Mr.  Cranor.  I  got  up  Sunday  morning  a  week  ago,  and  I  sai 
head  lines,  and  I  read  this  article,  you  know,  then  that  \jas  tl 
time  1  had  ever  heard  it. 

The  Chairman.  Have  vou  had  anybody  see  vou  from  the  < 
merit  of  investigation  of  the  Shipping  Board,  or  the  Departu 
Justice,  about  your  dealings  in  behalf  of  the  Downey  Corpoi 

Mr.  Cranor.  No,  sir. 

The  Chairman.  Or  about  your  arranging  this  credit? 

Mr.  Cranor.  No,  sir. 

The  Chairman.  Nobody  had  ever  called  to  talk  this  matt 
with  you,  from  any  branch  of  the  Government  or  the  SI 
Board? 
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^  ^  Jfr.  Crawor.  No,  sir. 

'^^   ^«  Chairman.  Any  questions,  Mr.  Kelley? 
-^•x.      ^Hj'KY.  How  aid  you  happen  to  go  to  see  Mr.  Boiling  about 
.  V  tbese  bending  rolls  ? 

Mr.  Cbanor.  I  didn't  go  to  see  him. 

Mr.  Kelley.  Didn't  you  hear  his  testimony  yesterday  where  he 

^     u  '  ^'*^^^^-  ^®?  sir ;  I  did  not. 

Ijw^Mr.  Kelley.  Early  in  1918,  Mr.  Boiling  testified,  "  about  January 

?    k*  Sands  sent  a  Mr.  Cranor  to  see  me  in  regard  to  some  machinery 

r  ^hich  was  to  be  used  in  connection  with  the  construction  of  some 

Cy^^^'    ^^'  Cranor  told  me  that  the  machinery  in  question  was 

^  ^J^ding  rolls,  and  was  to  have  been  shipped  to  nis  company  from 

•    jae  factory,  but  at  the  last  minute  some  other  company  had  succeeded 

:'    *H  having  the  order  changed,  and  that  this  machinery  would  be  di- 

^Hed  to  them ;  that  a  great  injustice  was  being  done  to  Mr.  Cranor's 

^^pany,  and  it  would  mean  a  great  delay  as  they  were  ready  to  put 

P*^tes  on  several  hulls  and  they  could  not  do  so  without  the  bending 

^Ws.    I  knew  nothing  about  the  construction  division  as  I  was  in  the 

jS^ision  of  operations,  so  in  the  presence  of  Mr.  Cranor  I  called  up 

■^^J*.  Lester  oisler,  who  was  then  secretarv  of  the  Shipping  Board, 

^'^^i  explained  the  matter  to  him.    He  said  he  would  look  into  it  and 

^bsequently  told  me  that  he  found,  upon  inquiry,  that  the  rolls  had 

^?^n  promised  to  Mr.  Cranor's  company  and  would  be  shipped  to 

Win."    That  is  what  Mr.  Boiling  testified  to  yesterday.     What  do 

you  say  about  the  truth  of  that? 

Air.  Cranor.  I  think  Mr.  Boiling  is  mistaken  about  that.  It  is 
P>*etty  hard  to  remember  about  things  of  that  kin<l.  But  I  don't 
^member  talking  to  Mr.  Boiling. 

M".  Kfxlky.  Do  you  ronieniber  g(Mng  to  see  the  Senator,  all  right? 

Mr.  Craxok.  Yes:  I  went  u])  to  see  the  Senator. 

Mr.  Keli^y.  Now,  if  you  went  to  sec  Boiling,  you  would  remem- 
ber that,  wouldn't  vou? 

Mr.  CiLVNOR.  Well,  I  miglit  not,  sir.  I  could  not  say.  There  are 
lots  of  things  you  forget. 

Mr.  Keixet.  Well,  you  don't  swear  that  this  is  a  false  statement? 

Mr.  Cranor.  No;  I  do  not  swear  what  the  other  man  is  swearing 
to  is  false,  but  I  don't  remember.  I  don't  remember  about  it.  I 
don't  know. 

Mr.  Keixey.  Now,  he  savs  that  Sands  sent  vou  to  him.  You  sav 
that  you  never  talked  with  Sands  about  these  bending  rolls  at  all  ? 

Mr.  Cranor.  Not  that  I  remember  of.  I  might  have  told  Mr. 
Sands  that  I  want  to  get  these  rolls  out.  I  walked  in  the  bank  occa- 
sionally. 

Mr.  Kelley.  Didn't  Sands  give  vou  his  card  and  send  vou  up  to 

Boiling? 

Mr.  Cranor.  I  don't  think  so.    I  don't  remember  anything  about  it. 

Mr.  Kelley.  Who  would  have  jurisdiction  over  this  sort  of  a 
question  of  sending  the  rolls? 

Mr.  Cranor.  Admiral  Bowles. 

Mr.  Kelley.  Was  Mr.  Hussey — is  that  his  name  ? 

Mr.  Cranor.  H-u-s-s-e-y,  Hussey ;  yes. 

Mr.  Kelley.  Was  he  in  Washington  at  the  time? 
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Mr.  Ckanor.  Yes,  sir. 

Air.  Kelley.  Was  he  there  all  the  time  that  you  were  there! 

Mr.  Cranor.  Xo,  sir. 

Mr.  Kelley.  How  did  they  happen  to  hire  you  to  go  down  then 

Mr.  C'raxcr.  AVell,  I  knew  Mr.  Downey  a  little,  and  he  wastolldii! 
about  ^ettin^  a  larger  contract  than  they  would  make. 

Mr.  Kelley.  Why  couldn't  they  get  it;  they  had  Mr.  Husse 
there  all  the  time  for  them;  why  did  Uiey  send  you  there? 

Mr.  Cranor.  You  will  have  to  ask  him  about  that. 

Mr.  Kelley.  They  must  have  told  you  why  they  were  hiring yo 
didn't  they  i 

Mr.  Cranor.  They  wanted  to  get  this  contract. 

Mr.  Kelij=:y.  You  didn't  know  anything  about  tugs  or  ships  i 
anything  of  that  kind,  did  you  ? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  You  didn't  know  anybody  in  Washington  very  muc 
did  you? 

Mr.  Cranor.  Xo.  sir. 

Mr.  Kelley.  Wliat  qualifications  did  you  have,  particularly  I 
getting  a  contract  for  Downey  ? 

Mr.  Cranor.  That  was  a  matter  for  him  to  judge  and  not  me. 

Mr.  Kelley.  Was  your  compensation  a  commission  or  a  salary! 

Mr.  Cranor.  Salary. 

Mr.  Kelley.  Was  not  there  some  commissions  to  be  added  in  n 
you  get  the  contract  ? 

Mr.  Cranor.  X'o,  sir. 

Mr.  KELLJiY.  Were  not  you  to  get  part  of  the  increase  on  the  costi 
the  tugs  ? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  No  commission  whatever  out  of  that? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  Were  not  you  to  get  a  part  of  this  $40,000? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  No  part  of  that? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  For  helping  get  these  credits? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  All  the  work  that  you  did  for  Downey  down  the 
you  did  on  a  fiat  salary  basis? 

Mr.  Cranor.  Yes,  sir. 

Mr.  Kelley.  And  you  have  never  received  anything  from  the 
above  your  salarv  ? 

Mr.  Cranor.  I  never  have. 

Mr.  Kelley.  And  never  have  put  in  any  claim  for  any  more? 

Mr.  Cranor.  No,  sir ;  as  a  matter  of  fact  I  have  not  received  all 

that. 

Mr.  Kelley.  Why  not  ? 

Mr.  Cranor.  Well,  it  has  just  been  put  off  on  account  of  the  n( 
payment  of  moneys. 

Mr.  Kelley.  Ilow  much  do  they  owe  you  yet? 

Mr.  Cranor.  I  think  they  owe  me  about  a  year's  salary. 

Mr.  Kelley.  On  what  pay  roll  were  you  carried? 

Mr.  Cranor.  The  Providence  Engineering  Co. 
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Kelley.  For  how  long  a  time  ? 

Cranor.  During  the  life  of  the  contract. 

Kelley.  As  long  as  the  contract? 

Cranor.  During  the  construction  period. 

Kelley.  That  is  not  Qver  yet,  is  it  ? 

Cranor.  Yes ;  they  delivered  them  in  October,  I  believe. 

Kelley.  So  that  your  salary  ended  in  October? 

Cranor.  Yes,  sir. 

Kelley.  So  you  got  paid  for  the  year  1918  to  March  14? 

Cranor.  Yes.    ' 

Kelley.  The  year  1919? 

Cranor.  No  ;  1  have  received  my  salary  until  October,  1919. 

Kelley.  That  is  a  year  ago. 

Cranor.  Yes ;  I  have  not  received  it  since. 

Kelley.  They  have  delivered  these  ships  in  October,  1919? 

Cranor.  No,  sir;  this  October. 

Kelley.  Then  you  are  entitled  to  another  year's  salary,  aren't 

Cranor.  I  certainly  am. 

Kelley.  Well,  that  was  a  pretty  good  contract,  to  go  down  to 

ngton  and  you  were  to  get  a  fixedsalary  as  long  as  they  were 

ig  ships? 

Cranor.  I  don't  know  about  that. 

Kelley.  Well,  your  actual  service  ended  when  you  got  through 

^e  contract  there,  didn't  it? 

Cranor.  It  might  or  might  not. 

Kelley.  I  know,  but  did  it? 

Cranor.  No;  not  exactly. 

Kelley.  Did  you  render  them  any  services  on  this  contract  in 

ler  way,  after  that  time  ? 

^'ranor.  Getting  things  and  materials  of  that  kind:  ves,  sir. 

Kelley.  You  were  not  a  skilled  man;  how  could  you  get 

il? 

Cranor.  I  simply  had  to  go  and  hustle  up  the  departments. 

Kelley.  Whom  did  you  see  about  materials  down  there? 

Cranor.  I  saw  the  material  department  occasionally. 

Kelley.  Wliom? 

2!ranor.  Well,  I  don't  know  who  it  was. 

iCELLEY.  Don't  even  know  his  name? 

[Cranor.  No;  I  do  not. 

Jelley.  What  building  was  he  located  in  ? 

Cranor.  I  believe  he  was  down  at  B  Street. 

Kelley.  What  number? 

IJranor.  I  could  not  tell  you  that. 

Jelley.  You  would  know  the  building  and  how  to  find  the 

yain,  if  you  came  down  there? 

;ranor.  Yes ;  I  could  go  to  his  place. 

Celijcy.  How  many  times  did  you  go  to  this  material  depart- 

ustling  up  material? 

Cranor.  1  didn't  go  there  often. 

Kelley.  Not  very  often? 

]!ranor.  No,  sir. 

Kelley.  Never  went  to  see  Mr.  Hurley  but  once  ? 
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Mr.  Cranor.  I  don't  think  I  did. 

Mr.  KELLi-iY.  And  you  saw  Mr.  New  but  onoef 

Mr.  C^ANOK.  That  is  all. 

Mr.  Keijley.  And  you  saw  Mr.  Boiling  but  once;  and  poasiblj 
not  at  all  ? 

Mr.  (^RANc)R.  I  saw  Mr.  Boiling,  but  not  about  any  busmes;! 
saw  him  a  time  or  two;  just  met  him. 

Mr.  Kelij':y.  The  fact  is  that  you  had  absolutely  nothing  whatenr 
to  do  with  getting  the  contracts? 

Mr.  Cranor.  Well,  I  simply  did  what  I  told  you  about  it. 

Mr.  Kelley.  But  I  say,  you  had  nothing  to  do  about  getting  tb 
contract? 

Mr.  Cranor.  Xo  ;  this  is  up  to  the  Shipping  Board. 

Mr.  Kelley.  The  only  service  you  rendered  was  through  Sindsi 

Mr.  Cranor.  I  didn't  see  how  1  rendered  any  service  in  gettin| 
the  contract  through  Mr.  Sands. 

Mr.  Keu-ey.  I  didn't  say  that. 

Mr.  Cranor.  I  rendered  a  financial  service  through  Sands. 

Mr.  Kelley.  I  say  vou  had  nothing  to  do  with  the  getting  of  tb  i 
contract,  did  you  ?    All  you  had  to  do  was  getting  the  credit?         ! 

Mr.  Cranor.  That  is  practically  all — the  particualr  thing  I  di^ 

Mr.  Kelley.  By  helping  get  that  credit,  tliey  agreed  toputy<w 
oil  tlie  pay  roll  and  carry  you  there  as  long  as  they  were  buildiDg^"* 
ships  i 

Mr.  Cranor.  Yes,  sir. 

Mr.  Kelley.  You  think  that  Mr.  Sands  is  rather  cenewus  ^ 
not  charging  more  than  $4(),(XX)  for  this  $100,()(X)  of  creiUt,  did  yo^ 
Mr.  Cranor;  he  might  have  charged  more? 

Mr.  Cranor.  Well,  1  would  not  like  to  say  it — put  it  that  vc^ 
I  think    lie  got  about  what  was  right.    I  would  not  like  to  do  it  ^ 

Mr.  Kfllev.  The  loan  of  $1()(),()(H),  $4:(MKH)  charged  for  it.  H- 
long  was  this  h)an  inade^ 

Mr.  CiJANou.  During  the  life  of  the  contract. 

Mr.  Kkllky.  Well,  wen*  they  to  keep  a  permanent  credit  of  $1* 

Mr.  Craxor.  That  was  his  obligation. 

Mi-.  Kelley.  Oh.  you  don't  mean  that,  that  they  could  check  < 
tlic  first  Ji^lL?5,0(K)  ;in(l  there  would  be  another  $125,(K)0  put  in 
])ln(c  ^ 

Mr.  CifANoR.  1  mean  to  say  that  Mr.  Sands  woidd  be  obli»' 
to  lUrnish  Mr.  Downov  at  all  times  $125,000  during  the  life  of 
contract. 

Mr.  Kelley.  Well,  now,  Mr.  Cranor,  you  know  better  than 
That  Ml'.  Sanils  did  not  agree  to  keep  $125,000  for  the  credit  oi^^ 
company  during  all  the  time,  no  matter  what  they  checked  oflflL 

Mr.  Cranor.  Certainly  not.     But  he  agreed  to  keep  th 
loan  of  J^125.(M)()  during  the  life  of  the  contract. 

Mr.  Kellky.  That  there  would  always  be  $125,000  there? 

Mr.  Crax(»r.  That  is  not  what  I  am  talking  about;  you  nn 
understand  it,  or  something.     The  wav  I  understand  it  ^ 
there  was  $125,()(K)  as  a  loan,  or  $i25,0()0  or  $100,000,  wW 
was. 
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.LEY.  That  is  supposed  to  be  a  loan  of  $125,000  to  the 

lis  company  in  the  bank  ? 

s'OR.  Yes. 

LEY.  Well,  after  they  had  checked  it  out,  then  what  ? 

voR.  That  is  up  to  the  company  to  put  more  there,  if  Mr. 

LEY.  What  do  you  mean  by  saying  that  he  agreed  to  keep 

edit  there  always  during  the  life  of  the  contract? 

^OR.  I  didn't  say  that. 

LEY.  What  did  you  say  ? 

s'OR.  I  said  that  he  agreed  to  make  the  loan. 

LEY.  Of  $125,000? 

sOR.  A  loan  during  the  life  of  the  contract. 

L.EY.  A  loan  to  run  during  the  life  of  the  contract? 

^OR.  1  es,  sir. 

LEY.  And  if  the  money  was  exhausted  prior  to  the  termi- 

\ie  contract  there  was  no  obligation  to  loan  more? 

NOR.  I  would  not  take  a  loan  of  that  character.    A  loan 

[ling  only  what  I  have  told  you. 

JLEY.  Then  it  was  an  agreement  loan  of  $125,000  for  a 

Tiod  of  time  ? 

s'OR.  Yes,  sir;  no — not  specified — subject  to  or  during  the 

contract. 

.LEY.  That   is  to  sav,  they  would  credit  them   up  with 

id  leave  that  there  during  the  life  of  the  contract,  unless 

t  up  before  that  ? 

xoR.  Yes,  sir;  they  had  to  carry  him  to  that  extent  during 

the  contract. 

LEY.  Now,  was  it  vour  understanding  that  thev  could  use 

• 

NOR.  AVhy,  certainly :  I  don't  know  what  it  was  for  unless 
ipital. 

.LEY.  On  the  very  day  that  Mr.  Sands  wrote  this  letter, 
know  that  he  did  not  set  aside  any  money  to  make  any 
ese  people? 

NOR.  I  didn't  know  anything  about  only  what  he  wrote  on 
3f  paper.  Pwas  not  down  there  looking  at  that.  T  was 
?  getting^is  contract  through. 

^u^Y.Jrou  didn't  care  what  he  wrote,  did  you,  so  long  as 
isj^tract? 

1  was  concerned  only  in  the  financial  end  of  it  being 
to  the  Shipping  Board  men. 
LEY.  Didn't  care  whether  it  was  ever  paid  them  or  not? 
NOR.  I  would  not  like  to  say  that;  I  would  not  like  to  see 
lie  Avrong ;  I  would  want  it  to  be  done  right,  according  to 
ipss.     You  imply  that  I  would  not  care  how  it  was  done, 
t  it  was  done.    That  is  asking  something  of  me  that  you 
like  to  do  yourself.    You  would  not  like  to  be  a  party  to 
that  is  not  right,  would  you? 
LKY.  You  must  not  imply  anything  at  all  from  my  ques- 

NOR.  Yes,  I  must ;  you  must  not  ask  me  to  join  with  them 
hat  any  good  business  man  would  not  like  to  do,  if  you 
!t  me  to  imply  something  from  you. 


3132  SHIPPIN<;   BOARD  OPERATIONS. 

Mr.  Kellky.  All  ri^lit.  Now,  as  a  matter  of  fact,  do  you  kooi, 
whether  or  hot  they  did  get  any  credit  at  this  bank  which  thrj' 
could  use? 

Mr.  C^RANOR.  Mr.  DoVnev  told  me  that  he  obtained  §50,000— a 
of  $50,000. 

Mr.  Kellky.  Was  not  it  put  into  the  savings  department,  so 
could  not  check  it  out? 

Mr.  Cranor.  I  don't  think  so;  I  don't  know. 

Mr.  Kelley.  Didn't  Mr.  Sands  tell  you  that  is  what  he  would  do! 

Mr.  Ckanor.  Xo,  sir:  never.    Never  told  me  anything  about tbt 

Mr.  Kelley.  Was  not  that  the  agreement  between  you  and  iStnt 
that  the  money  should  be  put  in  the  savings  department  andnokl 
checked  out  ?     And  it  was  strictly  for  the  purpose  of  obtiiining  thi 
credit  ( 

Mr.  (^KANOR.  No,  sir. 

Mr.  Kelley.  W>11,  if  Mr.  Sands  swears  to  that,  he  swears  falsely. 

Mr.  Craxor.  If  he  swears  that  I  arranged  it  that  way,  he  certainlr 
has  a  very  bad  memory,  because  T  arranged  nothing  except  a  credit 

Mr.  KELiji:Y.  Now,  what  security  did  you  arrange  for  this  credit- 
that  they  should  have  for  this  credit? 

ifr.  Cranor.  T  arranged  that  the  bank  there  should  have  the  ll^ 
posit  whi'h  they  had  received  from  the  Shipping  Board  and  hnw 
Mr.  Downey's  j)ersonal  indorsement. 

Mr.  Kelley.  The  deposit  which  they  would  re"eive  from  the  Ship- 
])in^  Board.     What  security  would  that  be  if  they  could  check  it  out! 

Mr.  Crax(»r.  Not  any:  biit  it  was  what  would  bo  han<Ued  by  them. 

Mr.  Kelley.  Do  you  mean  to  say  to  us  that  they  agreed  to  loan 
this  $1(K),()()0  without  any  security  except  these  deposits  which  the 
Shi])i)inir  Board  would  make  at  various  times  in  payment? 

Mr.  Cranor.  No:  they  loaned  it  upon  a  note  which  the  Providence 
Engineering  Corporation  would  sign,  and  with  Mr.  Downey's  pr- 
sonal  indorsement  on  the  note. 

Mr.  Kelley.  This  bank  was  willing  to  do  that  and  the  Government 
was  not? 

Mr.  Ckanor.  Well,  T  wwdd  not  like  to  say  that;  I  would  like  to 
say  that  Mr.  Sands,  with  a  group  of  others,  as  he  informed  m^Mi 
agreed  to  do  that,  and  that  is  what  he  charged  for;  and  T  think bf 
is  entitled  to  it. 

Mr.  Kelley.  Your  testimony  is  that  Mr.  Sands  agreed  to  loin 
$125,000  or  $100,000— there  h  some  dispute  as  to  the  amount 

Mr.  Cranor.  Somewhere  in  that  neighborhood. 

iVfr.  Kelley.  And  that  there  was  no  security  for  that  loan  pro- 
posed by  you  ? 

Mr.  Cranor.  Xo.  sir:  nothing  except  what  I  have  told  you.v 

Mr.  Kelley.  Except  that  they  would  deposit  some  more  mo'iJ«y® 
the  bank  after  they  made  the  first  payment  of  $285,000  from  the 
Government? 

Mr.  Cranor.  Xo.  no:  T  made  the  arrangement  that  Mr.  Sands\^ 
to  loan  them  up  to  $100,000  or  $125,000,  whichever  it  is,  to  run  (j«* 
inc:  the  life  of  the  contract.  | 

Mr.  Kelley.  Without  security?  i 

Mr.  Cran(  R.  To  be  indorsed  by  Mr.  Downey,  and  I  also  arrari 
that  the  dejmsits  of  the  Providence  Engin^xing  Co.  were  to|'» 
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rgely  carried  with  his  bank,  except  the  checking  account  in  Provi- 
nce for  the  labor. 
Mr.  Kelley.  And  were  these  deposits  to  be  carried  in  the  savings 

Kartment  i 
It.  Craxor.  I  never  heard  of  that  before. 
Mr.  Kelley.  WelU  did  Mr.  Sands  protest  that  he  was  taking  a 
od  many  chances  in  loaning  $125,000  to  a  concern  that  the  Govern- 
snt  thought  was  not  in  a  tx)sition  to  carry  out  its  contract  and  took 
security  for  a  loan  except  the  statement  from  you  that  they  would, 
they  ever  had  any  money,  put  it  in  the  bank  ? 
Mr.  Cranor.  Well,  he  told  me  that  he  did  not — that  he  considered 
i.t  a  matter  of  that  soi*t  was  worth  more  money  than  they  were 
ying  for  it  because  he  had  to  take  a  risk. 
Mr.  Kei^ley.  He  took  a  big  chance? 

Mr.  Cranor.  1  would  not  say  he  took  big  chances:  I  would  say  he 
>k  a  business  man's  chance  with  business  men,  I  think  any  banker 
s  to  take  a  business  man's  chance  with  business  men. 
Mr.  Kelley.  Did  he  tell  you  that  he  had  done  this;  that  he  had 
ken  this  up  with  a  number  of  contractors  and  they  had  agreed  to 
ike  this  loan  on  this  contract  ?* 

Mr.  Cranor.  No,  sir ;  as  I  recall  it,  he  told  me  he  consulted  some 
his  friends;  that  he  had  done  a  little  underwriting  business  on  the 
ie, 

Mr.  KeliJ':y.  It  was  not  to  be  done  by  the  bank  at  all? 
Mr.  Cranor.  That  is  my  understanding;  it  was  to  be  done  with  his 
lends. 

Mr.  Kelley.  Not  the  bank? 

Mr.  Cranor.  Not  the  bank ;  and  he  took  about  a  week  to  give  me  an 
iswer,  as  I  recall,  and  wrote  a  personal  letter  to  the  auditing  de- 
irtment,  to  Mr.  New,  guaranteemg  to  do  it,  which  should  confirm 
at  view,  I  should  think.  I  didn't  know  that  the  loan  was  to  be 
ide  by  his  bank,  of  course ;  that  was  not  a  matter  for  my  concern. 
Mr.  Kelley.  I  thought  you  said  that  the  security  for  the  loan  was 
5  deposit  in  the  bank;  that  the  bank  required  that  these  deposits 
the  company  should  be  made  in  the  bank  as  security  for  the  loan. 
Mr.  Cranor.  I  think  you  are  a  little  hard  to  understand — this 
uation — I  mean  one  of  us  is  far  away  from  the  other. 
Mr.  Kelley.  I  may  say  this  is  a  very  difficult  transaction  for  me; 
has  been  all  along*  Mr.  Cranor,  I  assure  you. 

Mr.  Cranor.  To  my  mind,  you  got  it  mixed  or  I  am  mixed  with 
u,  one  or  the  other. 

Mr.  Kelley.  Our  minds  do  not  quite  meet. 
Mr.  Cranor.  No. 

Mr.  Kelley.  All  right ;  let  us  see  if  we  can  get  together  on  this, 
d  see  how  this  banker,  a  skilled-minded  man  would  loan  $125,000 

thout  security. 

Mr.  Cranor.  As  I  arranged  it  with  Mr.  Sands,  and  understood  it, 
was  to  get  some  friends  to  underwrite  with  him  this  loan  of  $100,- 
)  or  $125,000  during  the  life— constructive  life  of  this  contract— 
the -construction  of  ships,  for  which  he  thought  he  ought  to  have 
ittle  more  inoney,  but  finallv  agreed  on  $40,000;  and  after  several 
/s  I  should  say  about  a  week,  he  wrote  a  letter  to  the  auditing 
)artraent  that  he  would  guarantee  that  much  working  capital. 
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It  rocked  alonff  for  a  few  days,  and  this  contract  was  not  graD 
Mr.  Hussey — 1  never  went  into  the  department  to  see  about 
Mr.  Hussey  did  that.  He  was  there  most  of  the  time  durinj 
time  and  was  stopping  at  the  Raleigh  Hotel,  and  Mr.  Hussey  re] 
to  nie  several  times  that  he  had  made  no  process,  and  I  finally 
up  and  saw  Mr.  New,  the  auditor,  and  then  it  was  that  he  ask 
a  letter  signed  by  Mr.  Sands,  as  cashier  and  vice  president 
bank,  for  this  loan,  and  Mr.  Sands  gave  it.  I  assumed  that 
gave  it,  he  must  have  consulted  the  board  of  directors,  alt 
that  is  something  I  know  nothing  about. 

Mr.  Kelij:y.  That  will  be  a  matter  between  the  Shipping 
and  the  bank. 

Mr.  Ckanor.  Absolutely.    Now,  are  we  straight? 

Mr.  Kelley.  Well,  1  understand  what  you  say,  Mr.  Cranor. 

Mr.  Cranor.  All  right ;  that  is  the  main  thing. 

Mr.  Kelley.  And  1  don't  imply  anything  by  that ;  I  simply ' 
stand 

Mr.  Cranok.  My  version  of  it? 

Mr.  Kelley.  Your  version  of  it. 

Mr.  CiL\N()R.  Yes,  sir.  • 

Mr.  Kelley.  Well,  now,  after  you  got  through  with  this  tr 
tion,  what  service  did  you  render  to  the  company  after  that  ^ 

Mr.  Cranor.  Finishing  this  up? 

Mr.  Kelijcy.  Yes;  and  the  rolls — the  bending  rolls. 

Mr.  Cranor.  Oh,  I  don't'  think  I  rendered  them  very  mi 
done  little  things  that  they  wanted  looked  after — hunting  up  m 
that  they  needed  from  the  department,  punching  them  up  ) 
hit,  you  might  say,  and  little  things  like  that  is  about  all  I  done 

Mr.  Kelley.  Your  contract  was  that  if  you  assisted  in  pre 
this  contract,  and  helped  arrange  the  credit,  that  you  would 
a  salary  as  long  as  the  contract  was  in  force? 

Mr.  Cranor.  No,  sir. 

Mr.  Kelley.  Just  state  what  that  was,  will  you? 

Mr.  Cranor.  My  agreement  just  reads  that  I  was  to  be  a.« 
to  the  president,  to  assist  him  in  whatever  manner,  way,  sh 
form  I  could,  and  it  goes  on  and  mentions  those  matters 

The  Chairman.  Yes. 

Mr.  Cranor.  Which  salary  was  to  run  during  the  life  of  the 
tracts. 

Mr.   Kelley.  What  contracts? 

Mr.  Cranor.  I  don't  think  there  was  any  contracts  mention* 
Downey  Shipbuilding  Co.  had  a  contract  and  the  Providence 
ncoring  Co.  was  hoping  to  get  a  contract. 

Mr.  Kelley.  Was  not  there  some  specific  contract'  under 
oration? 

Mr.  CiLVNOR.  Xo,  sir;  no,  sir. 

Mr.  KeliJ':y.  And  you  were  to  draw  pay  as  long  as  they  h 
contracts  at  all  with  the  Government? 

Air.  Cranor.  Yes,  sir;  as  long  as  the  contracts  ran,  I  was  to 

salarv. 

Mr.  Kelley.  Either  from  the  Downey  Shipbuilding  Co. 

Providence,  either  one? 

Mr.  Cranor.  Yes,  sir;  the  same  thing. 
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Kelubt.  And  you  were  carried  on  the  pay  roll  of  the  engineer- 

oapany? 

Cranor.  Yes,  sir ;  I  was  earned  on  both  pay  rolls — one  part  of 

le  and  the  other  part  of  the  time. 

Kelley.  But  never  on  both  at  the  same  time  ? 

Cranor.  No,  sir ;  sorry  to  say. 

Kelley.  Well,  they  might  properly  come,  I  suppose,  as  divided 

es 

Cranor.  Well,  that  is  for  you  to  speculate  on  and  not  me,  for  I 
:now. 

Kelley.  I  say.  you  might  properly,  and  did,  render  services 
h  companies,  didn't  you  ? 

Cranor.  Well,  I  reckon  so;  but  I  don't  know  how  they  ar- 
that. 

Kelley.  But  they  might  have  properly  divided  and  carried 
your  salary  on  one  pay  roll  and  part  on  another? 
Cranor.  I  can  not  say ;  I  don't  know  what  they  done. 
[Celley.  But  they  didn't  do  that  ? 
Cranor.  I  don't  know.  v 

f EI jiEY.  You  know  where  your  checks  came  from  ? 
^Ranor.  Yes;  that  is  all  I  know. 

^KixEY.  How  long  did  your  checks  come  from  the  Providence 
;ring  Co.  ? 

-Ranor.  Well,  I  reckon  they  came  from  there  about  May  or 
1918  until  October  1, 1919. 

^b:lley.  And  before  that  time  they  came  from  the  Downey 
Ming  Co.? 
JtANOR.  Yes,  sir. 

^elley.  And  when  you  went  down  there  you  were  not  in  the 
of  the  Providence  Engineering  Co.,  but  the  Downey  Ship- 
?Co.? 

Cranor.  Right!     Right! 

Celley.  But  you  figured  that  these  two  concerns  were  prac- 
controUed  by  Mr.  Downey,  anyhow,  and  your  services  over- 
more  or  less? 

'ranor.  Well,  I  don't  know  that  I  made  any  particular  figures, 
)ur  name  ? 

Celley.  Kelley.     My  name  is  Kelley. 
IJranor.  Then,  Mr.  Kelley,  I  tried  to  get  what  I  was  asked 

Celley.  By  whom  ? 

Cranor.  Bv  Mr.  Downey,  on  behalf  of  his  company^  and 
3  told  me  that  he  practically  owned  the  Providence  Engineer- 
I  assumed  that  tnat  was  as  much  a  part  of  my  duty  as  the 
1  Shipbuilding  Co.  was. 
J^ELiiEY.  And  you  looked  after  both? 
!!ranor.  I  looked  after  both. 
CeliJ':y.  How  long  did  you  stay  in  Washington^ 
.>ranor.  I  remained  in  Washington  until  the  27th  of  March, 

Ceixey,  About  a  year  after  this  transaction  ? 

Cranor.  Yes,  about. 

Lelley.  You  didn't  have  very  much  to  do? 
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Mr.  Ckanor.  No,  sir. 

Mr.  Kelley.  You  didn't  i^et  any  more  contracts? 

Mr.  Ckanor.  No,  sir.  Air.  Downey  asked  me  to  keep  myself-to 
keej)  posted  as  to  the  conditions,  so  that  they  could  get  a  new  cot 
tract,  if  they  could  ^et  one  at  any  time,  and  that  is  why  he  asked b» 
to  remain  tliere.  lie  thought,  as  both  of  us  thought  at  the  tiioe, 
that  the  war  was  going  to  go  on  quite  a  while,  and  that  he  mightg* 
another  contract  lor  ships,  and  he  asked  me  to  remain  in  WashingtoB. 

Mr.  Kelley.  You  had  an  office,  did  you,  down  there? 

Mr.  CiLVNoR.  No,  sir. 

Mr.  Kelley.  Just  a  room  at  the  hotel? 

Mr.  Ckanor.  I  had  two  rooms  at  the  Willard  Hotel. 

Mr.  Kklj.i:y.  Were  you  allowed  any  expense  account? 

M:.  Ckanck.  Well.  I  was  supposed  to  have  my  salaiT  and  ei- 
])eiise  account  allowed,  but  it  was  not — I  don't  know,  I  have  not  re- 
ceived the  expense  account  yet. 

Mr.  Kelley.  None  at  ixWi 

Mr.  Ckanor.  Well,  I  received  some  of  it,  but  I  have  no  expense 
acccnint  frcni  possiblv  June,  or  somewhere  along  there,  in  1018. un- 
til the  1st  of  April,  mi). 

Mr.  Kelley.  You  were  allowed  a  lump  sum  for  expenses,  or  were 
you  nHjuired  to  put  in  a  statement  from  time  to  time,  statiug  what 
your  expenses  were? 

M:.  Ckanor.  AVell,  he  just  gave  me  a  lump  sum  to  use  for  ex- 
])ensts  when  I  went  down. 

Mr.  Kelley.  Entertainment  and  that  kind  of  thing? 

Mr.  Ckanor.  No. 

Mr.  Kelley.  Just  your  own  expenses? 

Mr.  Cranok.  1  didn't  have  any  entertainment  to  do;  it  was  un- 
necessary: only  when  some  of  your  good-looking  Congressmen  liked 
to  come  over  and  have  a  drink  Avith  me;  that  would  have  been  all 
right. 

Mr.  Kelley.  Practicallv  a  good  deal  of  this  time  vou  were  there! 

Mr.  Cranor.  1  was  there  practically  all  of  the  time. 

Mr.  Kelley.  And  Mr.  Downey's  attorney  was  there  some  of  the 
time^ 

Mr.  Cranok.  Oh,  I  doivt  rei-kon  so;  he  came  down  occasionally,  1 

reck(^n. 

Mr.  Kelley.  Mr.  Hussey  was  there  a  good  deal  of  the  time? 

Mr.  Cranor.  Until  the  time  that  this  contract  was  received;  I 
don't  reckon  that  he  was  there  after  that  at  all;  I  don't  know. 

Mr.  IvEr.LEY.  Ml'.  Downey  was  there  himself,  some? 

Mr.  Cranok.  AVell,  mighty  little;  he  came  down  but  a  time  or 
two  or  three,  up  to  the  time  of  receiving  this  contract,  and  maybe  a 
time  or  two  afterwards,  to  my  knowledge. 

Mr.  Kelley.  Did  you  represent  any  other  corporation  while  yon 
we?e  in  Washington^ 

Mr.  Ckanor.  Xo,  sir. 

Mr.  Kelley.  Now,  the  other  day,  when  you  went  to  Washington. 

who  s(»nt  for  you  '( 
Mr.  Cranor.  XoIkmIv. 

Mr.  Kelley.  Mr.  Tvreednle  asketl  you  to  come  down? 
Mr.  Cranor.  Xo,  sir. 
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LLEY.  To  whose  office  did  you  go  when  you  went  down 

VNOR.  I  went  to  the  treasurer's  office  of  the   Shipping 

.  Boiling's  office. 

*LEY.  Went  to  see  Mr.  Boiling  right  away? 

NOK.  I  went  up  to  Mr.  Boiling's  office,  and  Mr.  Boiling  was 

Mr.  Tweedale,  and  Mr.  New  came  in  very  shortly  after- 

JJ5Y.  They  were  there  waiting  for  you  ? 

NOR.  Yes,  sir. 

XEY.  ,They  knew  you  were  coming  ? 

NOR.  I  told  them  the  night  before  that  I  was  coming  down. 

.LEY.  You  wired  them  that  you  were  coming  down  ? 

.NOR.  No,  sir;  I  told  the  office  here  to  tell  them  over  the 

was  coming. 
JJCY.  But  there  was  not  any  request  from  them — that  is, 
end  of  the  line  for  you  to  come  down? 
NOK.  No,  sir.     • 

.LEY.  And  you  made  a  statement  there  in  the  presence  of 
as  to  just  what  your  understanding  of  the  transaction  was? 
NOR.  I  told  them  just  about  what  I  told  you  all. 
XEY.  Did  you  have  quite  a  controversy  with  Mr.  Sands, 
u  paid  for  these  commissions — that  is,  these  commissions 
tes  instead  of  cash  ? 

NOR.  I  never  heard  anything  about  it.  He  never  spoke  to 
t,  and  what  Mr.  Downey  done,  I  don't  know ;  I  don't  know 

controversy  was. 

.LEY.  The  testimony  is  here,  that  he  expected  money  and 
im  that  the  notes  would  be  all  right  and  good,  and  to  have 
ibout  them.     So,  you  never  talked  to  him  about  the  notes 

NOR.  No,  sir;  I  never  talked  to  him  about  the  notes,  I  do 

►vhat  he  and  Mr.  Downey  talked  about.     I  was  not  present 

t  have  anything  to  do  about  it. 

XEY.  But  he  never  expressed  any  fear  that  perhaps  these 

X  not  be  paid  to  you  ? 

NOR.  No,  sir ;  he  never  mentioned  anything  about  notes  to 

)ld  me  he  had  received  it  in  notes. 

LEY.  Oh,  he  told  you  that  he  received  it  in  notes? 

NOR.  Yes. 

•LEY.  Did  he  express  some  disappointment  ? 

NOR.  Well,  I  don't  reckon  so ;  I  don't  remember  about  it. 

.LEY.  You  agreed  that  he  should  have  the  $40,000,  didn't 

NOR.  No,  sir,  I  didn't  make  any  arrangements  about  that ; 

that  he  would  have  to  arrange  all  that  with  Mr.  Downey. 
.LEY.  Where  did  Mr.  Hurley  send  you,  when  you  went  to 

to  whom  did  he  send  you  ? 

NOR.  Well,  I  don't  thmk  that  he  sent  me  any  place.     We 
out  this  matter  a  little  while,  and  I  think  he  told  me  to 
BZ  later ;  I  don't  know  but  what  he  told  me,  might  be  that 
ly,  something  like  that ;  I  don't  remember. 
LEY.  Did  you  see  Mr.  Piez? 

I— 20— PT  7 40 
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Mr.  Cranor.  I  saw  Mr.  Piez  later. 

Mr.  Kkllky .  Did  be  send  you  to  somebody  else  ? 

Mr.  Cranor.  I  don't  think  so;  I  don't  remember.  I  never  was  a 
the  department  but  once  or  twice,  never  spoke  to  anybody  but  ooei 
or  twice :  Mr.  Hussey  did  all  that  work. 

Mr.  Kkllky.  Mr.  Ilussey  was  looking  after  the  details  of  thecofr 
tract ( 

Mr.  Cranor.  Oli,  yes,  he  attended  to  that;  I  never  went  in  then 
but  one  or  two  times. 

Mr.  Kkllky.  AVhen  you  went  down  there,  you  did  not  know  tlul 
your  chief  liusiness  wouhl  be  arranging  the  credit? 

Mr.  Cranor.  Xo,  sir,  T  didn't  know  aii3'thing  about  it;  I  thou/djt 
his  cn^dits  were  all  ri^ht :  I  didn't  know  anything  about  the  Proii- 
deuce  En<rineerin<r  Co.'s  business  when  I  went  down  there:  it  WM 
not  nientione<l  to  me. 

Mr.  IvKiiLKY.  AVell,  what  was  the  idea  of  your  going  down? 
.  Mr.  Cranor.  I  went  down  for  the  Downey  Shipbuilding  Co. 

Mr.  Kkllky.  To  help  to  get  contracts? 

Mr.  Cranor.  Yes,  sir. 

Mr.  Kkllky.  Did  Mr.  Hussey  say  he  was  having  trouble  in  getting 
them  himself^ 

ilr.  Cranor.  Yes,  sir;  Mr.  Hussev  told  me  that  the  ProviJew 
Euirineering  Co.  might  make  a  contract  or  two,  when  I  caoie  dofi 
there.  Mr.  Downey  came  down  there  one  day  and  introduced  me  to 
him,  and  then  he  told  me  he  was  president  of  the  Providence  En- 
gineering Co. — if  he  was  president,  I  don't  remember — ^but  anyhow 
he  Avas  managing  that  afiair,  and  that  he  wanted  me  to  helper. 
Hussey  jret  a  contract  for  some  tugs  that  they  were  bidding  on. 

Mr.  Kkllky.  Had  he  ever  had  any  business  transactions  withy* 
before  ? 

Mr.  (Cranor.  AVho,  Mr.  Hussey? 

Mr.  Kkllky.  Xo,  ilr.  Downey. 

Mr.  Cranor.  Xo,  sir. 

Mr.  Kkllky.  Do  you  know  who  recommended  you  to  him? 

Mr.  Cranor.  Xo,  sir:  I  do  not;  I  don't  remember. 

Mr.  Kkllky.  How  long  have  vou  known  him! 

Mr.  Cranor.  Well,  I  suppose!  have  known  him  for  a  year  or  two, 
but  I  don't  just  rememl)er. 

Mr.  Kkllky.  Were  you  here  in  New  York? 

Mr.  (Cranor.  Yes;  very  little,  however. 

Mr.  Kkllky.  How  long  have  you  lived  in  New  York! 

Mr.  Cranor.  Well,  I  have  been  here  a  good  deal  for  seven  or  ei^ 
years:  all  told,  since  1910. 

Mr.  Kkllky.  In  answer  to  a  question  by  Mr.  Walsh,  I  think  yon 
stated  that  you  thought  this  contract  went  through  rather  speedily. 

Mr.  Cranor.  Yes,  sir. 

Mr.  Kkllky.  Rather  easily? 

Mr.  Cranor.  T  think  so. 

Mr.  Kkllky.  I  thought  you  went  down  because  Mr.  Hussey  ^i» 
having  trouble? 

Mr.  Cranor.  I  didn't  know  anything  about  that:  I  told  you  thit 
I  wont  down  there  for  the  Downey  Shipbuildimr  Co.,  but  I  didn't 
know  there  was  such  a  thing  as  the  Providence  Engineering  Co.  nor 
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lussey  either;  I  didn't  know  anythin<r  alxiut  that,  and  after  I 

>ee'n  there  a  little  while,  why,  Mr.  Downey  told  me  he  owned 

ompany  and  they  had  a  bi<l  in  for  these  tii^s,  and  they  hadn't 

a^ttin^  any  place  with  them. 

.  Keij^y.  They  hadn't  any  other  contracts  except  the  one  made 

ne  or  July  the  year  before  ? 

.  Cranor.  That  is  all. 

.  Keijjsy.  Were  not  having  any  trouble  wnth  that,  w^ere  they  ? 

.  Cranor.  They  were  having  a  ^ood  deal  of  trouble  with  niate- 

and  other  thin^. 

'.  Kelley.  You  went  down  there  rather  to  kind  of  help  with  the 

contract  rather  than  a  second  ? 

\  Cranor.  Yes;  I  went  to  try  and  help  ^et  some  material,  and 

hin^  and  another,  throu^jh. 

r.  Keixey.  And,  then,  when  the  question  of  a  second  contract 

up  you  were,  of  Ciuirse,  interested  in  heli)in^  that  along  also? 
\  Cr  vnor  .  Yes,  sir. 

'.  Kelley.  Your  employment  originally  was  with  the  idea  of 
ng  things  moving  on  the  first  contract? 
.  Cranor.  Exactly,  that  is  what  I  was  to  do ;  yes,  sir. 
.  Kelijsy.  Are  you  sure  that  these  tugs  that  you  spoke  of,  that 
being  built  by  the  Schwab  people,  were  the  same  size  and  type 

?ver^hing 

.  Cranor.  Same  identical  thing. 
.  Keuley.  As  the  ones  you  were  bidding  on  ? 
.  Cranor.  Yes,  they  were  standardized. 

.  Kelij5Y.  There  were  a  great  many  changes  made  in  these  tugs 
^'ards,  wasn't  there? 
CuANcR.  Well,  I  believe  that  thev  asked   for  a  number  of 

if  not  all.  to  be  turned  into  oil  burners  instead  of  coal  burners, 
ik  that  change  was  made. 

.  Kelley.  Well,  you  figured  if  it  had  not  been  for  this  letter 
r.  Sands,  probably  the  contract  would  have  been  held  up  in- 

tdy? 

.  Cranor.  I  think  that  if  the  auditing  department  of  the 
)ing  Board  had  not  received  that  letter,  or  some  other  financial 
from  a  financial  group,  guaranteeing  this  working  capital, 
t  probably  would  not  have  been  granted  at  all. 
.  Kkllky'.  Do  you  know  whether  Mr.  Downey  had  to  pay 
ir  ccmmrssions  for  obtaining  credit  in  connection  with  the 
ley  Shipbuilding  Co.? 

.  Cranor.  Well.  Mr.  Kelley.  if  he  re<'eive(i  any  underwriting 
bankers,  he  had  to  pay  for  them.  If  you  have*  met  a  groiD  of 
»rs  that  did  not  charge  that  way,  I  would  like  to  get  acquainted 

them. 

.  Kelley.  Your  understanding  is  that  it  was  the  custom  for 

»rs  to  require  shipbuilding  companies  during  the  war  to  pay 

vhere  in  the  neighborhood  of  40  per  cent  for  establishing  a 

;  of  a  shipbuilding  company  ? 

.  Cranor.  No,  sir:  I  have  not  any  understanding  of  that  kind, 

Celley.     But  I  have  been  dealing  with  bankers  for  about  25  or 

irs  myself,  and  my  understanding  is  that  they  charge  about  all 

»n  get  generally  to  you  on  any  business  that  you  go  into  when 
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you  need  assistanee:  and  the  more  you  need  assistanre.  ^nerallv,dt 
more  they  charge.     And  you  inferred  that  this  was  rather  a  m^\ 
risk  a  hit  a^o,  so  I  sliouhl  think  that  the  risk  was  not  a  «rreat 
for  if  it  were  it  wouhl  have  heen  more.    That  is  my  exi^eriencea 
ohtainin<r  financial  assistance.    I  don't  know  what  your's  is, but 
is  mine,  and  I  have  had  quite  a  bit  of  it  to  do. 

Mr.   Kkllky.  Now,  I  am  asking  you  whether  you  know,  io 
(•ase  of  Mr.  Downey's  other  corix)rati<m,  the  Downey  ShipliuiMli 
<\).,  whether  or  not  any  such  simihir  commission  had  been  paid? 

Mr.   Ckanoij.  AVell,  now,  I   dcm't   know   aiiythin«r  about  it, 
KeMey.    Hut  I  think  tliat  Mr.  Downey  said  to  me  at  this  time," 
Cranor.  if  vou  can  i)ossiblv  arran^re  this  in  Washinirton.  I  wishi 
woidd,  because  I  had  to  pay  rather  a  heavy  charjre  for  the  und 
writinir  Iu»rc  to  the  <rn>uj)  of  bankers,  and  T  had  to  give  thems 
stock  l>esi(les" — T  don't  know  what  it  was,  and  I  don't  know  tl 
mv  UKMoorv  is  correct  about  that,  but  I  think  that  is  what  Downer: 
tohl  mc. 

Mr.  Kkm.ky.  When  you  tohl  liim  this  would  be  §4<MNi()  forth 
$10(),()()()  of  credit,  he  thought  that  was  as  well  as  he  could  <loi 
New  ^'ork  ( 

Mr.  Ckanoh.  AVell,  he  kicked  like  the  devil  about  it,  but,  of  i-oursd 
he  finally  agreed  to  it,  because  if  he  had  not  thought  it  wasasjioJ 
as  h(»  could  do,  he  would  probably  not  have  done  it.  That  wouMlie 
my  id  CM. 

Mr.  Ki:lm:y.  Di<l  he*say  the  bankers  in  New  York  with  whomta 
was  doing  business,  would  not  furnish  the  credit  at  all? 

Mv.  ('i:\NnK.  AVell,  I  don't  know  just  what  he  said  alwut  it. hot 
as  well  as  1  remember  it.  he  told  me  he  would  have  to  pay  a  <ro<Kl,HiK 
attorney's  fee  and  pay  for  an  examination  and  all  these  kimlol 
things,  and  then  he  would  have  a  good,  big  banking  fee  to  pay- 
that  is  my  rcf'ol lection  of  what  it  would  cost  him,  and  it  woulilcort 
him  a  deal,  which  he  wanted  to  obviate  at  that  time  because  it  seeiK 
to  me,  if  my  nuMuory  serves  me  correctly,  that  he  could  make  lli 
subcontract  "with  the  Keylei-Purdy  Co.,"  and  maylje  he  was  fipn^ 
ing  with  somebody  else,  some  other  parties  were  figuring  on  that- 
1  am  not  sure  of  these  things  l)ecause  it  was  not  a  matter  I  should 
charge  my  memory  with  at  all,  it  was  a  matter  of  arranging  thin? 
down  there,  but  it  runs  in  my  memory  that  it  was  something  of  thit 
kind  and  that  was  the  reason,  as  T  reiiiemlwr  it.    He  asked  me  about 
it  and  I  told  him  that  the  fee  was  fair. 

Mr.  Kklf.ky.  There  would  not  be  anything  wnmg  in  your  [!rt- 
ting  tlie  assistance  of  Mr.  Sands  and  paying  him  a  ccmmiission  for 
any  other  services^ 

Nir.  Chavck.  What  (»ther  services? 

Mr.  Kr.i.LKY.  Such  as  heljung  him  with  the  bending  rolls:  that 
woidd  be  a  |)erfect  legitimate  transaction,  wouUhrt  it?  He  wis 
not  a  (i(»vernment  ofticial  at  all? 

Mr.  CitANnii.  Oh,  no. 

Vr.  Ki;i  i.r.Y.  If  he  could  help  you  in  any  way  to  get  tlu^e  bendiiij 
rolI>.  cvcii  if  vou  had  to  |)ay  for  it,  there  would  be  no  objectitin  toil 

Mr.  C'lJANoi!.   I  do  not  know  that  there  would  be,  and  1  do  not  se 

whv  I  shouhl. 

Sir.  Kki.lky.  I  know:  but  your  testimony  is  that,  so  far  as  yv 
krunv.  he  <lid  not  receive  uuyt\\\\A^  ^v>t  W\^\>ftTvv\\^^xQ\\s^^ 
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Cranor.  Mr,  Sands? 
Keljlet.  Yes. 
r.  Cranor.  Not  as  far  as  I  know.  I  certainly  would  know  about 
lie  did ;  not  that  I  know  of. 
.  Keij*ey.  And  that  there  was  no  $1,000  ever  paid,  so  far  as  you 
? 
r.  Cranor.  No,  sir. 
r.  Kelley.  To  Mr.  Sands  for  efficient  help  wnth  the  bending 

r.  Cranor.  No. 

r.  Kelley.  He  did  that  just  because  you  happened  to  mention 
A  to  him? 

r.  Cranor.  Well,  he  was  very  good  about  doing  anything  that  he 

Id,  that  you  would  ask  him  to  do ;  telephone,  or  anything  like  that^ 

it  may  be  that  he  spoke  to  him  about  something  like  that — 

on't  remember  about  that. 

^M^.  Kelley.  It  was  subsecjuent  to  the  other  arrangement,  the 

tract?     It  was  afterwards,  wasn't  it? 
Idr.  Cranor.  No;  it  was  before,  these  bending  rolls  was  the  first 

^r.  Kelley.  They  came  up  first  ? 
Sj^JkCr.  Cranor.  They  came  up  very  early  after  I  had  gone  down 

•  -Mr.  Kelley.  You  saw  quite  a  good  deal  of  Mr.  Sands,  of  course, 
•oout  the  hotel  there,  both  staying  at  the  same  hotel  ? 

3Hr.  Cranor.  Well,  not  a  great  deal.    I  saw  him  occasionally. 

^r.  Kjbxley.  Evenings? 

^r.  Cranor.  Sometimes  he  phoned  me  and  asked  me  to  come  down 
^*^d  sometimes  I  did  and  sometimes  I  did  not. 
^  Mr.  Kelley.  Lunched  together  and  had  dinner  together  some- 

Mr.  Cranor.  Well,  perhaps  a  time  or  two,  not  much. 

Mr.  Kelley.  You  were  old  acguaintances  ? 
J^^Mr.  Cranor.'  I  have  known  Mr.  Sands  probably  30  years,  and  I 
^ined  with  him  a  time  or  two,  generally  have  dinner,  I  thmk. 

Mr.  Kelley.  You  had  not  talked  w^ith  him  about  this  credit  matter 
P*  all,  about  the  time  the  contract  was  made  ? 

Mr.  Cranor.  I  did  not  talk  to  him  about  it  at  all ;  I  had  to  put  the 


ing  through  quickly,  I  had  to  have  the  credit. 
Mr.  Kelij-.y.  It  was  done  quickly,  was  it  i 


Mr.  Cranor.  Yes,  sir. 

Mr.  Keixjey.  Within  a  few  days? 

Mr.  Cranor.  Done  within  a  few  days;  and  he  also  studied  over 
the  matter  and  worked  over  it  about  a  week  before  he  wrote  this  let- 
ter that  he  would  do  it,  and  then  it  was  probably  a  few  days  later 
When  he  finally  did  give  the  bank  letter. 

Mr.  KELI.EY.  And  that  is  the  end  of  your  connection  with   th^ 

transaction?  . 

Mr.  Cranor.  Oh,  yes ;  that  is  all  I  had  to  do  wnth  it. 

The  Chairman.  ^Vell,  as  a  matter  of  fact,  Mr.  Cranor,  what  >4^^ 
Sands  did  in  furnishing  this  letter  to  the  Shipping  Board  credit  ^^ 
r>artment  di<l  help  the  Providence  Engineering  Co.  m  uettinpr    ^^, 
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Mr.  Ckaxor.  It  absolutely  gave  them  the  contract;  they  had 
have  that  letter  or  a  similar  letter  from  some  financial  group orii 
tution  to  ^et  it,  as  I  understand  it. 

Tlie  CiiAiKMAx.  Now,  when  you  understood  that  Mr.  Sands 
trniii^r  to  arrange  for  this  credit  amongst  the  group  of  his 
and  Iiiniself 

Mr.  Ci{AX(»«.  Yes.  sir. 

Mr.  CiiAiKMAN.  Had  yon  agreed  upon  the  commission  that  wisl 
be  paid  Iiini  at  that  tinie^ 

Mr.  ('KANdii.  Well,  my  recollection  is  that  while  we  had  not  a^i 
we  were  very  elose  together,  somewhere  near. 

The  CiiAiKMAN.  Now,  when  the  credit  department  insisted  th§t 
send  a  letter  signed  as  an  officer  of  the  bank  did  vou  have  any  W 
cussion  with  Mr.  Sands  with  reference  to  the  fee  paid  or  tobepiidi] 

Mr.  Ckanok.  Oh,  no,  sir. 

The  CiiAiKMAN.  So  that  vou  did  not  know  until  Mr.  New  told TOij 
that  the  arrangement  had  been  changed,  and  instead  of  Mr.  Sindi 
furnisliing  this  credit  personally,  together  with  some  of  hisfrienck,] 
that  he  was  furnishing  it  as  an  official  of  the  bank,  and  thatIA 
friends  were  out  of  it? 

Mr.  Cranor.  No,  sir;  I  didn't  know  anything  about  it  until thcL 

The  (^iiairman.  And  afterwards  did  you  have  any  discuaifltt 
with  Mr.  Sands  or  talk  about  to  whom  the  fee  should  be  paid- 
whether  it  should  be  paid  to  him  or  whether  it  should  go  to  the  Dink! 

Mr.  Cranor.  No,  sir;  I  never  had  any  discussion  about  that 

The  Chairman.  My  recollection  is  that  in  your  previous  testimony 
you  stated  that  you  paid  Mr.  Sands  $40,000? 

Mr.  Cranor.  No,  sir — Mr.  Downey. 

The  Ciiauoian.  If  vou  did  sav  that,  it  is  a  mistake? 

Mr.  Cranor.  It  is  a  mistake. 

The  Chairman.  You  actually  did  not  pay,  but  Mr.  Downey  pwd 
it  or  had  charge  of  paying  it? 

Mr.  I  i!AN(  K.  As  {'■)  liiat.  1  wjis  not  present  wh?n  that  wasdone.and 
I  di(hrt  l:now  how  it  was  arranged,  except  by  what  was  said  to rw 
afterwards  ^ 

Tlie  Chairman.  Did  vou  ever  dine  at  the  AVillard  Hotel  with  Mr.  ! 

• 

B(dlin;jf^ 

Mr.  Ci:an(  R    Xo:  1  don't  think  so. 

Tilt'  Chaikman.  Now,  will  you  reflect  upon  that  a  moment  anu 
see  whetlier  you  cnn  recall  ever  havinjr  taken  dinner  one  evening 
with  Mr.  Boiling  yourself — you  and  him? 

Mr.  Ci:ax()R.  Well,  1  could  not  say  as  to  that.  It  is  jwssible, but 
I  do  ii')t  recall  it.  It  nu<rht  be  that' we  did.  I  saw  mi^htv  little  of 
Mr.  B(»lliii<r— nu<rhty  little.  Aiid  if  we  dined  together  it  slipped  my 
nieniorv.     I  doift  know.    We  mijrht. 

The  Chairman.  Did  you  see  Mr.  Boiling  in  his  office  at  the  Ship- 
l)in<r  Hoard  upon  any  matter  and  then  take  dinner  with  him  that 
same  evenin<r  at  the  Willard  Hotel? 

Mr.  Cranor.  No,  sir. 

The  Chairman.  You  are  sure  of  that? 

Mr.  Cran(;r.  Oh,  ves;  I  am  sure  of  that.  I  may  have  taken  dinne 
with  iiim  at  the  W'illard  Hotel,  but  I  did  not  see  him  at  his  offic 
about  anything. 
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rhe  Chairman.  Now,  you  are  sure  that  you  never  saw  him  at  his 
ce  and  took  dinner  with  him  the  same  evening  of  the  day  that 
Li  saw  him  at  his  office  at  the  Willard  Hotel  ? 

Sdr.  Cranor.  No  ;  I  would  not  say  that,  because  I  sometimes  went 
er  to  his  office  and  took  him  over  a  quart  of  liquor  and  put  it  in 
drawer,  and  I  may  have  been  over  there  and  done  that— I  don't 
ow.  I  difl  that  a  time  or  two,  sociably,  but  whether  I  did  it  that 
y  or  not  I  don't  know. 

The  Chairman.  That  is,  whether  you  did  what  that  day? 
Mr.  Cranor.  Whether  I  carried  over  a  bottle  of  liquor  to  him  that 
ly  and  then  had  dinner  with  him  that  evening,  I  don't  know — I 
ight.    I  don't  remember  anything  about  it. 

The  Chairman.  Now,  did  you  ever  see  him  at  his  office  on  a 
isiness  matter  and  then  take  dinner  with  him  that  same  evening  at 
e  hotel  ?  '  > 

Mr.  Cranor.  I  never  talked  business  to  Mr.  Boiling  in  ray  life. 
The  Chairman.  You  are  sure  of  that  ? 
Mr.  Cranor.  You  bet. 

Fhe  Chairman.  Now,  Mr.  Boiling  has  testified,  Mr.  Cranor,  that 
n  came  to  see  him  about  the  bending  rolls;  that  in  your  presence 
called  up  Mr.  Sisler,  and  that  evening  you  and  he  dined  at  the 
illard  Hotel.  What  do  you  have  to  say  about  that  ? 
Mr.  Cranor.  Well,  I  think  that  he  is  mistaken.  I  don't  know  any- 
nff  about  that,  and  he  may  have  spoken  to  Mr.  Boiling  and  asked 
•.Boiling  if  he  could  assist  me  to  get  the  rolls  over  that  evening, 
something;  I  don't  know. 
The  Chairman.  He  mav  have  ? 

Mr.  Cranor.  As  far  as  t  am  concerned,  I  never  spoke  to  him  about 
in  my  life,  that  I  remember.  I — I — I  was  asked  to  go  one  after- 
on  over  the  phone,  and  I  think  that  it  was  the  second  day  after 
it  that  Mr.  Cox  told  me  that  he  had  sent  the  order  to  the  Oowney 
int  for  them.  So  that  I  don't  think  that  I  had  any  occasion  or 
le  to  see  anybody  about  it,  because  there  wa^  not  much  about  it. 
[  went  over  and  seen  Senator  Martin,  and  I  think  he  had  some  one 
one  Admiral  Bowles  and  asked  him  if  there  was  some  way  that 
lid  be  found  for  these  rolls,  because  it  was  holding  up  the  ships, 
i  I  think  that  he  suggested  that  these  two  plants  in  the  West  were 
•y  close  together  and  could  roll  with  these  bilge  rolls  out  there — 
hink  that  was  the  conversatlbn  over  the  phone,  if  I  remember, 
:h  Admiral  Bowles  in  Philadelphia.  I  think  the  admiral  said  that 
would  arrange  the  matter  if  it  was  possible  at  all.  I  think  he 
d  the  Senator  that,  and  that  was  all  there  was  about  it.  I  may 
mistaken;  I  may  have  forgotten  something;  I  don't  know,  and  I 
I't  remember. 

rhe  Chairman.  When  you  had  this  talk  here  the  other  day  in 
ishington  with  Mr.  Boiling,  Mr.  Tweedale,  and  Mr.  New,  was 
jrthing  said  there  about  your  having  taken  up  the  bending-roU 
tter  with  Mr.  Boiling? 
At.  Cranor.  No,  sir. 

rhe  Chairman.  Mr.  Boiling  never  recalled  it  ? 
Air.  Cranor.  I  don't  recall  it;  I  don't  remember  it.    I  was  only 
h  him  a  few  minutes ;  simply  told  him  my  connection  with  arrang- 
these  finances,  and  what  it  was.    And  I  went  down  because  I 
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thought  it  was  the  duty  to  these  gentlemen  to  place  the  facts  before 
them  as  I  knew  them.  I  thought  it  was  due  everybody  that  the  fadi 
should  be  known,  and  I  made  a  statement  as  to  my  connection  witk 
that  to  them. 

The  Chairman.  Now,  a  few  days  ago  Mr.  Boiling  gave  a  statement 
to  the  press  in  the  presence  of  Admiral  Benson  and  Col.  Goff— bythe 
way,  do  you  know  C'ol.  Goff,  of  the  Shipping  Board  ? 

Mr.  Cranor.  No,  sir;  I  do  not . 

The  Chairman.  In  which  he  said — this  is  on  November  20. 

Mr.  Cranor.  Yes. 

The  Chairman  (reading)  : 

Mr.  Sands  hud  always  been  my  banker,  and  I  had  had  various  financial  tranw 
tions  witli  liini.  From  time  to  time  he  curtailed  that  note.  In  the  sprinpof  1918 
he  still  ()\ve<l  about  a  little  over  W)<H)  <m  that  note.  At  that  time  Mr  Smwls 
introduced  Mr.  Cninor  t(»  me,  asking  that  he  get  certain  i>le<*€»s  of  inachlnefy, 
bendinjr  rolls  they  were,  which  the  Fleet  (^jrjmration  were  to  funiish  the 
r)own(\v  Shipbuilding:  Co.  in  connection  with  the  constriicticm  of  vessels.  He 
asked  if  I  could  hel])  him  have  these  bending  rolls  shipixni  to  Downey.  Sdme 
time  after  that  Sands  told  me  that  he  had  receive<l  a  fee  for  procuring  thwf 
bending  rolls  from  Downey  and  offered  to  divide  it  with  me. 


Now,  do  you  recall  whether  Mr.  Sands  ever  introduced  you  to 
Boiling? 

Mr.  ('ranor.  No,  sir;  I  don't  recall.  He  might  have  done  so  in 
the  office  of  the  bank.  The  bank  was  on  the  comer,  a  rather  con- 
gested place;  he  mav  have  done  so,  but  I  don't  remember  of  it. 

The  Chairman.  t>ut  you  knew  Mr.  Boiling,  didn't  you? 

Mr.  Cranor.  I  knew  the  family  a  little,  of  course,  and  I  think  I 
knew  Mr.  Boiling,  but  he  may  have  reintroduced  him  for  all  I  know. 
I  don't  know. 

The  CiiAiiniAN.  You  may  have  asked  Mr.  Boiling  to  help  you  with 
the  bending- roll  matter? 

Mr.  Cranor.  There  may  be  .some  conversation  there  at  the  bank 
about  it,  l>ecause  I  was  never  in  the  office.  And  there  might  have 
been  something  about  it.  I  could  not  tell  you  that;  I  don't  recall  it 
at  all,  but  it  is  quite  possible  that  if  Mr.  Sands  had  told  me  that  Mr. 
Boiling  was  in  a  position  to  get  the  rolls  I  might  have  said  to  him, 
"  AVe  would  like  to  have  them,'"  and  I  may  have  said  that  it  was 
verv  important. 

TT he  Chairman.  That  may  have  taken  place  at  the  bank? 

Mr.  Cranor.  Yes ;  it  may  have.       • 

The  Chairman.  Will  you  sav  that  it  did  not  take  place  in  Mr. 
Boiling's  office  at  the  Shipping  Board? 

Mr.  Cran(»r.  No,  no,  no ;  it  did  not  take  place  there. 

The  Chairman.  Sure  of  that? 

Mr.  Cranor.  Yes ;  I  never  was  in  the  office,  that  I  know  of. 

The  Chairman.  Never  was  in  Mr.  Boilings  office? 

^Ir.  Cranor.  No  ;  not  at  that  time.  I  was  there  later,  after  all 
these — away  in  the  sumnu^r,  after  this  was  over,  I  was  in  the  office, 
but  T  was  never  in  his  office  until  in  the  spring,  that  I  know  of,  be- 
cause they  moved  their  offices  so  fast,  that  you  could  not  keep  up 
with  then!  down  there,  and  I  never  had  any  occasion  to  go  to  his  office. 

The  Chair.man.  Wliere  did  you  have  your  personal  bank  account 
while  in  Washington? 

Mr.  Cranor.  At  Mr.  Sands's  bank. 
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Chairman.  Commercial  Bank  ? 
^RANOR.  Yes,  sir. 

L'^HAiRMAN.  Have  you  had  any  controversy  with  Mr.  Downey 
ute  which  has  resulted  in  your  not  receiving  any  salary  for 
year? 

Lranor.  No,  no;  Mr.  Hussey  cut  that  off,  as  president  of  the 
ence  company,  and  I  took  it  up  with  Mr.  Downey  and  Mr. 
y  told  me  that  he  was  pretty  short  of  cash  because  the  Shipping 
owed  him  a  great  deal  of  money  yet;  he  could  not  get  his 
and  he  said  "  When  all  this  business  is  over,  I  will  adjust  this 
with  vou." 

Chairman.  Did  you  have  a  written  contract,  Mr.  Cranor? 
Cranor.  Yes,  sir. 

Chairman.  Have  yeu  got  a  copy  of  that  with  you  ? 
Cranor.  No,  sir;  it  is  a  letter,  just  a  letter  signed  by  Mr. 

Chair3Ian.  Have  you  got  that  with  you? 
Cranor.  No,  sir ;  it  is  a  letter  signed  by  Mr.  Downey,  I  think. 
Chairman.  Appointing  you  assistant  to  the  president  at  a 
1  salary  ? 

Cranor.  Yes,  sir. 

Chairman.  To  continue  during  the  life  of  the  contract  ? 
Cranor.  Yes^ir. 

Chairman.  Were  you  paid  monthly  ? 
Cranor.  Yes,  sir. 

Chairman.  Now,  did  you  engage  in  any  other  business  while 
shington  as  assistant  to  Mr.  Downey  ? 
Cranor.  No,  sir. 

Chairman.  You  never  entered  into  any  syndicates  or  pools? 
Cranor.  No,  sir. 

Chairman.  Transacting  anv  other  business  ? 
Cranor.  No,  sir.  No.  sir;  1  have  told  you  that  I  introduced 
nds  in  the  financing  ot  the  Mount  Vernon  &  Camp  Humphreys 
ad  to  a  Mr.  Fiske,  or  some  friend  of  his,  and  he  financed  that 
d,  and  on  which  he  got  $10,000,  and  he  said  he  would  give  me 
'  it  if  I  would  introduce  him  to  somebody  who  would  finance 
^  financed  it  and  he  got  his  check. 


Chairman.  Did  you  get  half  of  it? 
^'ranor.  No,  sir;  I  asked 


him  for  a  little  money  from  time  to 
He  told  me  that  he  was  short  of  cash,  and  once  in  a  while  I 
X)0  or  $5(K),  until  1  got  something  like  $3,000. 
Chairman.  You  still  feel  that  he  owes  you  something? 
.'ranor.  Yes,  sir. 

L^iiairman.  Was  that  paid  by  check  to  you? 
Jranor.  Well,  I  don't  remember;  I  expect  so.     It  might  have 
at  to  my  credit  or  it  may  have  been  paid  by  check;  I  don't 
)er. 

UiiAiRMAN.  You  still  carrv  an  account  in  tlie  Commercial? 
Jranor.  No  ;  I  have  not  any  account  there. 
Chairman.  Do  you  remember  just  about  what  time  that  was, 
ancing  of  this  railway  ? 

Cranor.  Well,  it  was  in  the  spring  of  1918 — I  don't  just  re- 
p — along  in  March,  perhaps. 
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The  Chairman.  Along  about  the  same  time? 

Mr.  C'ranor.  About  the  same  time;  yes.     I  think  so;  I  donttWt 
there  is  much  ditfereiice  in  it.     It  rocked  along  for  possibly  a  mcmt 
or  so:  I  don't  remember  about  the  time  it  was  done.    I  Sidntp*; 
very  niurh  attention  to  it,  because  I  didn't  have  anything  to  do 
it  other  than  that. 

Tlie  Chairman.  You  sav  vou  arranijed  to  advance  them^lOJ 

Ml-.  Ckanok.  No,  sir;  I  say  that  they — the  Washincrton  Street  Kail- 
way  treasurer,  or  some  official  of  that  company — tola  Mr.  Sands  that 
he  would  <rive  him  ii^l(),(H)()  to  put  him  in  connection  with  financien 
that  would  finance  the  Mount  Vermm  &  Camp  Humphreys  Railruai 
a  short  line  of  4  or  5  miles  that  would  extend  the  street  railway  from 
Mount  \'ernon  on  down  to  Camp  Humphreys:  I  think  it  isabouti 
or  T)  or  (*>  miles,  at  a  cost  of  a  quarter  of  a  million  dollars,  or  s<)iDe- 
thin»r  of  that  kind.  I  think  I  offered  to  introiluce  him  to  some  one, 
perhaps  Mr.  Pliny — I  think  possibly  that  was  the  man— ami  ther 
financed  it.  and  he  said  to  me  he  wouhl  give  me  $5,(K)0,  half  of  bis 
fee. 

The  Chairman.  Anything  fuither,  Mr.  Kelley? 

Mr.  Kkllky.  The  credit  which  Mr.  Sands  agreed  to  place  for  the 
Providence  Engineering  Co.^  of  $1(H),()(K),  was  not,  as  I  understand. 
Mr.  Cranor.  so  important  to  the  company  localise  of  any  value  it 
would  be  as  a  working  capital,  but  that  it  was  necessary  to  get  the 
contract ( 

Mr.  Cranor.  Well,  no:  I  would  not  like  to  say  that.  My  under- 
standing was  that  it  was  necessary  to  have  that  money  for  workiD? 
capital.  I  took  that  view  of  it  from  my  personal  experience  in  busi- 
ness. And  I  know  that  I  would  want  working  capital  to  pay  my 
})av  rolls,  etc. 

Nlr.   Kkllky.  Didn't  they  get  $28r),(XX)  from  the  contract  right 

away  ( 

Mr.  (  RANOR.  Yes,  sir;  but  I  would  not  like  to  take  a  defunct  con- 
cern and  walk  into  the  Shipping  Board  and  just  Jisk  them  to  pve 
him  a  contract  absolutelv  on  nothing,  if  they  were  to  givehiD^* 
check  of  that  magnitude.  ))ecause  that  did  not  look  very  well. 

Mr.  Kkllky.  Were  you  representing  a  defunct  concern K 

Mr.  Cranor.  No,  sir;  but  vou  see  thev  were  short  <i^  c.sh. 

Mr.  Kkllky.  It  was  a  defunct  concern? 

•Mr.  Cranor.  Xo,  sir. 

Mr.  Kkllky.  Was  it  in  a  good  financial  condition?         "  ,    , 

Mr.  Cranor.  Well,  it  would  be — I  would  not  say  that;  no.    I*'^^.!  i 
think  it  was.     1  don't  think  it  was  in  good  financial  condition.  1* 
it  was,  it  would  have  working  capital. 

Mr.  Kkllky.  You  were  trying  to  get  a  contract  from  the  Govern- 
inent  for  a  concern  that,  in  your  judgment,  you  did  not  think  vras 
jible  to  carry  out  the  contract? 

Mr.  Cranor.  Xo;  not  that. 

Mr.  Kkllky.  Just  what  did  you  think  you  were  trying  to  do? 

Mr.  Cranor.  1  want  to  say  that  I  think  they  had  a  very  fine  plant, 
ollicered  by  men  able  to  carry  out  this  kind  of  a  contract,  and  will 
the  necessary  working  cai)ital  in  the  treasury  to  carry  on  and  tafc 
care  of  their  j)ay  rolls  and  incidentals  incident  to  a  contract  of  tW 
magnitude. 


SHIPPING  BOARD  OPERATIONS.  3147 

Y.  It  was  not  a  very  uncommon  thing,  was  it,  for  the 
to  assist  concerns  that  had  fine  organizations  and  a  good 

0  do  the  work  to  the  extent  of  $100,000  ? 

R.  Well,  you  know,  you  have  to  find  that  out.     I  am  not 
HI  just  what  the  (fovernment  done  all  the  time,  because 
this  matter. 

Y.  What  I  am  getting  at  is  this,  that  the  greatest  serv- 
s  rendered  was  not  the  putting  the  money  to  the  credit 
ctor  but  writing  the  letter  to  the  Shipping  Board  that 
:)  so,  and  on  the  strength  of  that  the  contract  was  given  ? 
R.  Mr.  Kelley,  if  you  wrote  a  letter  of  that  kind  as  a 

1  you  consider  you  were  obligated  to  put  that  money  up 
3uld  you  consider  you  were  doing  shyster  business  or 
nsider  that  you  were  doing  real  business  ? 

V.  I  am  not  answering  any  questions  here  to-day. 
R.  That  is  what  you  are  asking  me. 
V.  No ;  I  do  not  think  you  understood  me.    I  want  you 
*ther  or  not  the  service  Mr.  Downey  was  to  receive  was 
lis  money  or  was  the  service  which  he  received  in  the 
mabled  him  to  get  the  contract  ? 

R.  Mr.  Kelley,  does  not  your  conmiittee  want  the  facts 
liing  of  that  kind  ^    Do  you  not  want  to  know  just  what 
lieves  the  facts  to  l>e? 
Y.  Yes. 

>R.  Well,  I  believe  them  to  be  that  Mr.  Downey — the 
ngineering  Co. — needed  $100,000  in  cash  working  capital 
n  to  get  along  nicely.  That  is  my  belief;  that  is  what  I 
is  arranging.  If  there  was  any  sinister  motive  in  any- 
r  do  not  know  about  it,  Mr.  Kelley. 
Y.  No;  I  am  not  speaking  of  that.  You  testified  that 
thought  that  inasmuch  as  they  put  up  only  $50,000 
lat  the  service  was  onlv  worth  half  as  much. 
R.  Would  vou  not  think  that  if  you  were  to  make  an 
of  that  kin-l,  or  would  not  I? 

Y.  I  understood  vou  to  sav  that  the  chief  value  that 
ckholders  would  get  out  of  this  would  be  the  contract 

having  received  the  contract 

R  (interj)osing).  I  should  think  that  that  had  two 
Celley :  One  was  a  potential  value.  The  fact  that  they 
contract  would  enable  them  to  finance  it  some  place  else, 

That  is  fair, 
f.  Did  Mr.  Hussey  say  to  you  that  if  they  got  the  con- 
ild  finance  it  and  take  care  of  it  all  right? 
^  You  mean  without  this  money? 
r.  Without  this  money  ? 

i.  No,  sir;  he  did  not  say  anything  of  the  kind  to  me. 
Y.  You  tried  to  get  this  contract  without  putting  up 
id  you  not  ? 

R.  I  did  not  know  that  they  were  so  short  of  cash  at 
s  getting  this  contract. 

Y.  I  am  asking  you,  as  a  matter  of  fact,  you  tried  to 
act  from  the  Government  without  this  credit? 
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Mr.  Cranor.  I  w  oiild  not  like  to  say  I  did  that.  I  tried  to  get 
the  contract  all  right.  But  I  did  not  know  the  company  was  so 
short  of  working  capital. 

Mr.  Keixey.  You  were  there  to  help  get  the  contract? 

Mr.  Cranor.  Yes,  sir. 

Mr.  Kfj^ley.  And  you  did  everything  you  could  to  get  it  without 
this  credit? 

Mr.  Cranor.  I  would  not  like  to  say  that  even.  I  was  workinjr  to 
get  the  contract,  but  I  did  not  know  that  the  working  capital  of  that 
concern  was  so  low  until  it  was  called  to  my  attention  by  Mr.  New. 

Mr.  Kelley.  When  you  found  out  that  the  working  capital  was 
low,  did  you  suggest  to  Mr.  New  that  he  ought  to  insist  on  this  credit! 

Mr.  Cranor.  No.  I  never  saw  Mr.  New  but  the  one  time,  and  I 
went  up  there  to  finish  up  the  matter  and  learned  that  it  was  neces- 
sary to  have  that  working  capital  to  get  it. 

Mr.  Kei.ley.  Did  you  ever  suggest  to  anybody  that  those  people 
ought  to  be  recjuirecl  to  strengthen  their  credit  in  this  way  before 
the  contract  should  be  granted? 

Mr.  Craxok.  I  told  Mr.  Hussev  that  thev  would  have  to«ietthu5 
working  capital,  in  my  opinion,  before  it  would  \ye  granted.  I  wis 
trying  to  give  what  I  assumed  to  be  a  decent  view  of  it,  and  I  sjiid 
to  him  that  that  would  be  absolutely  essential. 

Mr.  Kei.ley.  Having  in  mind  the  interests  of  the  Shipping  Board! 

Mr.  Cranok.  Well,  yes;  having  that  in  mind — and  also  havingin 
mind  what  my  business  experience  had  taught  me — it  was  nei^essary 
to  have  those  things  arranged. 

Mr.  Kelley.  And  that  until  that  was  done  you  did  not  crowd 
very  hard  on  getting  the  contract  for  them? 

Air.  Cranor.  I  crowded  getting  it  all  right,  so  that  it  would  he 
done  simultaneously. 

Mr.  Kelley.  But  you  did  not  insist  at  all  with  anybody  that  this 
contract  should  be  entered  into  until  this  credit  should  he  estai)- 
lished  ( 

Mr.  Cranor.  No;  I  did  not. 

Mr.  Kelley.  Do  you  mean  to  say  that  you  did  not  suggest  to  some- 
body that  this  credit  could  be  had,  and  that  it  ought  to  1^,  before  the 
contract  was  given — besides  Ilussey? 

Mr.  Cranor.  No;  I  do  not  think  I  discussed  it  with  anvlx)dv except 
i^lnsscv,  and  jierhaps  Mr.  Downey  a  little  bit. 

Mr.  Ki:lli:v.   I  mean  anvbody  connected  with  the  Shipping  Boards 

Mr.  Cranor.  Oh,  no.  1  did  not  know  anybody  up  there:  I  JDJ't 
met  Mr.  llurlcv  once  and  Mr.  Piez  once,  or  j^erhaps  twice:  aiul  I  did 
not  know  anvbodv  t(>  discuss  it  with  and  knew  no  reason  why  1 
shnuM  rliM'iiss  it  witli  them. 

Ml-.  Ki:lli:v.  r)ut  you  kept  impressing  up(m  Mr.  Downey  and  Mj. 
Hus;-cy  the  reasonabh'ness  of  the  demand  of  the  Shipping  Board  in 
this  rcsi)ect  ^ 

Mr.  Cranor.  I  told  them  that  the  board's  request  was  perfectly 
just. 

Mr.  Kkf.llv.  And  that  the  credit  ought  to  be  arranged  and  that 
you  conld  arran<j:e  it? 

Mr.  Cran<r.   ^'es.  sir:  T  told  them  I  thought  it  would  be  arranged. 

Mr.  Kklley.  But  that  it  would  cost  Jii4(),(M)0? 
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^i       ^^'  ^ANOR.  Yes,  s\t;  I  told  them  that. 
y    ■   Mr.  Kellby.  Did  you  know  any  of  the  officers  of  the  Fleet  Cor- 
poration here  in  New  York? 
Mr.  Cranor   No,  sir. 

\f^*  ^^^^-^^^  r^id  you  know  Mr.  Bookwalter? 
.        Mr.  Cranor.  No,  sir. 

:^  TESTIMONY  OF  ME.  LESTEK  SISLEB^Eesumed. 

j        Mr.  Kklley.  There  are  just  a  few  questions,  Mr.  Chairman,  that  I 
*     fii*^^  to  ask  Mr.  Sisler  this  morning,  and  I  thon^rht  there  were  some 
Rles  which  I  wanted  to  see  that  were  here  in  New  York,  and  I  dis- 
^vered  they  are  in  Washin«:ton :  and  some  other  time,  if  we  wanted 
W)  call  you  back,  I  suppose  we  could  ? 
Afr.  SisiJ':r.  I  would  be  glad  to  come  back  at  any  time. 
Mr.  Kelley.  In  answer  to  a  question  of  Mr.  At^'alsh  yesterday  you 
^^<l  something  that  I  did  not  quite  get  about  Mr.  Sands  possibly 
thinking  you  were  a  silent  partner  of  his.     What  did  you  mean  by 
that,  if  you  remember  the  reply  ? 

Mr.  Sisler.  I  do  not  recollect  the  question  now,  but  I  think  perhaps 
Y^iad  in  mind  that  inasmuch  as  he  was  apparently  enga<red  in  philan- 
thropic work  in  remembering  his  friends,  that  he  likewise  considered 
^^  in  the  coterie. 

Mr.  Kelley.  Oh,  he  was  engaged  in  philanthropic  work  of  remem- 
bering his  friends  ? 

Mr.  Sisler.  Apparently  so,  according  to  Mr.  Sands's  testimony.  I 
*ni  onlv  confinin<r  my  i*emarks  to  his  allegations. 

M^r.  IvELLEY.  As  a  matter  of  fact,  was  he  in  the  habit  of  remember- 
Jn/nr  i^is  friends  ? 

^Ir.  Sisler    1  would  take  that  to  be  so  from  his  testimony. 
Air.  Kelley.  AVas  he  in  the  habit  of  remembering  friends  who  had 
business  connections  that  would  l)ring  monev  to  the  bank  directly  in 
^'it*  way  of  deposits  ? 

Air.  Sisler.  That  I  could  not  answer.  I  know  that  one  of  the  in- 
diic^ements  that  I  offered  Mr.  Sands,  in  seeking  his  financial  assistance 
*^i*  the  sand  and  gravel  company  was  that  I  not  only  would  keep  my 
P^i^onal  account  there — which  was  not  very  large — buti  hoped  that 
^'^^  sand  and  gravel  company's  account  would  be  more  liberal  to 
t'^^bank. 

-j^  ^Ir.  Kelijcy.  And  you  also  suggested  that  ])robably  the  Shipping 
*^^>ard  funds  would  be  kept  there,  did  you  not? 

iMr.  Sisler.  No  ;  I  did  not ;  that  was  entirely  out  of  my  bailiwick. 
Mr.  KELij-iY.  You  were  secretary  of  the  Shipping  Board  and  knew 
*-lxe  treasurer  well,  did  you  not? 

Mr.  Sisler.  No  ;  I  had  made  a  recommendation  to  the  board,  and, 
^^  a  matter  of  fact,  one  or  two  banks  of  Washington  had  receivea 
^ather  large  deposits.  Quite  a  few  letters  were  addressed  to  the  board 
"^hich  came  over  my  desk  for  the  preparation  of  the  docket,  seeking 
deposits  in  their  banks. 

Mr.  Kelley.  What  baivks  were  they,  Mr.  Sisler? 
Mr.  Sisler.  I  think  the  Continental  Trust  Co.  was  one;  the  Metro- 
politan was  another. 

Mr.  Kelley.  The  Metropolitan  is  one  of  the  banks  where  you  did 
business,  was  it  not  ? 
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Mr.  SisLER.  No:  the  American  National. 

Mr.  Kelley.  You  had  some  financial  transactions  through  thi 
Metropolitan? 

Mr.  SisLER.  No. 

Mr.  Kelley.  I  tliou^ht  you  mentioned  that  bank  yesterday? 

Mr.  Sisi.EK.  No:  never  with  the  Metropolitan. 

Mr.  Kelley.  But  those  banks  were  asking  for  deposits?  Do  you 
remember  where  the  money  was  kept  at  that  time? 

Mr.  vSisLER.  We  had  several  depositories:  we  had  de|>osits  in  jjer- 
haps  four  or  five  banks  at  that  time — I  think  the  District  National 
the  Commercial  and  the  Ri^gs,  if  I  am  not  mistaken,  was  another 
instance:  and  I  am  not  certain  whether  it  was  the  Munsey  Trustor 
the  National  Safe  Dej)osit.  They  were  paying  the  board  at  the  time 
or  the  (lovernment,  I  t4iink,  2  per  cent  or  2^  per  cent,  and  some  of 
the  other  banks  offered  a  l)etter  inducement — ^1  think  one-half  of  i 
j)er  cent  more. 

Mr.  Kef.ley.  Now,  you  feel  quite  sure  that  in  discussing  the  ques- 
tion of  extending  you  cre<lit  and  the  new  company  you  were  or^niz- 
ing,  the  sand  and  gravel  company,  that  you  did  not  sav  an}lhingit 
all  to  Mr.  Sands  about  using  your  influence  to  continue  large  deposits 
of  Government  funds  in  his  bank? 

Mr.  Sisi.ER.  I  have  no  recollection  of  ever  having  discussed  the 
matter  with  Mr.  Sands.  We  already  had  a  deposit,  and  I  think  the 
less  they  said  about  it  the  ])etter,  because,  in  my  opinion,  it  was  too 
large  for  any  institution,  and  I  think  the  less  the  Commercial  or  any 
of  its  officials  had  to  sav  about  it  the  better. 

« 

Mr.  Kelley.  Al  the  time  you  drew  that  check 

Mr.  SisLEK  (interposing).  Which  check? 

"Mr.  Kelley.  On  the  Conmiercial  National,  when  you  did  not  have 
funds  to  cover  it. 

Mr.  SiHLEK.  Pavable  to  the  American  Bank? 

Mr.  Keli.ey.  H^ave  you  had  time  to  think  since  yesterday  whether 
that  was  while  Mr.  Sands  was  in  the  bank  or  not? 

Mr.  SrsLER.  That  is  my  recollection. 

Mr.  Kelley.  You  have  thought  about  it  probably  some  since,  and 
you  still  are  of  the  opinion  it  was  before  he  severed  his  connections! 

Mr.  Sisi.ER.  Tliat  is  still  my  opinion;  yes,  sir. 

Mr.  Kelley.  Did  vou  sav  to  Mr.  Sands  at  that  time,  "Mr.  Sands, 
the  (lovcnunent  account  is  too  large  in  your  bank    ? 

Mr.  Slsler.  T  never  referred  to  the  Government  ac(*ount  in  any 
instance. 

Mr.  Kelley.  ^'And  urdess  you  take  care  of  that  check,  I  will  rec- 
ommend that  the  (jovernment  reduce  its  account  in  your  bank?" 

Mr.  Slsler.  That  would  have  been  futile,  because  Mr.  Sands  knew 
verv  well  I  had  no  such  authoritv.  Mv  recommendation  would  have 
been  of  no  avail. 

Mr.  Kelley.  Who  was  treasurer  at  that  very  time? 

Mr.  SrsLER.  I  am  not  certain  whether  Mr.  Stevens  was  then  acting 
treasurer,  or  whether  he  had  been  succeeded  by  Mr.  George  T.  Smith. 
It  was  in  the  incuml)cncv  of  either  one  of  those  officers. 

Mr.  Kelley.  When  did  Mr.  Rollinir  iTo  in  as  assistant  treasurer! 

Mr.  Slsler.  1  am  not  certain:  1  think  it  was  in  the  middle  of  1^1^^ 
or  1017. 
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r.  Kell£Y.  Do  you  remember  whether  or  not  you  ever  told  Mr. 

ds  you  thought  there  was  too  much  Government  money  in  his 

k? 

[f.  SiSL£R.  I  have  no  such  recollections. 

[r.  Keluey.  And  the  fact  that  there  was  or  was  not  money  there 

nothing  to  do  with  Sands's  willingness  to  pay  this  check  of 
rs,  so  f ar  as  you  know  ? 

[r.  SisLEB.  So  far  as  I  know.  I  would  not  say  that  that  was  a 
,  as  I  stated  yesterday.  He  may  have  felt  that  I  had  more 
iority  than  I  aid,  and  may  have  felt  that  it  was  policy  not  to 
t  any  difficulties  with  me. 

r.  Kelley.  You  were  the  secretary  of  the  Shipping  Board  and 
ad  $4,000,000  of  the  Shipping  Board's  money  ? 
r.  SiSLER.  Which  was  the  largest  account  that  that  bank  had 

had. 

r.  Kelley.  He  might  say,  "  Here,  if  I  do  not  do  this,  Mr.  Sisler 
'  use  his  influence  to  take  $1,000,0()0,  $2,000,000,  or  $8,000,(XK)  out 
ny  bank  and  cause  serious  banking  trouble."  He  might  have 
ight  that. 

r.  Sisler.  I  am  not  qualified  to  say-^what  his  thoughts  w^re,  but 
highly  possible  that  that  would  have  occurred  to  him. 
^  ICelley.  Did  that  occur  to  vou  that  it  might  have  occurred 

m? 

'-   Sisler.  It  did  not.     My  transaction  had  nothing  to  do  with 

Shipping  Board. 

t*.  Kelley.  Suppose  he  had  not  honored  the  check,  it  would  have 

c*ome  back  protested,  and  that  would  have  been  the  shortest  way 

>fit? 

r.  iSisLER.  I  had  explained  to  two  assistant  cashiers  that  Mr. 

Is  owed  me  this  money,  and  that  if  the  check  was  not  honored 

'O  send  it  to  protest,  but  just  to  "  kill  "  the  check. 

r.  Kelley.  That  is  to  say,  it  would  come  back 

r.    Sisler    (interposing).  Come   back   marked    ''Not    sufficient 

Is.'' 

r.  Kelley,  And  that  would  have  been  all  there  was  to  it? 

r.  Sisler.  That  would  have  been  all  there  was  to  it,  because  I 

ained  to  the  officials  of  the  American  National  when  I  drew  the 

k. 

r.  Kelley.  That  it  was  to  force  payment  of  an  unsettled  account  ? 

r.  Sisler.  I  having  gone  to  Sands  several  J;imes  seeking  a  pay- 

:  and  was  unsuccessful  in  those  attempts. 

r.  Kelley.  Why  do  you  think  he  actually  paid  it? 

r.  Sisler.  Because  he  owed  me  the  money. 

r.  Kelley.  He  could  have  paid  it  in  a  proper  way  bv  handing  it 

)U? 

r.  Sisler.  I  stated  that  I  had  gone  to  him  on  numerous  occasions 
ing  the  payment  of  something  on  account,  and  I  was  put  off  from 
to  day,  he  stating  that  he  was  short  of  funds ;  that  they  had  not 
dated  the  entire  transaction,  and  that  until  they  did  so  I  ought 
to  press  him  for  payment. 

r.  Kelley.  How  would  it  have  injured  Mr.  Sands's  standing  in 
way  if  he  had  simply  called  you  up  and  said,  "  Your  check  is 
here,  and  you  have  not  money  enough,  and  I  have  not  the  money 
iy  you  now,  and  it  will  have  to  be  returned  ?  " 
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Mr.  SisLEK.  I  do  not  think  it  would  have  injured  him  at  all. 

Mr.  Kelley.  Why  do  you  think  he  did  not  do  it,  as  long  as  he 
shoit  of  funds  and  it  would  embarrass  him  to  take  care  of  it? 

Mr.  SrsLER.  I  had  made  it  very  plain  to  him  that  I  needed  the 
to  make  certain  payments  for  machinery  which  I  had  ordered  for 
sand  company:  that  it  put  me  in  a  very  embarrassing  financial 
tion  unless  that  payment  was  made. 

Mr.  Kelley.  Had  you  any  knowled|nre  at  the  time  of  any  violatio 
of  the  national  bankin*^  law  on  the  part  of  Mr.  Sands  in  connectki 
with  his  bank? 

Mr.  SisLEK.  Whether  it  was  prior  to  that  time  I  will  not  sav.  M? 
only  knowled^re  of  it  was  through  the  ))ress  at  that  time. 

Air.  Kelley.  Vou  did  not  know  at  the  time  you  put  this  check 
through  of  any  transaction  of  Mr.  Sands  which  was  a  clear  violatioi 
of  tlic  banking  laws? 

Mr.  Slsler.  That,  as  I  stated  last  evening,  I  am  not  certain  whether 
it  V.  as  prior  to  his  difficulties  or  subsequent  thereto. 

Mr.  Kelley.  There  was  not  any  talk  about  that  in  connection  with 
the  payment  of  the  check,  was  there? 

Mr.  Slsler.  Ncme  whatever.  Mr.  Sands  came  to  me  afterwards, 
and  asked  me  to  intercede  in  his  l)ehalf, 

Mr.  Kelley.  Have  you  any  knowledge  of  any  transactions  except 
tlie  one  u])()n  which  he  was  indicted  which  were  violations  of  the 
banking  laws? 

Mr.  Stsler.  No,  I  have  not. 

Mr.  Kelley.  Was  there  any  particular  class  of  business  that  Mr. 
Sands  was  engaged  in  which  was  not  good  banking  business,  and 
which,  if  known,  would  do  him  a  good  deal  of  damage  and  damagethe 
l)nnk,  and  tliat  you  had  knowledge  of  at  the  time? 

Mr.  SisLER.  I  am  not  (iualifie<l  to  state  that  other  than  throuirh 
niniois.  I  knew  most  of  the  banking  officials  in  Washington. having, 
as  1  stated  last  evening,  lived  there  all  my  life.  I  know  all  of  the 
present  oflicials  of  the  Commercial  and  the  present  cashier  of  the 
Coinniercial.  In  fact,  he  was  in  my  wedding  party.  So  I  knew 
him  very  well:  and  it  was  just  through,  I  should  say,  discussions 
with  those  gentlemen  as  to  Sands's  difficulties.  I  think  he  was  per- 
haps criticized  by  his  board  of  directors  for  having  engaged  more  in 
private  endeavor  than  he  was  on  behalf  of  the  bank.  I  think  he  must 
have  been  engaged  in  hundreds  of  enterprises. 

Mr.  Kelley.  ''Hundreds,"  you  think,  Mr.  Sisler? 

Mr.  SisLEH.  T  imagine  so — in  his  tenure  of  office  with  that  bank. 
By  **enteri)rises"  I  mean  financial  schemes  to  promote  various  com- 
panies. 

Mr.  Kelley.  Some  of  them  were  rather  get -rich-quick  concerns! 

Mr.  SisLEK.  1  would  not  sav  that.  I  think  the  investment  at 
Camp  Humphries  was  a  rather  hazardous  one. 

Mr.  Kelley.  Was  tluit  the  railroad  investment? 

Mr.  SisLEif.  Yes. 

Mr.  Kelley.  He  put  up  the  money  for  that,  did  he  not? 

Mr.  SisLEK.  1  understood  at  the  time  that  he  was  interested  in 
some  railroad  down  in  Virginia  that  connects  with  the  camp. 

Mr.  Kelley.  Tell  us  what  you  know  about  the  financing  of  that 
railroad? 
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T.  SiHi^K.  I  am  not  familiar  with  any  of  the  details  at  all. 

[r.  Keixky.  You  say  it  was  not  a  good  business  venture,  so  you 

t  know  something  about  it? 

[r.  SiSL£R.  I  did  not  consider  it  as  such.     I  was  very  familiar 

1  that  territory;  and  the  life  of  the  railroad,  in  my  opinion, 

dd  be  contingent  on  the  remaining  of  Camp  Humphries  at  its 

ient  location.  There  were  quite  a  tew  marines  and  troops  there, 
it  would  pay  very  well  as  long,  as  those  tn)ops  remained  there, 
their  families ;  but  if  the  war  ended  and  those  troops  were  with- 

wn  the  service  would  drop  off  accordingly. 

Ir.  Kblley.  Did  Mr.  Sands  become  a  stockholder  and  director 

;hat  railroad? 

Ir.  SisLER.  That  I  do  not  know. 

Ir.  Kelley.  What  connection  did  he  have  with  the  project? 

fr.  Si8i.£R.  Of  my  personal  knowledge,  I  could  not  state,  Mr. 

!ley;   and  all   I   knew,  as  I   say,  was  through   friends  of  Mr. 

ids  and  others  that  he  was  interested  in  the  enterprise.    I  assume 

nay  have  been  a  director  of  the  company;  but  wehther  he  would 

e  considered  it  ethical  to  be  a  director  of  the  company  at  the 

le  time  with  the  bank  I  am  not  certain. 

[r.  Kelley.  Do  vou  know  how  many  miles  of  railroad  that  con- 

^dof? 

[r.  SisLER.  It  is  about  5  or  6  miles  from  Mount  Vernon  to  Camp 

mphries  over  the  road. 

[r.  Kelley.  What  would  it  have  cost  to  build  that  road? 

[r.  SisLER.  For  construction  of  that  character  I  would  not  say  that 

ould  cost  over  $150,000. 

fr.  Kelley.  About  $30,000  a  mile? 

Ir.  SiSLER.  Not  over  that,  although  rails  at  that  time  ^vere  rather 

h.    They  may  have  bought  secondhand  rails. 

fr.  Ki:ixEY.  It  was  an  expensive  time  to  build  a  railroad.    Was 

t  built  by  the  street  car  company  of  Washington?     What  is  the 

ae  of  that? 

f r.  SiSLER.  The  Washin^on  Railway  &  Electric  ? 

f r.  Kelley.  Yes. 

ir.  SiSLER.  That  I  do  not  know ;  it  is  possible. 

fr.  Kelley.  Which  is  the  Washington  Railway  &  Electric  line — 
one  that   runs   from   Washington  to  Alexandria  and  Mount 

•non  ? 

£r.  SiSLER.  No ;  I  do  not  think  there  is  any  affiliation  at  the  present 

e  between  those  two.    It  is  the  Virginia  Railway  and  the  Wash- 
ton  &  Old  Dominion,  I  think. 

ifr.  Keixey.  AVhere  is  the  Washington 

(fr.  Sisi^R  (interposing).  The  Washington  Railway  &  Electric  Co. 

ocat^d  within  the  District  of  Columbia  and  runs  lines  to  George- 

01  and  Takoma  Park. 

rfr.  Kellky.  That  is  the  black  car  line — that  is  to  say,  the  dark 

s? 

ir.  Sisler.  Yes.     The  Capital  Traction  has  the  green  cars  and 

Ls  on  Pennsjivania  Avenue. 

ir.  Kelley.  And  the  dark  cars  are  operated  by  the  line  you  are 

akingof  ? 

Ir.  SisLER.  Yes. 
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Mr.  Kelley.  And  thev  are  the  ones  who  were  buildinir  this 
from  Alexanch'ia? 

Mr.  SisLEK.  That  I  do  not  know,  whether  it  was  the  Washir 
Railway  &  Electric  or  another  railway  was  interested  in  it. 

Mr.  Kelley.  They  did  not  have  the  line  from  Washincrt( 
Mount  Vernon,  did  tl^ey? 

Mr.  SisLER.  No.  As  I  stated,  I  do  not  think  they  were  affili 
They  may  have  been  originally,  but  the  two  separate  and  distinct 
runnin<r  down  that  way  were  the  Washington  &  Old  Dominion. 

Mr.  Kelley.  It  is  possible  that  the  ^^ashin<rton  Railway  & 
trie  line  nii*rht  have  wanted  to  build  that  extension  down  there, 
that  your  understanding  of  it,  that  they  were  the  ones  that  were  i 
esUnl  in  buihlin^  it? 

Mr.  Slsler.  No:  it  was  not.    I  am  not  qualified  to  state  who  it 

Mr.  Kflley.  Did  Mr.  Sands  ever  tell  you  that  he  got  a  con 
si(m  of  $10,000  for  o:ettin«i;  the  money  to  build  that? 

Mr.  SisLER.  Xo;  he  never  mentioned  his  commission,  or  wha 
he  may  have  ^rotten  out  of  it.  I  had  no  interest  in  the  com 
myself. 

Mr.  Kelley.  Your  impression  was  that  if  he  put  any  moni 
there,  it  would  be  subject  to  more  or  less  criticism  from  a  bai 
point  of  view? 

Mr.  Slsler.  Ordinarily  banking  officials  object  to  their  asso< 
bein<r  en<ra<j:e<l  in  private  endeavor  to  the  extent  that  it  mipht  i 
fere  with  the  ethics  of  banking. 

Mr.  Kelley.  What  do  you  know,  Mr.  Sisler,  as  a  business  mai 
as  secretary  of  the  Shipping  Board  about  this  practice  of  cha 
large  coniniissions  for  establishing  credits  of  corporations  < 
business  with  the  Shipping  Board? 

Mr.  Slsler.  Well,  I  could  testify  more  particularly  sinci 
severance  of  relations  with  the  board  rather  than  there. 

Mr.  Kelley.  Yes. 

Mr.  SisLER.  Although  while  there  I  understood  from  quite  ; 
of  those  seeking  contracts  in  Washington  that  the  board  was  m 
rath(»r  strenuous  demands  upon  them  from  a  monetary  standp( 
that  is,  they  would  have  a  fully  equipped  yard,  perfectly  capa 
carrying  out  a  contract  that  they  were  negotiating,  and  wit 
assistance  of  tlie  Government  sudi  as  had  been  afforded  other 
panics,  that  if  they  were  likewise  given  similar  treatment  on  1 
of  the  board  that  they  would  not  be  forced  to  tie  up  their  capi 
making  large  payments  for  fictitious  credits. 

Mr.  Kelley.  In  your  time  there,  do  you  have  in  mind  ins 
which  you  thought  were  examples  of  favoritism,  where  some  ] 
could  get  working  capital  and  others,  similarly  situated,  oi 
better 

Mr.  Slsler  (interposing).  There  were  hundreds  of  cases.  Mi 
ley,  where  the  board  and  the  trustees  of  the  fleet  were  daih 
siilering  advances  to  companies,  both  coincident  with  the  seek 
contracts,  the  laying  of  the  keel,  and  with  the  progress  of  the 
A  great  manv  of  the  companies  which  had  tied  up  their  ^api 
ordering  ecjuipment  would  find  themselves  short  of  that  equi 
because  somebody  had  used  the  powers  of  converting  that  part 
equipment  to  some  other  company,  but  I  think  the  compan; 
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ieged  more  particularly  in  that  regard  for  months  than  in  any 
er. 

The  records  of  the  board  unquestionably  will  show  by  thousands 
letters  w^here  a  shipment  had  been  diverted  from  the  original 
apanies  that  ordered  it.  That  was  brought  about  in  some  instances 
the  unfortunate  placing  of  contracts  many  miles  from  a  particu- 
'  shipping  yard  and  in  the  interest  of  the  wliole  service  the  board 
rerted,  in  many  instances,  equipment  to  a  company  located  within 
8  immediate  vicinity  of  that  particular  plant,  and  it  then  exerted 
orts  to  have  the  company  which  had  ordered  the  material  origi- 
By  to  prder  from  the  near-by  plant. 

Mr.  Keli^et.  Your  statement  is  to  the  effect  that  the  exigencies  of 
ecase  created  hardships? 
Mr.  SiSLER.  Yes. 

Mr.  Kelley.  And  not  that  there  was  an  intention  anywhere  to 
"eate  hardships  or  favorite  situations. 

Mr.  SisLER.  In  individual  cases  it  doubtless  created  in  the  minds  of 
srtain  contractors  a  hardship.  Taking  the  service  as  a  whole,  I  do 
ot  know  but  what  the  policy  was  a  wise  one ;  at  least,  the  board 
Bit  it  was  at  the  time. 

Mr.  Kelley.  What  I  am  saying  is  that  the  policy,  whatever  it  was, 
^d  the  hardships,  whatever  they  were,  those  hardships  were  the 
^ult  of  the  policy  and  not  a  desire  to  cripple  any  particular  person 
^^rporation  ? 

Mr.  S18LER.  That  is  what  I  meant  to  convey. 

Mr.  Keu^ey.  You  were  going  on  to  say  about  this  commission  that 
^u  had  information  concerning  since  you  left  the  board  as  to  what 
'practice  of  bank3  was. 

Mr.  SisLER.  I  have  not  been  called  on  in  negotiating  loans  directly 
Jjp  banks  to  pay  exorbitant  commissions.  But  if  I  went  to  banking 
^ividuals  in  their  private  capacity,  I  usually  had  to  split  the  profits 
a'ly  (leal.  If  I  needed  $100,000,' and  there*  was  $60,000  profit  to  be 
ide,  I  Would  have  to  pay  at  least  $30,000  to  get  a  credit  of  perhaps 
^ays^of  $100,000. 

^J-  Kbtlley.  That  would  be  done  by  the  individuals  and  in  the  in- 
|dual  name,  and  the  bank  w^ould  not  appear? 
f  '  ^'®^^K.  No;  the  bank  would  never  aj^pear  as  such. 
r     ^^^^^^^Y.  But  would  the  money  come  trom  the  bonk? 

,•  '^isler.  Well,  it  would  be  put  up  in  their  private  capacities,  I 
[*^«  think. 

^'  ^Ki^LEY.  They  would  make  arrangements  with  the  bank  and 
'^^2.^y  would  be  loaned  in  a  private  way? 

j^*  ^^st.ER.  You  can  take  a  coal  credit  to-day,  w^e  w^ill  say,  for 
?^0()^  and  there  is  the  necessity  of  putting  up  a  bond  of  $100,000; 
yoii  will  doubtless,  if  you  have  not  the  securities  with  which  you 
J  I -5^ at  bond,  may  be  for  $50,000  securities  you  will  have  to  pay 
.^i^  of  the  entitre  profits  of  your  contract. 

''^^^X.LEY.  Where  a  concern  is  well  off  in  a  material  way,  has  a 

yur^d  and  a  good  plant,  a  good  organization  but  not  mucl 

^^"^    '^hat  was  the  poli(  y  of  the  board  as  to  helping  them  alon| 

^^^Uing  capital  while  you  were  there? 
'    ^^5$LER.  The  policy  of  the  board,  I  should  say,  was— or  th 
"    ^^partment— to  satify  itself  that  the  particular  yard  or  coi 
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tractor  would  at  least  meet  the  monthly  pay  roll  and  be  able  to  paj] 
in  part  for  equipment  ordered,  and  Intake  it  that  it  depended  il 
tirely  on  the  size  of  the  contract.  If  a  small  company  was  seddflfli; 
a  contract  for  one  or  two  boats,  and  had  a  thoroughly  equippeilt, 
yard,  a  good  location,  why,  depending  on  the  reputabilitv  of  tkil: 
individuals  behind  it,  of  course,  and  their  standing  as  ship  coo-1 
structors,  the  lx)ard  was  not  as  stringent  in  asking  them  to  issue 
large  credits  as  they  would  have  been  otherwise.  But  ordinarily— 
the  credit  department  had  to  satisfy  itself  that  a  company  yium\ 
sufficiently  strong  from  a  financial  standpoint  to  carry  itselfE, 
through  without  too  much  assistance  from  the  board,  anil  that  it  I 
was  by  reason  of  the  progress  payments  that  would  practically  keep  1. 
them  abreast  at  all  times  w^ith  the  material  they  had  ordered,  to- 
gether with  their  pay  rolls.  That  was  known  as  "'  progress  pay- 
ments." 

Mr.  Kelley.  When  vou  first  went  with  the  board,  Mr.  Denmia 
was  the  chairman? 

Mr.  SisLER.  Yes,  sir. 

Mr.  Kellet.  Then,  you  must  have  been  there  right  at  the  be 
ginning. 

Mr.  SisLER.  Practically  at  the  beginning.     The  board  had  been 
organized,  but  that  was  coincident  with  the  incimibency  of  Geo- 
Cioethals.     Contracts  up  to  that  time  were  mostly  in  the  state  ol 
negfotiation. 

Air.  Kelley.  "^'ou  never  had  any  trouble  with  Mr.  Denman  durir^S 
his  term? 

Mr.  SisLEK.  None  whatever. 

Mr.  Kelley.  Who  succeeded  Mr.  Denman  ? 

Mr.  Sl*^ler.  Mr.  Hurley  succeeded  Denman  as  chairnian. 

Mr.  Kelley.  Did  you  ^et  along  well  with  Mr.  Hurley? 

Mr.  SisLER.  1  did  not. 

Mr.  Kelley.  And  those  differences  resulted  in  your  finallv  lea^^ 
ing  the  service : 

Mr.  kStsler.  Oh,  T  had  contemplated  leaving  the  senice  coinc 
dent  with  the  signing  of  the  annistice. 

Mr.  Kelley.  So  that  the  time  had  come  when  your  services  c<)ul' 
l)c  (lispoiiKM!  with,  so  far  as  the  war  was  concerned,  and  vou  SP^ 
out? 

Mr.  SisLiij.  T  was  very  seriously  ill  wuth  influenza  when  I  r^ 
signed.  Tlic  doctors  told  me  not  to  do  a  thing  for  six  or  eigt" 
months.     I   was  on  my  back  when  I  did  resign — in  bed. 

Mr.  Kelley.  And  these  advances  were  made  at  the  beginning 
under  the  contracts,  T  think  the  contracts  read  that  whenever  th» 
contractor  could  sliow  that  he  had  placed  orders  for  supplies-;;- 
niaterial — lit'  was  entitled  to  draw  the  first  installment  under  hi* 
contract,  whenever  he  had  obligated  himself  to  that  extent  he  was 
entitled  to  draw  the  money. 

Mr.  Slsleu.  Not  necessarilv  so.  If  thev  could  convince  the  lK)ard 
that  payments  should  i)e  made,  the  l)oard 

Mr.  Kelley.  Just  a  moment.  Let  us  see  if  we  get  that  straifjht. 
That  whenever  the  contractor  could  show  that  he  had  obligated 
himself  for  material  and  etjuipuient  and  all  that,  he  was  entitled 
to  draw  tliat  10  per  cent  or  whatever  it  was  on  the  first  installment 
Whs  not  that  the  wav  l\u>se  cowVvwv^l's^  Y^-sid^ 
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[r.  SisixBR.  There  was  no  uniform  sj^stem  of  contracts. 

fr.  Kelley.  Was  not  that  the  practice  under  those  contracts  at 

beginning?    - 

[r.  SiSLER.  No ;  the  practice  was  very  inconsistent. 

X.  Kelley.  Different  with  different  people? 

x.  SisLER.  Yes;  they  tried  to  adhere  to  a  certain  policy,  but  it 

impossible. 

lT.  Kelley.  Do  you   remember   the   case   of  Phillip  Sloane,  of 
ttle  or  Olympia,  in  the  State  of  Washington  ? 
[r.  Sisler.  I  have  no  particular  recollection  of  it  now.     The 
nces  are  I  may  have  had  at  that  time. 
Ir.  Kelley.  Do  you  know  whether  or  not  he  was  given  a  check 

$800,000  after  he  had  obligated  himself  by  placing  contracts 
.b  his  brother  or  somebody. 
tfr.  SiSLER.  iSo;  I  have  no — r- 

^fr.  Kelley    (interposing).  Who    had    no    financial    connection 
ich. 

Mr.  Sisler.  I  have  no  recollection  of  that  instance.    It  may  have 
*n  so. 

»fr.  Kelley.  Do  you  know  whether  or  not  the  Shipping  Board 
J  gave  Phillip  $800,000  in  one  check? 
fr.  Sisler.  No,  sir. 

^-  Kelley.  And  that  he  had  it  photographed  in  the  Seattle  pa- 
.*s  an  advertisement  to  everybodv  who  wanted  to  come  and  do 
^ess  with  him? 

^-  Sisler.  I  was  not  familiar  with  that  instance. 
^-  ICelley.  Did  not  that  ever  come  to  you  as  secretary  of  the 

•  Sisler.  That  is  possible. 

•  ICelley.  Did  you  not  ever  hear  the  members  of  the  board  dis- 
^S  the  Phillip  Sloane  case? 

•  Sisler.  That  is  highly  possible. 

•  ICelley.  It  is  very  likely,  is  it  not? 

•  SiSLER.  If  it  was  during  niy  term  of  office,  yes ;  because  I  at- 
^   all  board  meetings. 

-    JVELLEY.  You  remember  about  the  Phillip  Sloane  matter,  do 
Clot  ? 

^^  Sisler.  I  have  a  very  faint  recollection. 
f'.  Kelley.  The  name  sounds  familiar,  does  it? 
.^.  Sisler.   v  ery  familiar, 
r.  Kelley.  Did  you  know  Mr.  Radford? 
-r.  Sisler.  Yes,  contract  manager:  yes. 
tp.  Kelley.  How  long  was  he  contract  manager? 
Ir.  Sisler.  I  should  say  six  or  eight  months. 
It.  Kelley.  Did  he  go  into  the  shipping  business  after  he  left 
contract  manager's  position? 

Fr.  Siller.  Most  of  those  who  left  the  board  went  into  shipbuild- 
and  ship-operating  business.     But  I  have  no  personal  knowledge 
r>  Mr.  Radford's  present  connections. 
'r.  Kelley.  You  do  not  know  where  he  went  ? 
T.  Sisler.  No. 

r.  Kelley.  You  have  not  heard  so  that  you  could  say? 
r.  Sisler.  No;  I  have  not. 


point,  and  my  own  impression  was  that  we  should  hare  had 
familiar  with  the  ship-construction  business  as  the  contnct  n 
and  not  as  an  attorney- 
Mr.  Kellet.  During  that  time  as  secretary  of  the  bonni, 
ever  have  such  a  man  as  contract  manager? 

Mr.  S181.ER.  I  do  not  believe  we  ever  had  one  occupying  tl 
who  had  had  previous  shipping  experience. 

Mr.  Kei,lev.  So  that  his  information  as  to  how  the  c 
should  be  awarded  to  protect  the  (lovernment  against  one 
practice  or  another,  which  a  practical  man  would  iindersi 
would  have  to  pet  from  somebody  else. 

Mr.  SiSLER.  t'^nless  he  had  had  that  experience  in  nej 
contracts  prior  to  his  coming  with  the  board. 

Mr.  Kemj:y.  I  suppose,  as  secretary  of  the  board,  you  atU 
the  board  meetings? 

Mr.  Sisi.EK.  I  called  ail  the  meetings  of  the  boarA 

Mr.  Kellet.  And  was  present  at  the  discussion  of  all  mat 
I  suppose  tliat  the  people  who  came  to  Washington  to  get  ( 
knew  that  pretty  well  ? 

Mr.  SisLER.  'i'es;  because  they  would  attempt  to  inter 
members  of  the  board,  and  not  finding  any  members  of  the 
their  respective  offices,  they  usually  would  find  their  wa 
office,  knowing  I  was  with  the  board  likewise. . 

Mr.  Kellet.  And  they  would  talk  to  you  ? 

Mr.  8rsLER.  They  naturally  talked  to  me,  as  they  knew 
daily  attendance  at  the  board  meetings, 

ilr.  IvEtXEY.  And  sometimes  would  they  endeavor  to  get 
tion  from  yon  as  to  wliat  the  different  members  of  the  b( 
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:.  No;  in  no  instance. 

Y.  All  the  questions  that  were  asked  were  in  tlie  nature 

tions  as  the  man  seeking  to  do  business!  with  the  Gov- 

Id  ask  of  a  Government  official? 

.  Information  that  I  would  feel,  usually,  absolutely  in 

Y.  Yes;  and  if  it  was  not,  you  would  simply  say  you 

ibeity  to  give  it  out. 

;.  I  would  easily  tell  them  in  that  case  that  the  matter 

ivscussed  by  the  board,  and  that  it  was  still  before  the 

nsideration,  and  that  no  decision  had  been  rendered. 

Y.  You  were  not  really  whajt  would  be  called  an  officer 

;cretionary  position,  were  you — your  duties  were  mostly 

nd  clerical? 

I.  Only  administrative  and  executive.     The  personnel 

came  under  me. 
:y.  You  did  not  pass  on  any  question  of  the  awarding 

but  were  simply  the  custodian  of  the  documents,  were 

ey  were  signed: 

u  I  had  to  prepare  for  presentation  to  the  board  all  of 

cases  went  over  through  my  office. 
Y.  That  is  to  say,  any  contract  that  came  up  in  an  ir- 
to  the  board. 

.  Contracts  very  seldom  came  to  the  board.    It  w^as  only 
e  was  an  appeal  of  someone  as  to  the  terms  of  the  con- 
at  was  discussed  bv  the  trustees  and  not  the  board. 
Y.  Some  of  the  contracts  were  not  made  by  the  contract 
;hat  right  ? 

.  A  great  many  contracts  were  negotiated  outside  of  the 
sion. 
iY.  Were  nearly  all  large  contracts  made  by  the  board 

moderate  ones  in  size  by  the  contract  division? 
:.  The  chairman  of  the  board,  or  rather  the  president  of 
•rporation,  who  o(;cupied  both  offices,  together  with  the 
ager,  had  the  requisite  authority  to  negotiate  all  con- 

Y.  But,  ordinarily,  you  required  them  to  come  up  to  the 

sion  ? 

:.  Ordinarily  that  was  the  case. 

lY.  What  woiild  be  the 

:  (interposing).  I  do  not  believe  Mr.  Schwab  would  have 

"ord  or  the  contract  manager  to  discuss  the  Liberty  Yard 

ixty  odd  million,  I  would  say.    I  imagine  that  was  dis- 

e  trustees. 

CY.  The  contract  with  the  Bethlehem  people  was  made 

lie  board  ? 

EL  Made  by  the  president  of  the  corporation  and  the 

iger. 

;y.  Made  by  the  president  and  general  manager,  and  did 

to  the  contract  division? 

I,  The  contract  division  doubtless  whipped  the  contract 

iraseology. 

:y.  Yes ;  but  how  about  the  credit  man,  would  he  have  to 

it? 
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Mr.  SisLER.  I  imagine  not. 

Mr.  Kelley.  No  ;  not  in  the  case  of  a  large  concern. 

Mr.  SiSLER.  Particularly  the  Bethlehem. 

Mr.  Kelley.  How  about  the  Skinner  &  Eddy  contracts! 

Mr.  SiSLER.  I  think  most  of  those  perhaps  were  scrutinized  at  lei' 
by  the  contrac*  l)oar(l. 
'  Mr.  Keixey.  What  do  you  mean  by  that? 

Mr.  SisLjiR.  They  were  perhaps  referred  by  the  general  manager 
the  contract  division  for  criticism,  more  particularly  from  ales 
phraseology  stan(li)oint,  I  should  say. 

Mr.  Keij.ey.  After  you  had  been  going  a  little  while,  did  you|rei 
standard  contract  which  was  entered  into  by  all  concerns,  large  a 
small  alike,  (;r  did  some  concerns  have  a  very  different  sort  of  (t 
tract  than  others? 

Ml-.  Stslek.  We  attempted  to  standardize  contracts  according 
the  particular  constructi(m,  whether  it  would  be  a  wooden  ship 
a  tug.  Theie  was  no  standard  phraseology'  other  than  a  particu 
type  of  vessel.  In  other  words,  there  was  practically  a  standard  c 
tract  for  steel  ships,  for  wooden  ships,  for  tugs,  and  barges,  etc 

Mr.  Kkli.ey.  Were  there  contracts  made  simultaneously— sonu 
them  on  the  cost-])lus  basis  and  others  on  the  lump-sum  basis? 

Mr.  SiSLER.  Yes. 

Mr.  Kfixey.  AVho  determined  which  kind  of  contract  the  corp< 
tion  would  have? 

Mr.  SiSLER.  That  was  usually  determined  upon  by  the  gen 
manager  and  the  contract  department.  Some  contractors  prefei 
a  lump-sum  basis.  They  knew  and  were  assured  absolutely  v 
they  weie  getting.    Others  preferred  the  cost-plus. 

Mr.  Keij.ey.  Then  you  think  it  was  the  general  practice 
througli  the  country  that  these  shipbuilding  companies  had  to  1 
money  that  they  could  not  get  in  excess  of  what  they  could  get  1 
the  Shipping  Board — that  the  practice  was  to  get  it  from  bar 
indirectly,  and  not  directly  from  the  banks,  and  for  which  large 
cessions  were  paid. 

Mr.  Stslek.  T  do  not  know  that  I  was  qualified  to  put  it  just 
wav. 

Mr.  Kklley.  T  wish  you  would  state  that,  now,  just  what  the  i 
tice  was? 

Mr.  Sisler.  My  impression  is  that  they  would  first  appeal  t* 
bank,  and  in  the  event  the  bank  would  not  consider  the  e^ab 
inont  of  sncli  a  credit  they  would  then  appeal  to  the  financial  * 
tutions  which  were  not  considered  under  the  national  banking 
or  to  in<lividnals  of  particular  banks,  and  it  was  in  instances,  ii 
opinion,  where  the  credits  were  established  through  the  mediu 
banks  that  rather  conservative  commissions  and  interests  were-] 
and  in  tlic  case  of  private  negotiations  I  am  rather  inclined  t 
belief  that  tlie  percentage  would  run  four  or  five  times  higher 
through  a  bank. 

Mr.  Kellky.  Where  it  was  discovered  by  the  Shipping  Board 
a  com]>any  could  not  get  its  finances  through  the  regular  chai 
through  the  banks,  but  had  to  resort  to  this  practice  which  you  $ 
of,  were  the  contracts  awarded  the  same  as  when  this  un 
method  prevailed? 
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Mr.  SisLER.  They  were  usually  held  in  abeyance  until  they  could 

•  <iualify  absolutely  to  the  satisfaction  of  the  contract  depaiiment. 

Mr.  Kelley.  Although  that  imposed  upon  this  weak  concern  an 

"Additional  burden  and  made  their  success  much  less  likely. 

Mr.   SisLER.  Well,   it  made  their  anticii)ate(l    profits  that  much 

BQialler. 

.  Mr.  Keu.ey.  It  would  make  their  success — their  successful  opera- 

Jjon  and  the  successful  com])leti<m  of  the  contract  just  that  much  less 
likely. 

Mr.  S1S1.ER.  To  an  extent,  at  least,  yes. 
.Mr.  Kellky.  Do  you  not  think  it  would  have  been  a  better  practice 
**  the  board,  having  decided  that  it  was  a  meritorious  company,  a 
Pi'oper  company  to  have  a  contract  awarded  to  it,  to  have  given  them 
^hat  little  assistance  they  might  need,  rather  than  to  force  them  to 
i^y  40  or  50  per  cent,  as  you  say  was  done  in  the  case  of  the  weaker 
^^es,  which  could  not  go  to  a  bank  to  get  help. 

^r.  S18LER.  Subsequent  developments  will  absolutely  substantiate 
^Contention  of  that  sort,  because  the  Shipping  Board  has  to  come  to 
^'^^  assistance  of  all  the  weaker  contractoi^s  eventually. 

Mr.  Keixey.  After  they  had  paid  these  enormous  commissions, 
^l^en  they  had  to  come  to  their  rescue  nevertheless. 

Mr.  S18LER.  Nevertheless. 

Mr.  Keli^y.  And  in  many  cases  when  the}^  did  come  to  the  rescue 
^Viey  found  that  the  company  was  in  very  weakened  condition  be- 
^^use  of  the  extortionate  commissions  which  had  been  paid. 

Mr.  Sisler.  Not  only  weakened,  but  in  many  instances  beyond  re- 
l^air. 

Mr.  Keij.ey.  So  that  the  Government  suifered  losses  there  that 
"Vould  l>e  hard  to  collect? 

Mr.  SisusR.  Unquestionably  so. 

Mr.  Keixey.  Do  you  know  Otis  B.  Kent  ? 

Mr.  SisLER.  I  am  very  well  accpiainted  with  the  gentleman. 

The  Chairman.  Mr.  Sisler,  did  I  understand  you  to  sny  at  the 
outset  of  your  testimony  this  morning  that  you  had  made  i*ecom- 
mendations  concerning  the  size  of  de])osits  in  some  of  the  banks  in 
Washington  ? 

Mr.  SisLER.  Xo;  not  recommendations.  I  had  directed  to  the  at- 
tention of  the  board  communications  received  from  various  banking 
institutions  asking  that  their  bank  be  designated  as  a  depositary. 
Those  were  really  letters  of  a])]H»al  after  they  had  used  their  lx»st 
efforts  to  be  so  designated.  They  usually  took  those  mattei-s  up  with 
the  financial  end  of  the  board,  and  having  a  banking  account  estab- 
lished with  them,  they,  as  a  last  resort,  would  appeal  to  the  board. 

The  Chairman.  You  stated  vou  had  some  difficulty,  or  otherwise, 
with  Chairman  Hurley,  or  that  vou  did  not  get  along  very  well. 
Was  that  so? 

Mr.  SiSLER.  That  is  correct. 

The  Chairman.  Was  that  with  reference  to  matters  of  policy  in 
the  board  ? 

Mr.  Sisler.  Why,  both  policies  in  the  board  and  my  frankness.  L 
suppose,  in  calling  a  spade  a  spade,  and  the  fact  that  I  do  not  believe 
our  dispositions  jil)ed.  I  perhaps  may  have  l)een  just  as  conscientious 
as  Mr.  Hurley.  T  may  have  been  also  just  as  nuich  to  blame  in  his 
eyes  or  his  opinion  of  me  as  the  opinion  T  had  of  him. 
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The  (^HAiRMAN.  Did  you  each  express  your  opinion  of  the  other! 

Mr.  SisLER.  He,  on  many  occasions,  and  myself,  at  least,  in  isoktej  | 

cases. 

The   Chairman.  Did  the   result   of  this   friction  or  incompati- 
bility—— 

Mr.  SisLER  (interposing).  Of  temperament  ? 

The  Chairman.  Of  temperament,  interfere  with  the  functioninj 
of  the  board  in  any  way,  do  you  think? 

Mr.  SisLER.  Well,  my  incompatibility  of  temperament  with  hii 
may  have  not  reflected  to  the  best  interests  of  the  service.  I  wii 
ratlier  a  hard  man  to  escape  when  I  wanted  a  board  meeting,  and om 
of  tlie  most  difficult  tasks  that  I  had  as  secretarj'  of  tlie  Shipping 
Board,  after  the  reorganized  board;  that  is,  subsequent  to  the 
Denman-(ioethaLs  regime,  was  in  getting  a  quorum  of  the  Iwardto 
do  business.  I  was  insistent  that  the  members  attend,  and  was  ia 
many  instances  rebuifed,  of  course.  But,  considering  my  duties  as 
secretary  of  the  board,  I  usually  did  not  waver  in  getting  a  meeting. 
If  I  could  not  get  a  majority,  1  usually  went  ahead  with  two  mem- 
bers, and  subsequently 

The  Chairman  (interposing).  Were  you  there  during  the  so-calleJ 
Denman-(ioethals  controversy  ? 

Mr.  SisLER.  Yes,  sir:  a  most  unfortunate  occurrence*  for  the 
country. 

The  (^HAiKMAX.  Did  that  result  in  delay  in  the  shipbuilding 
program^ 

Mr.  SisLER.  Very  little,  I  would  say,  l>ecause  I  think  the  board 
would  have  taken  snaj)  judgment,  and  I  think  the  president  of  4e 
fleet  would  have  taken  snap  judgment  in  signing  hundreds  of  con- 
tracts that  he  had  not  time  to  have  investigated,  or  at  least  j)eruse<l, 
himself. 

The  Cpiairman.  At  the  outset  of  the  program,  Mr.  Sisler,  the 
emergency  was  very  pressing,  was  it  not  ? 

Mr.  Sisi.ER.  It  was,  sir. 

The  Chairman.  And  construction  work  had  to  be  gotten  under 
wav? 

Mr.  SisLER.  pA'ery  effort  was  being  made  to  that  end. 

The  Chahoian.  And,  in  view  of  the  emergency,  decisions  vere 
reached,  both  on  the  part  of  the  board  and*  trustees  and  officials, 
which  perhaps  upon  more  mature  reflection  and  delil^eration,  could 
not  have  been  arrived  at? 

Mr.  SisLER.  Yes;  that  is  so,  because  there  were  many  sad  occasions, 
and  the  board  discovered  only  too  late  that  it  had  been  perhaps  too 
hasty  in  the  award  of  certain  contracts. 

Contracts  were  awarded  to  certain  yards  where  dredging  woulc 
have  to  be  done.  There  was  no  possible  way  of  launching  a  ship  o' 
getting  the  ship  to  the  seaboard  without  dredging.  One  little  casei) 
New  England  necessitated  tearing  down  of  a  bridge  in  order  to  © 
l)oats  out  to  sea,  a  little  matter  that  the  board  had  overlooked  and 
imagine  the  contractor  likewise  overlooked. 

The  Chairman.  And  the  press  of  the  country,  and  perhaps  of  othi 
countries,  was  insistent  through  their  news  columns  and  editori 
columns  that  shipbuilding  go  forward  without  delay. 

Mr.  Sisij«:r.  And  at  any  cost. 

The  Chairman.  At  anv  cost. 
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5iSLER.  That  is  correct. 

L'hairman.  Conia^ress  was  urging  it  and  demanding  action? 
5isLER.  It  was,  sir. 

Chairman.  The  President,  through  his  official  advisei's,  was 
that  speed? 

MSLER.  That  is  true,  of  course. 

-^"hairman.  And  people  came  to  Washington  seeking  contracts 
king  representations  as  to  their  ability  to  carry  out  the  con- 
nd  to  build  ships  who,  it  afterwards  developed  after  con- 
ad  been  aw^arded  and  the  work  had  l>egun,  were  not  properly 
d  either  by  plant  or  experience  to  undertake  the  work? 
I8ij:r.  That  was  so  in  many  instances. 

Chairman.  Of  course,  mistakes  were  made  both   by  ship- 
and  by  officials  of  the  Shipping  Board  and  Fleet  Corpora- 

isLER.  About  an  even  break,  I  should  sav. 
.^hXirman.  And  errors  of  judgment  occurred? 
iSLER.  That  was  true. 

'hajrman.  And  in  many  instances  carelessness  of  financing  or 
Ing  that  crept  in  ? 

hsLER.  We  were  woefully  weak  from  the  standpoint  of  ac- 
y.  The  organization  had  grown  to  such  proportions  that  it 
y  beyond  the  financial  department,  both  in  the  construction 
operating  department. 

'hairman.  Of  course,  in  spite  of  the  pressure  the  emergency 
tremendous  proportions  of  the  work.it  might  have  been  pos- 
have  avoided  some  of  the  errors  and  the  mistakes  that  were 
id  the  lack  of  sufficient  precautions  which  existed. 
isiJBR.  As  an  apt  illustration  of  that,  I  can  best  refer  to  the 
Peering  of  all  vessels  by  the  Government  over  2,500  tons,  when 
not  even  have  at  that  time  a  division  of  operations  to  keep 
those  vessels.  A  gentleman  was  appointed  on  or  about  that 
act  as  director  of  operations,  and  it  was  then  up  to  him  to 
te  his  organization.  But  in  taking  over  the  entire  fleet  of  the 
States  of  all  vessels  in  excess  of  2,500  tons  dead  weight  the 
3adily  saw  within  a  month  or  six  weeks  that  it  should  have 
d  a  gigantic  organization  to  look  after  that  fleet  and  the 
of  that  fleet  before  it  commandeered  them. 
fiAiRMAN.  Do  you  think  that  the  mistakes  and  lack  of  organi- 
ind  errors  of  judgment  resulted  in  loss  to  the  Government 
lly  that  might  have  been  avoided? 

I8LER.  Gigantic  losses  occurred  that  could  have  been  avoided. 
'hairmax.  At  the  time  you  resigned,  Mr.  Sisler,  had  many  of 
fects  in  organization  and  in  accounting  been  cured? 
hsLER.  Not  from  an  accounting  standpoint;  no.  We  never 
r  experienced  ship  accountants  to  head  our  accounting  divi- 
her  from*a  construction  or  operating  standpoint.  Most  of 
en  i^ere  very  reputable,  high-class  business  men,  but  were 
mutants  nor  were  they  familiar  with  the  character  of  organi- 
hat  should  have  been  required  to  take  care  of  such  an  enor- 
sk. 

CHAIRMAN.  Of  course,  there  were  not  very  many  shipbuilders 
)ui\try  at  the  beginning  of  this  progress  plan,  was  there  ? 
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Mr.  S18LER.  (Comparatively  speaking,  no. 

The  Chairman.  There  was  not  many  competent  men  qualified  ii 
ship  accounting. 

Mr.  SisLEK.  There  could  have  been  secured,  unquestionably,  com- f 
petent  men  who  could  have  formulated  a  proper  accounting  system 
Their  subordinates,  who  likewise  would  have  been  accountwte 
though  not  necessarily  ship  accountants,  could  have  qualified  witlui 
a  comparatively  short  space  of  time,  with  their  former  accounting 
experience,  and  have  readily  got  on  to  this  particular  class  of  ac- 
counting. 

The  Chairman.  Reverting  to  the  m.atter  about  which  you  were  in- 
quired concerning  last  evening,  do  you  recall  Mr.  Boiling  ever  hav- 
ing teleplionod  to  yon  about  the  bending  rolls  for  the  Downey  Ship- 
building (^o.  ^ 

Mr.  Sisler.  Like  Mr.  Cranor  testified  this  morning,  I  had  no  dis- 
tinct recollection  of  having  been  phoned  to  by  Mr.  tiolling.  It  is 
neither  possible  that  he  may  have  phoned  my  office.  I  received  re- 
quests simihn-  to  that,  I  suppose,  a  dozen  or  50  times  a  day.  I  did 
not  have  time,  as  a  rule,  to  look  into  those  matters  myself,  and  iisuaDy 
turned  them  over  to  one  of  my  assistants,  wdio  would  get  the  informa- 
tion desired,  and  it  is  quite  possible,  as  Mr.  Boiling  has  testified, 
if  Mr.  Boiling  stated  that  he  did  call  my  office,  I  would  say  he 
and  take  his  word  for  it.  But  to  testify  under  oath  that  he  did  or  did 
not,  I  would  not  like  to  say. 

Tlie  Chairman.  You  have  no  recollection  of  it? 

Mr.  Sisler.  No. 

Tlie  Chairman.  And  if  Mr.  Boiling  says  he  did  that,  you  would 
not  testify  under  oath  that  he  did  not? 

Mr.  Sisler.  Under  no  circumstances,  because  I  would  take  Mr. 
Boiling's  word  on  this  or  any  other  matter. 

The  Chairman.  Mr.  Sisler,  did  he  frequently  telephone  you  about 
similar  matters? 

Mr.  Sisler.  No:  T  should  say  maybe  once  or  twice  in  two  weeks. 
Maybe  once  a  week  he  might  call  me  about  some  matters.  Lots  of 
times  it  would  be  about  an  accounting  matter,  a  matter  that  might 
concern  his  (le])artniont.  On  other  occasions  which  were,  I  should 
say,  very  infre(|uently  he  perliaps  had  occ*asion  to  call  me  rejjarding 
some  matt(»r  that  was  not  within  the  confines  of  his  own  division.  1 


could  not  enumerate  to  you  to-day  any  specific  instances  where 
did  so. 

Tlie  Chairman.  But  did  he  frequently  call  you  or  see  you  about 
having  something  done  to  assist  a  shipbuilder  or  a  shipbuilding  cor- 
poration? 

Mr.  Sisler.  1  would  say  that  was  more  than  infrequent. 

The  Chairman.  More  than  infrequent? 

Mr.  Slsler.  Yes. 

The  Chairman.  So  that  if  he  did  it  upon  this  occasion,  and  you 
are  not  pre})ared  to  state  that  he  did  not,  this  might  have  been  the 
only  time  he  ever  did  it? 

Mr.  Slsler.  Tliat  is  possible. 

Tlie  Chairman.  You  have  no  rec<dlection  of  other  instances? 

Mr.  Sisler.  T  state  that  because  I  could  not  give  you  specific  cases. 
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le  Chairman.  You  were  the  one  man  there  in  the  Shipping 
rd,  particularly  at  the  beginning,  that  pretty  nearly  everybody 
I  to  see? 

r.  SiSLER.  That  is  to  say,  the  board  was  all  shot  to  pieces  for  a 
J,  and  I  was  about  the  onlv  one  they  could  see. 
lie  Ch.urman.  I  mean,  after  the  board  was  reorganized,  you  were 
secretar}'^  ? 

r.  Sisler.  I  was  the  secretary  of  both  organizations, 
he  Chairman.  Both  organizations;  and  pretty  much  everybody 
1  to  see  you  that  had  business,  not  only  Members  of  Congress  and 
etaries,  but  their  constituents,  and  also  shipbuilders  and  business 
I,  financiers,  and  even  men  within  the  Shipping  Board  organiza- 
— all  had,  or  thought  they  had,  occasion  to  see  you  and  made 
rts  to  talk  with  youT 

[r.  Sisler.  They  usually  came  to  me  for  direction;  particularly 
J  would  come  to  the  Shipping  Board  lots  of  times  with  a  matter 
t  should  be  transferred  to  the  War  Department  or  to  the  Navy 
)artment  that  had  to  do  with  boats,  and  the  War  Department  had 
ts  as  well  as  the  Navy  Department,  as  did  likewise  the  Shipping 
ird. 

'hey  would  usually  present  the  facts  of  their  case  to  me  and  ask 
for  my  suggestions,  how  it  should  be  presented  to  the  board,  or 
vhom  it  should  be  presented,  and  what  course  it  would  take  in  the 
at  it  was  presented.  I  usually  in  those  instances  had  them  reduce 
vriting  their  case,  so  that  I  could  direct  it  to  the  proper  division 
lirect  it  to  the  board. 

he  Chairman.  There  is  no  reason,  from  any  memorandum  you 
•  made,  or  from  anj^  particular  circumstances  attendant  upon  the 
dent,  why  you  should  remember  Mr.  Boiling  calling  you  up  on 
Downey  case,  is  there  ? 
[r.  Sisler.  None  whatever. 

he  Chairman.  And  you  did  not  make  notes  of  all  these  things 
jn  people  talked  with  you  on  the  telephone? 

[r.  Sisler.  My  secretary  usuallv  was  on  the  same  wire  with  me^ 
in  the  event  of  a  call  she  usually  had  the  name  and  what  it  was 
ut  before  I  went  on  the  wire.  That  call  was  usually  taken  down 
horthand  or  a  memorandum  made  of  it.  In  the  event  that  a  par- 
Jar  person  came  back,  my  secretary  would  be  familiar  with  his 
J.   But  I  never  made  notes  myself,  as  a  rule. 

he  Chairman.  I  think  that  is  all,  Mr.  Sisler,  but  the  committee 
J  possibly  return  to  New  York  within  the  next  few  weeks,  and  -if 
do,  we  may  desire  to  recall  you.  If  we  do  not  come  back  here,  it 
possible  we  might  like  you  to  come  to  Washington  for  further 
imony. 

[r.  Sisler.  May  I  inquire  at  this  time  whether  that  will  be  in  De- 
ber  or  January?  The  reason  I  ask  the  question  is,  I  am  engaged 
he  lumber  business  in  Newfoundland,  and  I  ought  to  be  there 
.  I  should  have  gone  last  week,  if  it  had  not  been  for  this  coin- 
:ee  meeting — I  should  have  sailed  last  weeJk,  to  be  gone  five 
ks.  ' 

he  Chairman.  Five  weeks? 

T.  Sisler.  It  takes  about  that  time  to  make  the  trip, 
he  Chairman.  I  can  not  say  at  present,  but  I  think  it  unlikely 
vill  return  to  New  York  during  December. 
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Mr.  SisijRR.  Maybe  after  the  10th  of  January — I  will  leave  myid- 
dress  with  you  anyway,  so  I  can  come  back  by  rail. 

The  Chairman.  Mr.  Denman,  did  you  wish  to  make  a  statementto! 
tlie  committee^ 

Mr.  Denham.  Before  the  committee  reassembles,  I  desire  tostiti; 
briefly  the  constructive  suggestions  that  I  hope  to  elaborate  whei 
you  hear  me  at  your  next  or  later  session. 

The  Chairman.  The  committee  would  much  pix^fer,  Mr.  Denmaa, 
for  vou  to  make  your  suggestion  when  you  are  called  to  testify. 

Mr.  Dknman.  The  reason  I  wanted  to  make  it  now  was,  first,  be- 
CM  use  the  project  I  have  to  suggest  requires  my  attention,  immediiU 
attention,  and  second,  because  I  desire  to  have  the  outlines  made  of  it 
so  that  those  who  desire  to  criticize  it  or  ask  me  to  elaborate  on  it  will 
liavo  the  opportunity  before  I  come. 

The  CiiAuniAN.  How  long  would  it  take  you  to  make  a  brief  state- 
ment of  what  vou  desire? 

Mr.  Dknman.  I  should  sav  about  10  minutes. 

TESTIMONY  OF  MR.  WILLIAM  DENMAN,  SAN  FRANCISCO,  GAUT. 

(The  witness  was  duly  sworn  by  the  chairman.) 

Tlie  Chairman.  You  have  a  matter  which  you  desire  to  bring  to 
our  attention  briefly,  which  may  be  the  subject  of  further  inquiry  by 
the  conunittee,  and  we  ask  vou  to  state  that  matter  now  concisely. 

Mr.  Dknman.  T  liave  assumed  from  the  discussions  that  I  have  had 
with  members  of  the  committee  privately  that  the  functions  of  the 
committee  are  divided  into  two  classes,  one  an  inspection  of  the  work 
of  the  Shippin<r  Board  for  the  purpose  of  discovering  such  frauds 
and  improper  practices  as  may  have  been  pursued.  That  is  inevi- 
table in  a  two-party  system  of  fjovernment.  Each  party  must  criti- 
cize the  other,  and  if  it  discovers  nothing  of  importance  it  at  least 
will  be  able  to  avoid  in  the  next  crisis  the  types  of  people  shown  here. 

But  I  take  it  from  my  conversation  with  you  that  the  major  pur- 
pose of  your  committee  is  to  reach  constructive  policies  and  to  receive 
sucli  constructive  su<r^estions  as  maycome  from  men  who  are  more 
or  less  qualified  to  <rive  them. 

It  is  in  the  latter  connection  that  I  desire  to  sj)eak  at  lenpth  at  a 
|)roper  time.  I  desire  also,  coincident  to  that,  to  kill  the  so-called 
Denman-Cioethals  c(mtroversy  over  wooden  ships. 

The  CiiAiKMAN.  Do  you  think  you  can  do  that  in  10  minutes? 

Mr.  Dkxman.  Xo:  T  am  not  ^oin^  to  do  that  in  10  minutes.  lam 
simply  <roin<r  to  say  that  there  never  was  any  such  controversy;  that 
(Jen.  Cioethals  from  the  time  I  first  met  him  to  the  end  of  mv  con- 
tact  with  him  was  always  for  the  buildinp  of  as  many  wooden  ships 
as  could  ])()ssil)ly  be  constructed,  and  at  my  last  session  with  him  he 
re<rretted  with  <lneat  bitterness  the  contrary  reports  which  had  been 
attributed  to  him.  That  was  a  conversation  taken  down  by  a  stenog- 
rapher and  is  a  ])art  of  the  records  of  the  Shipping  Board. 

Not  only  that,  I  was  never  in  favor  of  building  wooden  ships  at  the 
expense  of  steel,  and  I  will  show^  that  my  policy  contemplated  the 
l)uildinnr  of  an  auxiliary  w^ooden  fleet,  and  that  my  major  policy, 
lon^r  before  T  en^a^ed  tioethals  or  caused  him  to  be  engaged,  yf^ 
buildinir  a  steel  fleet. 
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shall  show,  when  the  time  comes,  Goethals's  enormous  accomplish- 
t  in  contracts  and  in  plans  for  contracts,  which  by  some  strange 
^^ersion  of  the  Shipping  Board  records  all  were  attributed  to  the 
:  administration — the  number  of  ships  signed  for  by  Goethals, 
number  of  ships  arranged  for  by  (xoethals  in  the  brief  period  of 

months  was  simply  enormous.  It  exceeded  something  like  600 
«ls. 

s  a  matter  of  fact,  he  and  I  signed  in  a  period  of  60  days  con- 
ts  aggregating  some  $300,000,000  without  the  scratch  of  pen 
luthonty  from  anybody.    They  were  afterwards  ratified. 

am  speaking  of  this  briefly,  because  I  think  the  country  would 
itate  t^  accept  any  suggestion  I  have  to  make,  under  the  im- 
ssion  that  I  ever  advocated  building  wooden  ships  for  anything 

a  war  purpose,  or  even  advocated  building  wooden  ships  for 
ihing  except  as  an  auxiliary  of  our  major  steel  program. 
The  wooden  ship  project  was  not  mine.  The  project  that  I 
•ught  to  the  board,  and  on  which  I  made  a  very  considerable 
omplishment,  was  the  building  of  Diesel-engine  vessels;  which 
mid  become  a  part  and  subsequently  a  large  part  of  American 
its.  I  have  been  for  many  years,  or  for  a  lon<j  time,  the  attorney 
•  a  fleet  of  Diesel-driven  vessels  sailing  from  Copenhagen  and  the 
Itic  ports  to  San  Francisco.  I  was  familiar  with  the  Diesel 
»tor  as  it  had  been  developed  at  that  time,  knew  that  it  was  en- 
ely  practical,  and  obtained  contracts  for  the  construction  of  a 
et  of  24  of  such  ships,  and  those  contracts  were  to  be  finally 
fned,  or,  as  I  preferred,  the  plants  that  we  had  arranged  for  were 
be  commandeered  and  taken  over  by  the  Government,  and  the 
3t  project  of  building  Diesel  vessels  Avas  to  be  undertaken  co- 
linate  with  and  at  a  time  subordinate  to  the  building  of  steam 
isels  such  as  were  constructed  bv  the  Diesels. 

Ifter  I  had  laid  the  project  before  (ioethals  we  were  in  entire 
ord  on  it.  We^  had  his  assistance  in  the  original  negotiations, 
i  the  day  that  the  two  of  us  resigned  was  the  day  set  for  the 
al  discussion  for  the  determination  of  whether  or  not  we  would 
ninandeer  or  whether  we  would  use  the  contracts  which  had 
?n  tendered  to  us. 
t  intend  to  show  the  relationship  between  Diesel  and  the  supply 

oil,  both  in  the  United  States  and  throughout  the  world.  I 
end  to  show  the  relationship  between  the  Diesel  and  the  bunker- 
?  situation  between  nations.  I  intend  to  show  how  the  bunker- 
r  privilege  was  used  during  the  war  to  coerce  our  ships  into  rer- 
n  lines  of  trade  for  the  purposes  of  the  Allies,  and  I  intend  to 
>w  that  the  same  thing  can  be  done  to-day  in  commercial  rivalry, 
these  nations  desire  to  do  so,  in  response  to  the  so-called  dis- 
piinations  of  the  Jones  bill, 

do  not  intend  to  offer  a  critirism  of  the  policy  of  those  who  used 
ir  bunkers  against  American  shipping,  be  ause  it  was  a  war 
urgency,  but  I  intend  to  bring  out  the  exact  power  that  lies  with 
^  to-day  to  use  their  bunkers,  and  I  will  show  that  had  they 
'pted — that  is,  had  our  Government  adopted — the  project  that  I 
posed  for  the  building  of  Diesel  ships,  that  we  would  to-day 
^  had  a  fleet  that  could  pass  by  any  bunker  in  the  world  with 
'Vdant  oil  fuel  in  its  double  bottoms,  to  go  around  the  world 
^  a  single  charge. 
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My  business  is  on  the  Pacific  coast.    I  am  at  tlie  jiresent  time 
receiver  for  two  lar^e  corporations,  and  I  should  be  thei-e  now. 
am  (juite  ready  to  stay  on  to  give  such  testimony  on  this  subject 
you  may  desire  to  have.    I  hope  you  can  arrange  to  hear  me 
befoie  i  return  to  the  West. 
The  CiiATRMAN.  When  do  you  plan  to  return? 
Mr.  Dknman.  I  can  stay  on.     I  have  practicalh'  completed 
business  here,  so  I  can  stay  on  .two  weeks  if  you  can  hear  me  wi 
that  time. 

The  Chairman.  The  committee,  of  course,  will  l^e  in  Washin 
next  week,  coincident  with  the  reassembling  of  Congress,  and  I 
assure  you,  Mr.  Denman,  that  if  we  can  arrange  to  near  you  wit 
the  next  two  weeks  tliat  we  will  let  you  know,  but  I  can  not  givey 
any  assurance  to-day  that  we  can  hiear  you  within  the  next  t 
weeks,  so  that  you  can  arrange  to  stay.     I  think  I  might  do  th 
Monday  or  Tuesday  of  next  week. 

Mr.  "Denmax.  I  beg  that  you  will.  I  think  the  one  great  quo-' 
tion  k^fore  the  Shipping  Board  has  been  the  procuring  and  search 
for  a  method  to  procure  these  Diesel  ships  which  use  but  a  third  tlie 
fuel  that  steam-driven  vessels  do,  and  it  will  conserve  our  supply 
of  oil  so  far  as  it  is  used  <m  the  sea  for  many  years  beyond  its  present 
life,  and  it  will  make  us  free  from  competition  in  that  friendly  W4^ 
fare  of  commerce  that  we  anticipate  of  the  most  powerful  agency  of 
opposition  that  (ireat  Britain  has,  namely,  the  fuel  bunker. 

r  shall  show  fuilher  the  propaganda  that  there  was  in  Washing- 
ton against  the  use  of  DiCvSels.  I  shall  show  how  it  has  affectd 
subsequent  membei's  of  the  Shipping  Board.  I  shall  show  state 
nients  tliat  emanated  during  my  time  from  foreign  com{>etitors  that 
were  repeated  by  members  of  the  Shipping  Board  almost  identi- 
(Milly — statiMuonts  absolutely  contrary  to  the  experience  then  in  the 
use  of  those  ships,  and  it  should  come  soon. 

Our  oil  controvei'sy  with  Great  Britain  over  thQ  Mesopotamia  field 
has  a  direct  relationship  to  the  use  of  these  vessels,  and  if  you  can 
arrange  for  a  hearing  at  an  early  date  I  shall  feel  I  am  making  no 
impact  on  the  country's  time. 

The  ('iiAiij.MAN.  I  understand  from  your  statement  that  you  aw 
pi'epanMJ  to  jn'oihur  farts  (o  prove  these  things  which  you  s;iy  ymi 
will  show.  Mr.  Dennuin  ? 
Mr.  Dkxaiax.  Yes. 
The  CiiAiKMAX.  Facts? 

Mr.  Dkxman.  Yes:  I  will  prochice  the  facts  with  i-eference  to^len. 
(foetliajs  in  ivirnni  (o  wooden  ships  and  the  value  of  his  jK^sition 
on  thiMii.     1  shall  ])ro(lu(*e  the  facts  in  reference  to  the  long-estal)- 
lished  value  of  the  Diesel.     I  shall  produce  facts  to  show  the  eon- 
tiacts  thai    1  pi'ocured — not  advertising  or  talk  or  lKH)ks  or  other 
matters  praisin«r  the  Diesel,  but  the  actual  gathering  together  of  the 
material  for  the  building  of  them.    T  shall  produce  facts  as  to  the 
method  by  whicli  interference  was  made  with  our  commerce  duriiif 
the  wai-.  niuch  of  it  justifiable,  but  as  to  how  much  it  was  done 
iwul  how  it  can  be  done  in  the  future:  and  I  shall  show  with  refer- 
eiue  to  the  provisions  of  this  Jones  l)ill  where  we  have  a  real  con- 
test on  our  han<ls  if  we  intend  to  go  in  for  discrimination,  and  how 
th<*  conntrv  must  be  prepared  for  that  I'eal  contest  if  it  is  going  ta 
;;///"s//e  llie  j)olicy. 
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The  Chairman.  Of  course,  this  committee,  Mr.  Denmaii,  has  no 
prisdiction  over  legislation  amending  the  Jones  bill.     That  comes, 

Eof  coui'se  you  know,  before  the  Commerce  Committee  of  tlie  Sen- 
I  and  the  Merchant  Marine  Committee  of  the  House.    This  com- 
liittee  is  investigating  the  transactions  of  every  nature  of  the  Ship- 
""        Board,  together  with  corporations  having  constractural  rela- 
with  it,  and  while,  as  you  have  been  assured  by  members  of 
committee,  it  is  hoped  that  the  result  of  our  inquiry  will  be  con- 
ictive  in  its  character,  we  are  not  authorized  to  hold  a  hearing 
^n  the  Jones  bill  for  the  purpose  of  repoi-ting  proposed  amend- 
its. 
But  I  take  it  from  the  statement  you  have  already  made  that  you 
prepared  to  relate  what  occurred  with  reference  to  these  mat- 
while  you  were  a  member  of  the  Board,  and  what  you  know 
happened  since,  and  what  you  are  confident  will  be  the  results 
the   future   unless  some   constructive   legislation   is   enacted   by 
ongress. 

fel(fr.  Denaian.  You  are  quite  correct,  Mr.  Chairman.  I  have  no 
sire  to  amend  the  Jones  bill.  I  desire  to  point  out  what  must 
^  done  in  the  way  of  ship  construction  to  meet  the  inevitable  com- 
■nercial  conflict  that  w^ill  arise  out  of  the  Jones  bill,  and  its  possi- 
fcility  of  being  won  by  oui'selves,  and  the  fact  that  it  can  not  be 
ipeated  slackly,  and  must  be  treated  both  by  men  of  resolution  and 
Strength,  backed  by  the  country,  and  that  we  should  call  upon  the 
Btxperience  of  the  country  in  shipbuilding  and  commercial  competi- 
ion  if  we  are  going  to  make  the  bill  a  success. 

The  Chairman,  x  ou  state  there  was  no  controversy  between  your- 
self and  Gen.  Goethals  over  the  wooden  shipbuilding  program? 

Mr.  Denman.  Oh,  with  reference  to  the  principles  of  the  pro- 
gram. There  was  some  disagreements  as  to  the  design,  which  were 
if  slight  importance. 

The  Chairman.  Was  there  a  controversy  between  you  about  any- 

•liing? 

Mr.  Denman.  Yes. 

The  Chairman.  And  was  that  controversy  the  reason  or  the  cause 
Eor  you  both  leaving  the  board  ? 

Mr.  Denman.  The  controversy  was  used  in  getting  both  of  us  out 
Df  the  board,  with  the  result  that  just  at  the  time  this  great  project 
of  building  Diesel  vessels  was  about  to  be  consumated,  w^e  with- 
drew. 

The  Chairman.  Mr.  Denman,  you  will  be  in  New  York  Monday 
or  Tuesday  of  the  coming  week? 

Mr.  Denman.  I  can  be  reached  here.  I  shall  be  either  here  or  in 
Boston,  I  do  not  know  which. 

The  Chairman.  At  the  Biltmore  Hotel? 

Mr.  Denman.  At  the  Biltmore. 

The  Chairman.  I  will  let  you  know  definitely  on  Monday  or 
Tuesday  of  next  week,  after  I  have  an  opportunity  to  confer  with 
the  committee,  just  when  within  the  next  two  weeks  we  can  hear 
you,  if  possible;  and  if  we  can  not  hear  you,  I  am  very  much  afraid 
that  it  will  be  necessary  for  you  to  inconvenience  yourself  to  make 
a  trip  across  the  country  to  come  to  Washington  a  little  later.  The 
committee  wants  to  hear  you  and  secure  the  information  that  you 
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desire  to  lav  before  it  on  this  matter,  and  we  feel  that  you  also 
some  information  upon  other  matters  which  the  committee  expertij 
to  inquire  into,  and  I  will  let  you  know  Monday  or  Tuesday  n«ti 
nitely  with  respect  to  your  appearance  before  the  committee. 
Air.  Dknmax.  Mr.  ('hairman.  mav  I  ask  that  you  outline  ti»  m^ 

»  ttr  1 

the  matter  on  wiiich  you  <lesire  me  to  bring  testimony  ot he  rthtui — ^ 
The   Chaikman    (interposing).  It  will  be  practically  the  early 
transactions  of  the  Shij)pinf^  Board,  what  was  done  and  the  que^ 
tion  of  or*ranization  and  the  awarding  of  contracts  and  accmmling 
matters,  and  all  such  matters  as  that  during  the  early  stujres.  T\\t 
general  inquiry  such  as  you  would  naturally  ex|)ect  to  be  nuwle  of* 
memln-r  of  the  board  at  that  time. 
Mr.  Denman.  I  thank  you,  sir. 

TESTIMONY  OF  MR.  MABTIN  J.  OILLEN— Eecalled. 

The  CiiAJKMAx.  You  stat^  you  haye  some  reyisions  you  desire  t 
make  of  your  testimony. 

Mr.  (iiLLKx.  Yes,  sir. 

The  CiiAiKMAx.  Have  you  prepared  them  ? 

Mr.  GiLLEN.  I  have  prispared  them. 

The  ('iFAiioiAN.  You  have  prei)ared  a  list  over  your  signature? 

Mr.  OiLLKX.  Yes.  sir. 

The  CiiAiioEAX.  What  do  the  revisions  consist  of.  mostly  prau 
maticnl  errors 

Ml.  (ijiiiiN.  J  will  read  it.     |Keading:| 

A.  :i«i;:  uiidrr  tlic  <>:i!h  t:ikrn  !•>  me  befon*  your  coiuiiiinre.  I  l^avi-  t'Xaiiii! 
in\  trr'UKtiiy  :i]m1  Iimvc  iiiji(h»  <>»ri;iin  rb;!ii?x«'s  t.>  covi  r  ty|M>i:rnnli;<':il  m-A  «■!• 
fM'iiH--  ill  .st:ii«  nuMiis.  \vli|<'li  in  no  rjisr  iiiss  i*hiiti;r(*tl  \Uv  s«iise  «»f  ihr  Tr>li:i;i! 
or  uny  of  tlu'  ra<;s  slnttMl  ihoHMn.  T1m*si»  revisions  iwv  si^t  fortli  a«*ii*n!=ii:: 
liii''  aii«l  p:iir«'  iiflow.  I  liavj'  nia«W'  iwisions  also  itw  tho  ori;riiial  lo^rinn-ny.  i 
Willi  tin's  sialnnoui  I  lu-rcwitli  liand  to  .\oii  n  topy  of  llu»  original  i«*-,i:..<. 
^^il!l  flu-  (•]i;in«::«'^s  niadt*  in  writinj;  m.y  Mk»  margin. 

Tho  CiTAiRiMAN.  These  are  with  reference  to  your  own  t' <tinioiv 

Mr.  (ill  ij:x.  Yes.  sir. 

Tlii^  (  ri AIRMAN.  Have  you  a  copy  of  the  record  i 

Ml'.  (iiLi.KN.  T  have  the  testimony  that  was  submitte<l  to  me. 

The  Chairman.  Yi'vy  well.  You  say  these  revisions  make  yo 
testimony  correct  f 

Ml'.  Gii.LKN.  "^'('S,  sir. 

TJie  (^lAiRMAN.  These  revisions  will  be  entered.  Mr.  Stenoirrapli 
in  tlie  record. 

The  comniitteo  will  adjourn,  to  resume  its  hearings  in  Wasliingt* 
T).  (\.  upon  the  call  of  the  chairman. 

(Thereupon,  at  1.05  p.  m.  the  committee  adjourned  to  meet 
Washington,  D.  C,  upon  the  call  of  the  chairman.) 


[PPING  BOARD  OPERATIONS 

HEAEINGS     f  A- ,  ^5  1 92 1 : 


BEFORE 


SELECT  COMMITTEE  ON^^iii 
8.  SHIPPING  BOARD  OPERATIONS 


HOUSE  OF  REPRESENTATIVES 

SIXTY-SIXTH  CONORBSS 
TBIHD  SBSSION 


TESTIMONY  OF 

MR.  WILLIAM  DENMAN 


FART  8 


WASHINGTON 

GOTBBNMENT  PRINTING  OFFICE 

1920 
68 


8170  SHfPPING  BOARD  OPERATIOKS. 

desire  to  lay  before  it  on  tliis  matter,  and  we  feel  that  yoii  alsol 
some  information  upon  other  matters  which  the  committet*  e\\ 
to  inquire  into,  and  I  will  let  you  know  Monday  or  Tuestlav 
nitely  with  respect  to  your  appearance  before  the  committee. 

Air.  D?:xMAN.  Mr.  Chairman,  mav  I  ask  that  vou  outline  t. 
the  matter  on  which  you  desire  me  to  brinjj  testimony  ot he  rthui 

I'he  Chairman    (intcrposinff ) .  It  will  be  practically  the 
transactions  of  the  Shij)ping  Board,  what  was  done  and  the 
tion  of  or*i:anization  and  the  awarding  of  contracts  and  ncron 
matters,  and  all  such  matters  as  that  during  the  early  stages, 
general  inquiry  such  as  you  would  naturally  exi>ect  to  be  niinK 
meml)er  of  the  board  at  that  time. 

Mr.  Denman.  I  thank  you,  sir. 

TESTIMONY  OF  ME.  MAETDJ  J.  GILLEN— Becalled. 

Tiie  Chairman.  You  state  j^ou  have  some  revisions  you  de- 
make  of  your  testimony. 

Mr.  GiLLEX.  Yes,  sir. 

Tlie  Chairman.  Have  you  prepared  them? 

Mr.  GiLLEN.  I  have  prepared  them. 

The  Ctfahoian.  You  have  prepared  a  list  over  your  signatur 

Mr.  GiLLEN.  Yes.  sir. 

The  CirAiRMAN.  What  do  the  revisions  consist  of,  mostly 
matical  errors 

Ml.  (tilii'x.   1  will  read  it.     [Reading:] 

AiJiu;,'  iiiMirr  the  oath  takt'ii  !•>  iiit*  iM'fnre  your  coininilt^H*,  1  1::jvi»  i'\ 
inv  l>timony  imd  linv«*  made  <vrtain  rl»r!n^»»s  t.>  covt  r  tyi>o;:ninh!i-Ml  :u\ 
error-  in  sT.it^nieiits.  wliich  in  no  cas**  nas  dian^ri'd  the  sonsr  of  tho  r»*^ 
or  any  of  tlu'  facis  statod  tlieroin.  Tln^sv  n*visiops  aiv  s<»t  f<»rtli  a«*ftir 
liii''  jhmI  pairt'  Ix^low.  I  liave  made  n»vis!ons  also  en  tho  oriirinal  tesiiia.. 
Willi  lliis  sialfnieni  I  hrrcwith  hand  to  \oii  a  roj)y  of  thr  oriirinal  if 
wlHi  i\u^  <lianj:<*s  made  in  wriiinfr  ot«  the  margin. 

The  Ctiairman.  These  are  with  reference  to  your  own  t'sti] 

Mr.  (fiij.rx.  Yes,  sir. 

Tliv»  Chairman.  Have  you  a  copy  of  the  record? 

Mr.  (JiLLEx.  T  have  the  testimony  that  was  submitted  to  me. 

Tlie  Chairman.  Verv  well.  You  sav  these  revisions  inaki 
testimony  correct ? 

Mr.  GiLLEN.  Yes,  sir. 

Tlie  Chairman.  These  revisions  will  be  entered,  Mr.  Stenogr 
in  tlie  record. 

The  coniiuittee  will  adjourn,  to  restmie  its  hearings  in  AVashi 
1).  C.  upon  the  call  of  the  chainnan. 

(Tliereu[)()n,  at  1.05  p.  m.  the  committee  adjourned  to  n 
Washington,  D.  C,  upon  the  call  of  the  chairman.) 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
Washington,  D,  C,  Monday,  December  IS,  1920, 

*he  committee  met  in  the  caucus  room,  House  Office  Building,  at 
'clock  a.  m.,  on  call  of  the  chairman,  Hon.  Joseph  Walsh,  (Cnair- 
)  presiding, 
so  present:  Representatives  Kelley,  Hadley,  Foster,  and  Con- 

r 

riHONT    OF    MR.    WILLIAM    DENMAN,    FORMEB    CHAlR- 
^K  UNITED  STATES  SHIPPIITG  BOARD  AND  PRESIDENT 
THE   EMERGENCY   FLEET   CORPORATION;   RESIDENCE, 
ir   FRANCISCO,  CALIF.— Resumed. 

e  Chairman.  Mr.  Denman,  when  were  you  appointed  to  the 
>iiig  Board  ? 

•  Denman.  My  appointment  was  made  in  the  month  of  Novem- 
LJ916.  It  was  confirmed  in  January,  1917,  and  the  board  was 
k^ized  on  the  30th  day  of  January,  1917.  I  had  previously  been 
f  the  active  participants  in  the  framing  of  the  legislation,  begin- 
back  in  the  latter  portion  of  1915. 

o  Chairman.  When  was  the  Emergency  Fleet  Corporation  or- 
ied  first,  if  you  remember  ? 

'-  Denman.  The  resolution  of  the  board  authorizing  the  oi^ani- 
ti  imder  the  act  was  passed  on  the  14th  of  April,  1917;  and  the 
^ration  was  organized  between  then  and  the  18th  of  April, 
le  Chairman.  And  were  you  the  first  chairman  of  tne  Emer- 
y  Fleet  Corporation  ? 

r.  Denman.  I  was  the  first  chairman  of  the  Shipping  Board, 
at  that  I  would  like  to  make  a  statement:  In  the  original  group 
ppointees  was  Mr.  Bernard  N.  Baker,  an  able  and  experienced 
pmg  man,  who  had  sought  to  organize  such  a  board  in  the  origi- 
mU  as  a  mere  adjunct  to  two  members  of  the  Cabinet.     I  was  one 

group  that  wanted  to  make  it  a  pure  commission,  or  a  purely 
[net  administration.  We  jdisagreea  in  the  course  of  the  prelim- 
y  discussions,  and  Mr.  Baker  resigned.  I  was  requested  oy  the 
ident,  or  rather  the  board  was  requested  by  the  President,  to 
e  me  chairman.  I  was  tendered  the  election  on  the  30th  of  Jan- 
'  but  declined  to  accept  the  chairmanship,  hoping  that  the 
mcy  would  be  filled  by  some  shipping  man  on  the  Atlantic  coast 

knew    the   personnel    and   conditions   prevailing   in   Atlantic 
age. 

le  Chairman.  Will  you  just  give  us  the  persoimel  of  the  board 
lie  30th  of  January,  1917. 
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Mr.  Denman.  Mr.  Theodore  Brent,  Mr.  J.  B.  White,  Mr.  Donald, 
and  myself;  Mr.  Baker  having  previously  resigned.  I  did  not  accepi 
the  chairmanship  of  the  board  until  nearly  seven  weeks  later,  after 
the  appointment  of  Mr.  Stevens,  who  had  had  no  shipping  experieno, 
and  who  came  to  the  board  from  New  Hampshire,  I  oelieve,  anddiJ 
not  look  to  taking  a  prominent  part  in  shipping  activities.  Froi 
March  20  until  July  24  1  was  chairman  of  the  Shipping  Board.  Some 
time  around  the  17  th  or  18th  of  April  I  was  elected  president  of  the 
Emergency  Fleet  Corporation,  and  neld  that  position  until  the  24th of 

Jul  v. 

"the  Chairman.  Now,  did  you  have  the  appointment  of  the  xmm 
officials  of  the  board  ? 

Mr.  Dexman.  No;  I  had  no  powers  as  president  of  the  corporatioii 
of  appointment.  I  am  speaking  now  of  the  Emergency  Fleet  Corpon- 
tion.  By  a  provision  oi  the  bv-laws  that  was  entirely  in  the  hands 
of  the  general  manager,  Gen.  (joethals. 

The  Chairman.  When  was  he  appointed  ? 

Mr.  Denman.  He  was  apj^ointed  at  the  time  of  the  organization 
of  the  cor])oration  or  just  before. 

Tlie  Chairman.  Was  that  prior  to  your  being  made  president  of  itl 

Mr.  Denman.  At  the  same  time. 

The  Chairman.  Who  appointed  the  officials  of  the  Shii)ping  Board, 
such  as  the  treasurer  and  secretary  and  auditor  and  comptroller! 

Mr.  Denman.  That  was  done  by  the  board  as  a  body. 

The  Chairman.  And  how  were  those  men  selected;  how  did  their 
names  come  before  the  board  ? 

Mr.  Denman.  They  were  suggested  by  various  members  of  the 
board,  and  quite  a  number  of  them  ver>^  largely  through  Mr.  Stevens. 
Mr.  Stevens  was  our  political  member,  and  a  very  large  portion  of  the 
patronage  was  suggested  bv  him. 

The  Chairman.  What  do  you  mean  by  the  statement  that  Mr. 
Stevens  was  the  "political  member''  of  the  board? 

Mr.  Denman.  Well,  I  think  there  was  the  feeling  that  the  ehair- 
man  was  markedly  lacking  in  political  instinct,  and  Mr.  Stevens,  who 
was  a  cliarming  and  very  aljle  man,  was  hoped  to  supply  the  deficiency 
of  the  chairman. 

The  Chairman.  Well,  was  that  by  general  consent  of  the  board! 

Mr.  Denman.  I  think  it  was  the  hope,  both  inside  and  outside  of 
the  board. 

The  Chairman.  Do  you  know  who  appointed  the  treasurer  of  the 
board  at  that  time  ? 

Mr.  Denman.  Oh,  it  was  by  board  action,  Mr.  Chairman. 

The  Chairman.  Were  minutes  made  of  those  various  appoint- 
ments ? 

The  Chairman.  So  the  board  records  would  show  that? 

Mr.  Denman.  I  think  the  board  records  would  show.     I  have  not 
in  mnid  th(»  a})i)ohitment  of  the  treasurer.     There  was  an  auditor  oi 
the  Shipi)ing  Board  and  the  treasurer  of  the  Emergency  Fleet  Cor- 
poration.    The  secretary  of  the  board  was  not  a  permanent  secre- 
tary, was  not  elected  until  very  shortly  before  I  resigned.     We  had 
had  a  series  of  temporary  secretaries,  and  I  was  hoping  to  get  a 
driving  ])usiness  executive  secretary,  and  would  have  succeeded  in 
placuig  one  there  had  it  not  been  for  the  atmosphere  of  controversy 
with  which  the  journalists  surromided  us,  in  the  press,  which  made 
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Mr.  Denman.  That  was  under  discussion  at  the  time  we  resig: 
In  order  to  get  a  clear  picture  of  that,  you  must  remember  that  n 
your  legislation  giving  the  power  to  conmiandeer  was  passed , 
15,  1017,  the  President,  to  whom  the  power  was  delegated  by 
Congress,  did  not  allocate  the  powers  of  the  congressional  act! 
until  the  10th  or  11th  of  July.  So  that  mv  administration, » 
as  war-created  powers  were  concerned,  had  but  13  days  of  acti 
Now,  of  course,  we  had  been  planning  and  expecting  to  get  the  po^ 
and  the  method  of  commandeering  was  under  discussion  and  tb 
week's  minutes,  particularly  the  minutes  of  special  sessions  th< 
held,  which  were  taken  down  in  full  and  typewritten,  show  the 
dency  of  discussion  as  to  the  methods  of  commandeering. 

Gen.  Goethals  had  been  so  completely  engaged  in  letting  cont 
for  ships,  and  a  very  large  fleet  was  contracted  for  b^  Gen.  Goe 
in  that  time;  I  say,  he  had  been  so  completely  occupied  in  that 
he  had  not  procured  the  preexisting  contracts  for  ships  that 
under  construction  on  our  stocks  when  we  got  the  commande 
power.  We  requested  those  and  they  were  bein^  gotten  togeth 
us  so  that  we  could  formulate  finally  our  method  of  conimande 
Almost  the  last  minute  in  the  board  before  our  resignation  had 
ence  to  procuring  a  complete  list  and  outline  of  existing  contra( 
ships.  1  want  later  to  pay  a  tribute  to  Gen.  GoethaJs's  real  a 
plishment  there:  it  was  a  very  remarkable  achievement.  Un 
nately  it  has  not  been  mentioned  in  the  publicity  given  out  I 
successors.  All  of  Gen.  Goethals^s  contracts  were  merged  in  a  ^< 
contracts  claimed  by  the  next  administration.  This  is  in  their 
cation  late  in  191S  of  a  statement  called  ''Shippinfi;  facts." 
by  digging  in  the  elaborate  annual  reports  could  Gen.  Goe 
achievements  be  worked  out  into  a  statement. 

The  press  relied  on  the  summary  of  Shipping  facts,  which  at 
12  and  13. omit  the  contracts  reported  in  Gen.  Qoethals's  admi 
tion  and  lumped  them  in  the  report  of  March  30, 1918,  under  the 
ing  of  Organization  of  present  Shipping  Board.  I  think  at 
time  during  the  course  of  this  session  I  snould  be  permitted  t 
show  what  he  accomplished. 

The  ( -HAiUMAN.  Those  contracts  that  were  awarded  all  hac 
later  ratified  by  legislation,  did  they  not? 

Mr.  Denman.  I  think  not.  We  began  letting  contract 
signing  them  before  we  had  authority,  but  they  were  later  a( 
Thev  were  made  by  Gen.  Goethals  and  his  staff,  but  as  pr 
of  tlie  corporation  I  signed  the  contracts  when  they  came  ov 
Gen.  Goethals's  O.  K.  on  them.  The  only  participancy  I 
connection  with  the  making  of  contracts  was  in  the  laying  c 
general  policies,  particularly  with  r^ard  to  the  scheme  of  fab] 
of  ships,  such  as  was  worked  out  at  Hog  Island;  the  scheme  \ 
project  of  assemblage  of  plant  for  the  manufacture  of  Diesel 
vessels;  and  the  question  of  the  size  of  appropriations  to  cc 
entire  scheme.  In  this  connection  I  desire  to  nle  before  the  1 
statement  which  is  the  purpose  of  my  wishing  to  appear  bef< 

The  Chairman.  No;  we  will  take  your  testunony.  I  do  n< 
we  care  to  have  statements  put  in  in  writing.  I  understood  t 
brought  to  the  attention  of  the  committee  the  purpose  of  des 
be  heard,  at  New  York,  recently,  when  you  were  asked  ab 
matter.  Is  this  statement  which  you  ask  leave  to  submit  ale 
line  ? 
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dr.  Denman.  It  is  a  condensed  statement  of  the  Diesel  motor  ship 

jiect. 

rtie  Chairman.  And  that  is  what  we  desire  to  inquire  about  as  we 

along. 

iSi.  Denman.  I  desire  to  have  it  considered  as  offered  as  it  has 

vn  released  to  thepress. 

Fhe  Chairman.  We  prefer  to  have  yon  testify.     You  have  said 

%t  you  had  only  about  13  days  after  the  requisitioning  and  com- 

uicleering  powers  were  transferred  by  the  President  to  tlie  board. 

uring  that  period  of  13  days  was  anythinff  done  that  vou  know  of 

set  up  an  accounting  department  of  tlie  board  or  the  Vlcet  (^orpo- 

bion  in  order  to  take  care  of  this  particular  activity  ( 

Mr.  Denman.  That  brings  up  the  whole  question  of  division  of 

«rd  operations.     My  plan  for  the  division  ot  board  operations 

The  Chairman  (interposing).  Well,  1  did  not  know  but  what  you 
nld  say  that  there  was  some  effort  made  to  do  that  or  that  there 
18  not. 

Mr.  Denman.  I  am  going  to  outline  what  we  wanted  to  do  and 
iw  we  shaped  it  and  what  nappened. 

The  Chairman.  Is  this  what  was  done  that  you  are  going  to  tell 
I  about  ? 

Mr.  Denman.  I  am  going  to  tell  you  what  was  done. 
The  Chairman.  All  right. 

Mr.  Denman.  And  I  am  going  to  tell  you  what  was  not  done. 
am  going  to  teU  you  what  was  recommended  and  was  not  adopted, 
^en  I  proposed  to  the  President  the  method  of  division  of  the 
JWers  conferred  on  him  by  the  Congress  in  the  act  of  June  15,  1917, 
le  Executive  orders  that  I  outlined  and  suggested  made  a  com- 
ete  division  between  the  operation  of  ships  as  commercial  agents 
id  the  construction  of  shins;  and  the  Executive  order  that  was  sent 
us  by  the  President,  following  the  outline  that  I  had  submitted 
him,  divided  the  functions  of  me  Shipping  Board  into  two,  (1)  the 
Ustruction  of  ships,  and  (2)  the  operation  of  ships.  The  manufac- 
re  or  conatruction  of  ships  was  to  be  in  the  Emergency  Fleet  Cor- 

ration 

The  Chairman  (interposing).  Pardon  me,  but  was  that  possibly  in 
Dtemplation  when  the  title  '^Emergency  Fleet  Corporation"  was 
lOpted  ? 

Mir.  Denman.  I  put  the  word  ''emergency"  into  that  title  to  indi« 
te  the  emergency  character  of  oil-fuel  steam  engines  and  wooden 
Us.  One  01  them  was  obsolete;  that  is,  wooden  hulls  were  obso- 
r6  as  a  commercial  type  when  we  adopted  them.  The  oil-burning 
lain  engine  had  its  oosolescence  already  forecast  by  the  leading 
ipping  men  of  the  world,  including  Admiral  Lord  Fisher.  The 
rpose  of  the  Emergency  Fleet  Corporation  was  to  build  ships.  At 
it  time  there  were  no  powers  delegated  to  us  to  enter  into  general 
pping  operations  or  to  control  maritime  tonnage.  Now,  to  come 
dc  to  this  Executive  order,  Mr.  Chairman,  because  the  separate 
rolution  of  power  was  expressed  in  the  order — the  construction  of 
ps  was  to  be  in  the  Emergency  Fleet  Corporation,  and  the  opera- 
n  of  ships  was  to  be  in  any  one  of  the  tnree  following  agencies: 

llie  Snipjping  Board,  (2)  the  Emergency  Fleet  Corporation,  or 

in  any  other  corporation  to  be  formed  by  us. 
rhe  Chairman.  By  the  word  '*us''  you  mean  to  be  formed  by  the 

GUXl? 
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Mr.  Denmax.  Yos.  The  purpose  of  mentioning  the  Emei^gemt 
Vloot  as  one  of  the  places  where  the  operating  power  might  beexir- 
cis(Ml  was  this:  We  wanted  a  separate  corporation  for  opcrationi^ 
hut  there  is  a  certain  portion  of  operation,  ni  taking  the  hulls  froa 
the  point  wliere  they  are  constructed  to  the  place  w^ere  the  enginei 
are  instaHed,  in  which  cai-goes  are  often  carried  in  the  hulls,  sothit 
there  nii<^lit  be  a  minute  ])ortion  of  operation  in  the  constructing  end 
But  our  plan,  and  the  plan  I  outlined  to  Mr.  Hurley,  was  to  confiw 
th(»  Kmc^i-gtmcy  Fleet  Corporation  to  the  building  of  ships  and  toi 
new  corj>onition  the  operation  of  ships.  My  reason  for  wanting i 
corporation  for  the  operation  of  ships  was  that  we  could  create! 
corporation  that,  as  I  believed,  was  of  a  private  as  distinguished fr« 
a  ^rovernniental  character.  In  handling  business  on  the  seas  toi 
hav(^  got  to  have  the  kind  of  direct  executive  efficiency  that  Ihst 
found  can  not  be  gotten  bv  governmental  action.  If  my  plan  hid 
been  carried  out  we. would  have  had  two  corporations,  (1)  tneEmtf- 
gency  Fl(»et  Corporation  for  the  manufactute  of  these  emergencj 
ships  and  (2)  some  othcn*  corporation  for  the  business  operation « 
ships  and  transportation. 

Now,  wlu»n  1  sat  down  with  Mr.  Hurley — after  I  resided— the 
first  thing  I  did  was  to  give  him,  or  to  outline  to  him,  a  project  for 
dividing  the  two  functions  of  the  b(mrd,  and  pointed  out  to  hiinthit 
the  K\(Mutiv<»  ordor  contemplated  a  division  of  the  functions, and 
[  thought  I  had  a  comj)lete  understanding  Avith  him  as  to  the  ad- 
visability of  following  that  course.  Unfortunately,  it  was  not  done. 
The  operating  funds  and  the  shipbuihlin^  funds  were  commingled, 
and  gn^at  and  extraordinary  accounting  difficulties  arose,  so  much  9D 
that  when  Mr.  Kosseter  came  on  here,  instead  of  haA-inghis  energiw" 
free  for  a  real  constructive  pro-am  of  operations  he  was  very  largely 
occupied  in  untangling  the  shipping  accounts. 

The  Chaiiimvx.  That  is  something,  of  course,  that  you  have  no 
direct  knowU'dgc*  of^ 

Mr.  Di:nman.  No:  except  the  knowle<lge  of  the  shipping  worid. 
Kv(»rv  juan  who  has  any  contact  with  a  shipping  company  know 
that  the  auditing  of  shipping  accounts,  for  a  long  tmie  after  1  left  the 
Shipping  Board,  was  almost  nonexistent.  I  am  speaking  now  of  the 
operaring  accounts. 

The  ruAiKMAN.  What  experience  had  you  had  in  shipping,  eiiherin 
building  or  in  operating  or  supervising,  prior  to  your  appointment  on 
the  board  ( 

Mr.  Dknman.  Oh.  I  have  been  connected  with  maritime  mattes 
since  1S<)8.  Th(»  first  case  1  had  took  me  down  the  Pacific  coast  to 
(Vntral  America  to  g(»t  the  property  of  Madame  Barrios,  the  propenr 
of  thi)  widow  of  the  nnu'dered  president.  In  the  course  of  the  pro- 
ceedings with  President  Cal)rero,  I  received  considerable  assistance 
from  tlie  Pacific  Mail  Steamship  Route,  which  was  influential  in 
Guatemala  at  that  time. 

Th(»  Chairman.  You  were  counsel  for  her? 

Mr.  Dkxmav.  Yes.  sir.  Wliile  I  was  counsel  for  her  I  established 
friendships  with  the  leaders  of  the  Pacific  Mail  Steamship  Co.,  Mr. 
Si^hwerin,  Mr.  Fry.  and  others,  and  I  have  boon  at  some  times  attornev 
for  the  Pacific  Mail  and  at  many  other  times  ajgainst  them,  and  throu^ 
them  I  have  had  familiarity  with  many  shipping  matters.  I  have 
supervised  contracts  for  the  building  of  slii|)s.     I  was  attorney  for  one 
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Mr.  Denman.  Wc  had  no  idea  we  were  going  to  resign  then,neitl 
of  us.  I  asked  Gen.  Goethals  would  he  put  out  a  statement,  whi 
he  did,  and  I  have  it  here. 

The  Chairman.  Just  beiore  vou  allude  to  that,  I  do  not  qn 
understand  what  you  mean.  Vou  say  that  you  had  no  idea  tl 
you  were  gohig  to  resign  at  that  last  meeting? 

Mr.  Denman.  Yes,  sir;  that  was  my  statement. 

The  Chairman.  Do  you  mean  to  say  that  when  this  meetings 
held  you  had  no  idea  it  would  be  your  last  meeting? 

Mr.  Denman.  I  had  not  the  faintest  idea  in  the  world  that  iti 

The  Chairman.  This  meeting  was  held  while  this  allied  woo 
shi])  controversy  was  raging,  was  it  not? 

Mr.  Denman.  Yes;  but  the  real  controversy  was  over  Ho^Ish 
I  will  read  you  the  record  of  a  statement  on  wooden  ships  signe<i 
Gen.  Goethals  and  published  in  The  Sunset  Magazme — ^but  he 
not  write  the  first  paragraph;  it  is  not  his  style: 

Oil  the  building  of  ships  to  carry  the  sinews  of  war  may  rest  thehopeofdemoc 
Activities  on  the  Pacific  coast  have  not  been  confined  to  a  particular  claaB  of  ve 
They  are  constructing  ships  of  both  steel  and  wood;  large  steel  caigo  ships,  wc 
ships  complete,  and  wooden  hulls,  for  which  the  machinery  will  be  furnished  b 
Emergnecy  Fleet  Corporation .  The  ready  response  of  the  Pacific  coast  to  the  com 
emergency  has  been  very  impressive.  The  people  of  that  section  have  seemed 
fully  alive  to  the  situation  since  the  Government  undertook  this  shipbuilding  pro 
Notwithstanding  the  contracts  which  have  been  awarded,  many  additiional 
must  be  constructed,  and  I  confidently  expect  that  the  Pacific  coast  wiU  do  it 
share.  We  must  have  all  the  ships  it  is  possible  to  secure,  both  wood  and  ste 
contracts  satisfactory  to  the  interest  of  the  Government  and  fair  to  the  contnct^ 

Georqe  W.  Goetha 

Now,  his  other  statement  at  this  last  meeting,  on  wooden  shi] 
as  folkm's 

The  Chairman  (interposing).  What  is  the  date? 

Mr.  Denman.  This  is  on  July  18  and  19,  1917.  It  is  from 
minutes  of  a  special  meeting  ot  the  United  States  Shipping  B< 
pages  276-277 : 

As  an  emergency  measure  wooden  construction  assisted  in  the  program  for  ta 
so  that  the  idea  that  I  always  had  was  to  go  to  the  production  of  both  steel  and  w 
ships.  I  know  that  1  have  been  misquoted  as  saying  I  was  against  wooden  toi 
but  there  is  no  basis  for  that,  and  my  actions  so  tar  in  the  making  of  contnctf 
fully  demonstrated  this. 

The  conference  continued  to  the  next  day,  when  he  added: 

As  I  said  on  yesterday,  I  have  not  been  opposed  to  the  wooden  ships  as  I  have 
reported.     I  never  made  that  statement.    I  advocated  the  use  of  steel  and 
going  to  as  much  of  both  as  we  could  get.    That  has  been  my  position  all  along 

Then  I  said : 

The  Chairman.  I  know  the  impression  created  in  the  minds  of  men  who  we 
was  that  you  did  not  want  to  buila  them? 

Gen.  Goethals.  I  am  sorry  that  impression  was  created.  I  do  not  kno)i 
it  got  out. 

The  ( 'HAiRMAN.  I  tliink  from  your  speech  in  New  York. 

Gen.  Goethals.  Unfortunately  the  speech  was  not  correctly  quoted  or  w« 
quoted. 

Following  that  he  put  out  the  statement  I  have  just  read,  ^ 
appeared  in  the  Sunset  Magazine,  after  we  had  resigned. 

Mr.  (\)xnally.  You  put  into  the  record  a  moment  ago  that 
Goethals  did  not  write  the  first  paragraph  of  that  statement, 
vou  mean  it  ? 
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JT.  Denman.  I  say  it  was  not  his  style,  but  he  adopted  it. 

J.  CJoNNALLT.  Didn't  vou  sav  he  did  not  write  it,  and  that  it 

not  his  style  ? 

tr.  Denman    It  was  not  his  style. 

[r.  Connally.  I  think  you  ought  to  change  your  statement  in 
record,  because  I  understood  you  to  say  that  he  did  not  write  it 

added  because  it  was  not  his  style.  I  think  it  would  be  a  little 
air  to  put  into  the  record  a  statement  as  coming  from  a  man  and 
D  say  it  was  not  his  style. 

fr.  Denman.  Well,  the  composition  was  not  his  st3rle.  It  was  a 
id  appeal  and  contrary  to  and  unlike  his  nature,  which  is  to  get  a 
ag  done  without  any  unnecessary  verbiage.  I  was  attempting  to 
J  Gen.  Goethals  from  the  charge  of  journalistic  construction, 
ich  I  think  has  been  one  of  the  features  that  some  of  the  war  in- 
umentalities  suffered  from. 

llr.  Connally.  It  occurred  to  me  that  you  quoted  it  with  approval 
to  a  part  of  the  statement  and  then  said  a  part  was  not  his. 
Ifr.  Denman.  Well,  I  refer  to  the  part  as  to  wooden  ships. 
Mfr.  Connally.  I  do  not  think  it  fair  to  take  the  part  of  a  state- 
(nt  that  is  favorable  and  then  deny  the  rest. 

lir.  Denman.  I  do  not  want  to  be  unfair  to  Gen.  Goethals.  The 
blichas  treated  him  unfairly  enough  in  connection  with  this  matter, 
d  I  shall  not  add  to  it.  His  accomplishments  were  great,  but 
By  were  not  in  the  nature  of  journalistic  shipbuilding ;  they  were  in 
B  nature  of  actual  production  of  ships. 

The  Chairman.  You  say  that  in  40  days  Gen.  Goethals  let  large 
imbers  of  contracts  for  both  wood  and  steel  ships  ? 
Mr.  Denman.  Yes. 

The  Chairman.  Do  you  know  how  large  a  portion  of  those  contracts 
ia  completed  within  the  time  fixed  in  the  contracts  ? 
Mr.  Denman.  I  cannot  tell  you  as  to  that,  but  I  should  be  able  to 
t  it  for  you  if  you  would  like  to  have  it.  But  I  desire  to  say  thi^, 
at  both  in  regard  to  the  Hog  Island  scheme  and  the  wooden  and 
3el  tonnage,  Gen.  Goethals  did  not  have  the  carrying  out  of  his 
in,  either  for  wooden  ships  or  his  plan  for  Hog  Island,  and  if  there 
re  deficiencies  in  the  ultimate  output  they  cannotbe  attributable 
him — except  insofar  as  the  original  scheme  may  have  been  the 
jse  of  it. 

The  Chairman.  Do  you  recall  whether  or  not  you  had  some  con- 
^versy  with  Gen.  Goethals  or  anj^body  else  with  reference  to  a  con- 
ict  to  be  awarded  to  the  Downey  Shipbuilding  Corporation  ? 
Mr.  Denman.  No;  there  was  no  conflict  over  the  awarding  of  the 
>wney  contract. 

The  Chairman.  Well,  over  its  terms  ? 

Mr.  Denman.  The  Downey  contract  w^as  but  one  of  a  group  of 
ntracts  in  which  the  tentative  basic  price  for  steel  plate  was  placed 
foiu*  and  one-quarter  cents.  I  had  made  some  investigation  of  the 
ice  of  steel  piate,  through  experts,  whose  communications  were 
'nfidential  because  the  steel  manufacturers  as  a  whole  were  seeking 
^ery  much  higher  price  than  I  thought  thev  should  have,  and  a  much 
jher  price  that  tney  ultimately  received — and  from  an  examina- 
>il  of  these  sheets  furnished  by  these  experts  I  concluded  that  the 
oper  price  for  steel  plates  was  somewhere  between  two  and  one- 
u  cents  and  three  cents  for  American  construction  in  the  Govem- 
snt  pro-ams  for  the  Army  and  the  Navy  and  iVie  SVv\p^\xv^^o«:t4.. 


3180  SHIPPING  BOABD  OPERATIONS. 

Gen.  Goethals  had  had  a  conference  with  Mr.  Farrell,  of  the 
Corporation,  early  in  May  or  late  in  April,  and  as  the  result  of 
conierence  the  price  of  steel  plate  was  tentatively  fixed  at  A\  < 
I  acquiesced  in  that  price  at  that  time.     This  information  I  obt 
from  those  experts  came  after  I  accepted  Gen.  Goethals's  t€n 
price  of  4\  cents.     I  later  thought  we  both  were  going  too  hi^ 
decided  that  I  would  urge  a  lower  price.     I  understood  that  Ee 
I  were  in  accord  on  the  lower  price.     Later  we  had  a  meeting 
the  shipbuilders,  not  the  steel  manufacturers  but  the  shipbui 
in  the  first  week  in  June,  and  the  question  was  put  to  him  as  to 
basic  price  for  steel  plate,  and  he  said  it  would  be  4{  cents.   Sh< 
afterwards  several  contracts,  includhig  the  Downey  contract, 

S resented  with  the  price  of  4^  cents,  the  tentative  price,  in 
[ow,  as  to  this  Downey  contract,  I  requested  that  the  price 
changed  to  2^  cents,  wKich  the   general  did  immediately.    So 
Downey  contract  was  signed  with  the  amount  changea  from 
cents  to  2i  cents.     But  this  was  not  the  Downey  contract  al 
which  the  dispute  arose  as  to  Mr.  Boiling's  participancy  in  it; 
was  a  contract  of  the  following  spring  for  the  construction  of  tuga. 
I  have  never  heard  of  any  controversy  over  the  first  Downey  con- 
tract that  involved  the  Downeys.     Now,  the  basic  price  for  sted 
plate  was  sometliing  that  did  not  concern  the  Downeys  or  the  p»- 
ties  to  the  contract,  because  it  was  provided  in  the  contract  thit  J 
the  steel   plate  cost   mdre  we  absorbed   the  increased  cost,  and  if 
it  cost  less  we  got  the  benefit  thereof.     The  point  that  I  made  wi4 
Gen.  Goethals  was  that  4J  cents  appearing  as  the  tentative  bai 
was  a  very  bad  bargaining  point  for  us  when  we  sat  down  with  in 
steel  manufacturers. 

Mr.  Gary  later  offered  me  all  the  plate  we  needed  at  3  cents  i 
pound. 

The  Chairman.  Does  that  appear  to  be  a  photostat  of  yoursigni- 
ture,  Mr.  Denman  [showing  to  Mr.  Denman  the  photostat  of  soiM 
paper]  ? 

ilr.  Denman.    Yes,  sir;  that  is  mine. 

The  Chairman.  You  do  not  know  why  the  date  of  this  contiart 
was  changed  from  the  3d  of  June  to  the  3d  of  July,  do  you,  unleeB 
it  wius  a  typographical  error — it  was  the  first  Downey  contract. 

Mr.  Denman.  I  can  not  recall,  Mr.  Chairman. 

The  Chairman.  Did  you,  while  you  were  chairman  of  the  board, 
make  any  contracts  for  Diesel  engines? 

Mr.  Denman.  The  Diesel  project  I  brought  to  the  board  as  my 
contribution  to  the  commercial  future  of  the  American  merchirt 
marine.  The  Diesel  motor  ship  has  been  used  on  the  seas  fro* 
1904,   very  largely  in  the  Baltic  and  Black  Sea  trades,  and — 

The  Chairman  (interposing).  Perhaps  you  can  answer  this  qufr 
tioii :  Did  you  make  any  contracts  for  the  Diesel  engine  while  y<Jtt 
were  chairman  of  the  board;  and  then  we  will  ask  you  with  refer- 
ence to  the  matter  over  there  ? 

Mr.  Denman.  I  jprocured  a  plant,  the  license  for  the  Burmeisttf 
and  Wain  Diesel,  the  standard  Diesels  of  the  world  then,  and  wluck 
since  have  been  adopted  by  Lord  Perry  and  others  for  use  in  Diesel 
manufacturing  plants  in  Great  Britain 

The  Chairman  (interposing).  Can^t  you  tell  us  whether  you  made 
any  contracts  for  Diesel  engine  ships? 
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4r.  Dbnman.  Oh,  yes.  We(Ud  not  get  further  than  the  presenta- 
a.  of  the  contract  for  our  signature;  it  was  not  signea  by  the 
urd. 

Che  Chaibman.  .  Will  you  give  us  the  reason  why  the  contract 
B  not  signed  ? 

Mfr.  Denman.  Because  were  were  debating  as  to  whether  or  not 
would  accept  the  contract  or  would  commandeer  the  plant  and 
&  the  plant  as  a  national  project.    That  was  to  be  settled  on 
hr  24,  the  date  that  we  both  resigned. 

Hie  Chairman.  Before  I  ask  you  with  reference  to  this  Diesel 
^position,  when  first  did  you  know  that  you  were  to  resign  ? 
■fc.  Denman.  On  the  24th  of  July,  1917. 
The  Chairman.  And  who  asked  you  to  resign  ? 
"Mr.  Denman.  It  was  contained  in  a  communication  from  Mr.  Wilson. 
The  Chairman.  Presidwit  Wilson  ? 
]Mx.  Denman.  Yes. 

The  Chairman.  While  you  were  on  the  board  did  your  board  have 
Large  of  reconditioning  some  of  the  former  German  ships  ? 
Mr.  Denman.  Quite  a  number. 

The  Chairman.  And  had  any  of  them  been  transferred  to  the 
•vy  prior  to  your  resignation  f 

Mr.  Denman.  Yes;  a  great  many  were  transferred  to  the  Navy 
1  soon  as  formal  seizure  was  made.  '  That  is,  those  ships  that  were 
Mgo  carrying  ships;  that  tvpe  we  kept — and  some  were  of  the  pas- 
snger  carrying  type — and  1  think  in  the  month  of  May  some  of  the 
itter  went  over  and  some  in  the  month  of  Jime.  You  will  remember 
lat  the  German  ships  were  injured  as  to  their  engines  by  their  engi- 
Bers;  and  the  Austrian  ships  also,  but  not  so  baol}^. 
The  Chairman.  Were  there  any  ships  upon  which  the  Shipping 
oard  was  at  work  reconditioning  which  were  transferred  to  the 
avy  Department  or  the  War  Department  while  you  were  the  chair- 
an  of  the  board  ? 

Mr.  Denman.  I  think  the  work  of  reconditioning  of  some  of  these 
liOsenger  ships  had  started.     Whether  we  began  the  organization 
r  the  reconditioning  of  those  ships — and  I  can  no  doubt  give  you 
le  date  here  [looking  among  his  papers] — no;  I  have  not  the  date, 
It  it  was  just  after  we  declared  war,  in  the  month  of  April,  1917, 
lat  we  appointed  a  committee  in  New  York  for  the  purpose  of  under- 
Jdng  the  repair  of  these  vessels  and  their  operation — and  we  had 
Jarly  all  the  repair  facilities  on  the  Atlantic  coast  tied  up  and  en- 
iced  in  their  reconditioning  by  the  1st  of  May  or  thereabouts,  long 
More  the  actual  allocation  was  made  to  the  Shipping  Board.     You 
ill  remember  that  in  those  days  we  were  doing  things  regardless  of 
ithority.     When  I  got  above  $100,000,000  in  contracts  that  I  had 
i^ally  signed  1  felt  safe;  and  Mr.  Hoover,  just  after  that,  got  up  to 
rer  $50,000,000,  and  both  of  us  congratulated  ourselves  that  we 
ere  beyond  the  point  of  suit,  as  neither  of  us  could  meet  judgment. 
The  Chairman.  Now,  then,  rctiu-ning  to  the  matter  of  the  Diesel 
igine:  Were  there  any  plants  in  the  United  States  manufacturmg 
iesel  engines  ? 
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Mr.  Denman.  Tlie   following  plants  were  manufacturing  Diesel; 

engines : 

J.  Norill>erg  Manufacturing  Co.,  Milwaukee,  Wis. 

2.  Mcintosh  &  Seymour,  Auburn,  N.  Y. 

3.  Skordie-Pacific  Oil  Knt^ine  Co.,  San  Francisco,  Calif. 

4.  Dow  Pump  &  Diesel  Works,  Alamo<la.  Calif. 
f).  Worthinj2:ton  &  Holly  Works,  Buffalo,  N.  Y. 
(i.  Fulton  Iron  Works,  St.  TiOuis,  Mo. 
7.  James  Craip:  Diesel  Works,  Jersey  City,  N.  J. 
fi.  Midwest  Engine  Works,  Indianapolis,  Ind. 

10.  Winton  F^nji^ine  Works,  Cleveland,  Ohio. 

11.  New  London  Ship  &  Engine  Co.,  Groton,  Conn. 

12.  Hurch  Sulzer  Diesel  Works,  St.  Tx>uis,  Mo. 

Tho  last  two  were  manufacturing  for  the  Navy.     You  will  recdl  j 
that  th(i  Xa\7'  made  very  large  use  of  Diesels  before  anybody  ebe 
(lid  in  this  country. 

Now.  those  compani(»s  were  manufacturing  land  Diesels,  and  soma 
small  marine  Diesels,  but  the  standard  Diesel  license  at  that  tiiM 
was  not  b(Mng  utilized  in  the  United  States.  All  of  these  factories 
could  liavc^  manufactured  standard  Diesels  of  the  tj'pe  used  in  tha 
Danisli  Kast  Asiatic  fk^et  for  many  yeraa  before  I  w^ent  on  the  Ship- 
ping Board. 

Tlie  Chaiuman.  Had  the  manufacture  of  Diesel  engines  at  the  tima 
you  were  chairman  of  the  Shipping  Board  progressed  beyond  the  ex- 
perimental stage  ? 

Mr.  Dknman.  I  hand  you,  sir,  a  photograph  of  21  ocean-going 
Wiesel  ships,  then  sailing  the  seas,  and  of  tonnage  running  from  6,500 
tons  dead  w(Mg]it  to  10,000  tons  deadweight.  Tliis  is  a  single  fleet» 
the  output  of  a  singU^  yard.  Nearly  all  these  ships  were  operated  br 
the  Danisli  East  Asiatic  Co.,  which  sailed  from  Copenhagan  throufji 
tlie  Mediterranean  to  the  East  Indies,  up  the  China  coast,  across  to 
San  P'ran(?isc(),  and  around  through  Magellan,  and  then  to  Europe. 
Many  of  tlies(»  vessels  were  for  over  a  year  at  sea  and  no  engma 
troul)l(*s  (levt>loped  that  at  any  time  interferrod  with  tbeir  operation. 
They  consumed  about  oncvthird  the  amount  of  fuel  that  our  oil- 
burning  turbine  engines  consume;  and  because  they  have  no  boilers 
and  no  condensei*s,  and  because  they  only  have  to  carry  one-third  of 
the  amount  of  fuel,  which  is  carried  in  their  ballast  tank,  they  havean 
increjise  of  12  per  cent  in  cargo  capacity  over  the  ordinary  conunercial 
ty])es  of  tramp  steam  vessels.  It  was  this  denomstration,  these  ye«iB 
of  us(5  of  th(>se  vessels,  that  had  satisfied  every  man  who  knew  the 
world  game  of  shipoiii<j:  that  these  were  the  only  type  to  be  usedbvi 
nation  having  a  fu(M  oil  supply,  long  voyage  commerce,  and  bulkcitf- 
goes  to  be  carries. 

The  Chairman.  How  many  contracts  had  you  made  and  thatvou 
had  not  signed;  or,  for  how  many  ships,  as  nearly  as  you  can  recall. 

Mr.  Denman.  My  recollection' is  that  I  had  signed  for  as  many  as 
over  100  ships,  and  that  on  my  desk  were,  awaiting  my  signature  vhen 
I  resigned,  or  when  I  received  the  suggestion  oi  my  retirement, 
some  70  or  SO  ships  more.     These  figures  are  approximate. 

The  Cii Ai  uman .  All  of  those  to  be  with  Diesel  engines  ? 

Mr.  Dknman.  Oh  no;  I  am  referring  now  to  au  ships.  I  thought 
you  meant  contracts  generallv  for  ships. 

The  Chairman.  No;  1  asked  you  how  many  contracts  you  had 
signed  for  Diesel  engines ;  or,  how  many  ships  had  you  negotiated  con- 
tracts for  that  were  to  bv>  e(\\iv\>p^A  V\\Xi\^\^^V^w^ue8, 
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ifr.  Denman.  The  project  which  we  had  was  primarily  for  the 

■kniifacture  of  engines;  to  get  estabilshed  in  this  country 

The  Chaerman  (interposing).  For  how  many? 
Mr.  Denman.  They  were  to  turn  out  in  the  Cramps  organization  24 
fesel  motor  ships  of  9,600  tons  deadweight  capacity,  with  a  gain  of 
per  cent  over  the  other  tjrpes.  That  is  to  say,  they  would  have 
an  12  per  cent  over  the  9,600  deadweight  capacity,  ancl  of  11.6  knots 
led  on  trial  trip.  Now,  this  limitation  of  24  ships  was  a  limitation 
ihe  yard's  capacity,  of  theCramps  yard,  and  contemplated  two  years' 
istruction.  The  engines  and  the  engine  plant  could  be  tremen- 
isly  expanded,  from  the  license  used  m  other  Diesel  enrine  plants, 
ich  I  have  described  here,  and  a  vast  fleet  of  them  coula  have  been 

Kared  for. 
le  Diesel  engine  consists  of  some  four  to  six  units  arranged  along 
iliaft  in  very  much  the  same  way  as  the  cylinders  are  arranged  in 
automobile.  The  consumption  of  oil,  however,  or  rather  the 
nung  of  oil,  is  entirely  different  from  that  in  the  case  of  the  auto- 
Mle,  as  it  is  not  by  explosion  in  the  cylinders  of  gas  as  in  the  case 
the  automobile  but  consumption  or  burning  of  oil  in  the  cylinders 
the  Diesel  engine.  These  six  units  would  be  smaller  in  size  and 
ire  smaller  parts,  but  of  similar  power  to  steam  reciprocating 
gines,  and  the  multiplication  of  parts  by  the  process  we  Americans 
e  famiiliar  with  would  have  enabled  us  to  turn  out  very  largo  nura- 
«B  of  Diesels,  probably  as  rapidly  as  we  did  our  steam  engines. 
The  Chairman.  If  I  understand  your  testimony  correctly  it  is 
At  while  these  various  firms  vou  have  enumerated  were  making 
iesel  land  engines  and  small  Diesel  marine  engines,  none  of  them 
id  manufactured  Diesel  engines  of  sufficient  size* and  power  to  be 
stalled  in  these  ocean-going  steamers,  not  until  the  time  that  you 
id  laid  out  this  program. 

Mr.  Denman.  Tiiey  had  built  many  engines  of  size  and  power,  but 
wy  were  not  marine  engines.     In  other  words,  they  were  equipped 

>  build  marine  engines  provided  licenses  and  drawings  were  furnisned 

>  them. 

The  Chairman.  Was  there  a  single  steamship  company  operating, 
United  States  corporation,  an  American  steamship  company,  that 
ul  any  ship  constructed  in  which  had  been  placed  tne  Diesel  engine, 
the  time  you  were  chairman  of  the  board  ? 

Mr.  Denman.  The  United  Fruit  Co.  I  believe  had  a  Diesel 
gine  ship,  but  you  will  reniember  that  our  American  merchant 
irine  was  not  particularly  prosperous  up  to  the  war,  and  that 
rinff  the  earlier  years  of  the  European  war  there  was  very  little 
mulation  of  it. 

The  Chairman.  Do  you  mean  prior  to  the  war  in  1914  ? 
Mr.  Denman.  Yes,  sir. 

The  Chairman.  But  were  there  lines  operating  ships  in  which 
re  Diesel  engines  that  visited  American  ports? 
Mr.  Denman.  Yes;  the  Danish  East  Asiatic  Co.,  the  Swedish  East 
iatic  Co.,  Fred.  Olsen's  line,  and  others.  The  first  Diesel  to 
me  into  the  port  of  San  Francisco  was  the  iSiam,  a  10-000- 
mer,  which  arrived  there  in  the  year  1913.  I  remember  that  the 
liire  water-front  group,  the  shipping  group,  went  down  and  visited 
•.     There  had  been  a  number  built  before  ner.     She  made  a  voyage 
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around  the  world,  and  I  think  ono  or  two  voyages,  with  thisconsi 
tion  of  oil  I  have  describod. 

Anion^  tho  ships  coming  in,  of  the  fleet  that  I  represented. 
Flt»ot,  tliere  was  a  0,600-ton  Diesel  engine  ship,  the  George  Fodlii 
ion,  whieli  I,  as   his  broker  or  agent,  chartered  to  the  Nav)' in 
fall  of  1916.     She  carried  coals  from  the  Delaw^are  Capt*s  to  the 
Francisco  Bav,  and  made  the  voyage  w^ith  her  usual  economy 
eflicicncy.     Tlie  Gtonie  W(uhm<jton  was  one  of  the  later  built  vesstfcj 
before  1  went  on  the  board,  but  the  designs  w^ere  ven*  little  diff« 
from  the  Sdand'tn,  which  w-as  of  the  first  group  built  in  1912.. 
started  on  her  first  trip  in  Februarv',  1912.     The  George  Washii 
was  afterwards  chartered  by  the  Sliipping  Board,  in  tlie  fall  of  1911, 
and   the  Shipping  Board  experts  made  a  voyage  on  her.    I  hii 
seen  their  report.     In  evers'  respect  it  -confirnis  the  statements 
have  made  here  con(!erning  the  eflicicncy  of  these  vessels,  and  thtl] 
was  a  Shipping  Board  vo^^age  and  the  least  expensiv'^e  and  one 
the  most  profl table  voyages  made  bv  any  Shippmg  Board  ship. 

The  Chairman.  Were  there  any  plants  in  tins  countr}'  that  wienl 
sufliciently  w^ell  equipped  to  have  undertaken  the  construction  of 
marine  Diesel  engines  for  these  other  ships  which  were  contracted 
for  as  the  result  of  the  war  emergency,  on  a  large  scale? 

Mr.  Denman.  Yes;  this  list  I  have  given  you,  all  of  them  hate 
been  completed  in  plants  manufacturing  these  lai^e  size  Diesel 
engines,  it  was  a  question  of  design  of  engine  and  of  license  tow 
them;  we  built  and  expanded  a  very  large  number  of  steam  engi» 
plants,  built  new  ones  and  expanded  them,  and  the  parts  to  bemwi* 
in  a  steam-engino  plant  are  very  much  larger  than  the  parts  to  be 
made  in  these  plants.  Tho  metallurgical  defects  in  the  Diesel  whiA 
bothered  the  Diesel  manufacturers  in  1904,  1905,  and  1906,  had  «11 
been  solved.  Our  mechanics,  men  who  turned  out  automobiles  and 
the  Diesel  engines  for  submarines,  our  mechanics  in  this  country  tf» 
as  skilled  in  construction  and  even  more  so  than  mechanics  in  Europe 
It  is  all  hocus  pocus  and  a  defeatist  policy  to  talk  about  thesupffiflf 
ability  of  Danish  and  Swedish  and  other  European  mechanics.  Tlcf 
have  not  come  up  to  us  in  the  matter  of  motor  vehicles  in  any  kindw 
mass  production. 

The  CiiAiKMAN.  Had  any  policy  been  adopted  in  the  Board  prioj 
to  your  resignation  for  the  construction  of  any  larce  number  of 
Diesel  ships,  outside  of  these  24  that  had  been  arranged  for? 

Mr.  Denman.  Outside  of  the  24  arranged  for? 

The  Chairman.  Yes. 

Mr.  Denman.  Yes;  the  policy  of  developing  a  plant  for  the  con- 
struction of  engines  beyond  the  hull  capacity  of  the  Crami>s  yard. 

The  Chairman.  But,  Mr.  Denman,  you  nad  already  signed  con- 
tracts for  some  400  ships,  and  there  were  some  70  or  80  other  con- 
tracts on  your  desk  awaiting  signature. 

Mr.  Denman.  For  70  or  80  ships? 

The  Chairman.  Yes;  contracts  for  70  or  80  ships  on  your  desk 
awaiting  signature  at  the  time  you  resigned.  Those  contemplated 
putting  in  the  steam  marine  engines,  did  they  not? 

Mr.  Denman.  Oh  yes.  We  had  the  plants.  We  had  to  get  tk 
tonnage.  The  sinkings  by  submarines  m  the  months  of  February, 
March,  April  and  May,  in  which  we  developed  our  pro-am,  were  at 
the  rate  of  13,000,000  dead-weight  tons  per  annum.     Sinkings  in  tlw 
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iths  of  May  and  June  would  have  equaled  all  the  wooden  ships 
nxr  "highest  estimate  of  production  in  two  years;  just  two  months 
linking  would  have  equaled  that  production,  and  a  shade  over. 

had  these  large  steam-engine  plants  in  the  country,  and  of  course 

only  thing  to  do  was  to  build  every  steamship  we  could.  The 
a  I  had  was  that  when  we  came  to  expanding  any  then  existing 
am  plants  and  building  new  steam  plants,  that  some  of  this  billion 
lars  we  were  spending  should  go  in  for  these  matured  types  of 
38el  engine — not  that  the  whole  thing  should  be  steam  production, 
3ause  we  could  not  have  gotten  that,  but  that  carefully  we  should 
.ert  in  the  American  fleets  this  type  of  engine. 
The  Chairman.  Do  you  know  of  your  own  knowledge  whether  or 
t  those  contracts  were  signed  bv  vour  successors  ? 
Mr.  Denman.  They  were  not. 

The  Chairman.  Do  you  know  of  your  own  knowledge  whether  any 
iesel-propelled  ships  were  contracted  for  by  the  Shipping  Board 
ter  you  resigned  ? 

Mr.  Denman.  Not  one.  In  all  the  8,000,000  tons  that  we  had 
mtracted  for  there  was  but  one  motor  ship,  which  has  not  yet 
ached  her  trial  trip.  The  engines  in  that  ship  were  procured  from 
onneister  &  Wain,  in  Copenhagan,  and  sent  over  here,  and  they 
aited  here  for  nearly  a  year  before  they  installed  them.  And  the 
Bssel  has  not  yet  been  tried  out.  The  dispute  that  the  fleet  of 
lips — and  three  times  as  many  are  on  the  sea,  with  Burmeister  & 
^ain  engines — the  dispute  that  they  are  talking  about,  that  this  ship 
of  an  experimental  tyi)c,  and  that  they  are  experimenting  with  the 
iesel  engme,  which  for  eight  years  has  been  sailing  the  seas  every- 
iere,  and  for  whose  efficiency  reports  are  available,  the  Danish  East 
aatic  Co.  puts  out  its  statements — and  they  will  give  any  informa- 
m  that  we  want — I  say,  there  seems  to  be  that  dispute,  and  we  are 
Iking  about  experimenting  with  a  Diesel  engine  ship  some  time 
thin  the  next  eight  months,  and  it  is  all  in  the  face  oi  this  experi- 
ce  that  I  tell  you  about. 

The  ChaiiIman.  We  have  had  some  testimony  to  the  effect  that 
me  Diesel  engines  were  being  constructed  in  a  certain  plant,  and 
lich  engines  had  been  tried  out  and  proved  to  be  failures.  Do  you 
low  of  any  such  engines  having  been  made  for  the  Shipping  Board, 

your  own  knowledge  ? 

Mr.  Denman.  Well,  of  my  own  knowledge  it  only  goes  to  points  I 
ive  read  in  the  technical  journals.  No  contracts  have  been  let  for 
iesel  engine  units  of  sufficient  size  to  propel  a  10,000  ton  or  8,000 
n  vessel  at  proper  speed  for  modem  commerce.  Some  small 
igines  were  oraered  to  be  constructed  in  several  plants,  but  none 

them  would  have  been  commercially  available  in  competition  on 
e  sea.  Whether  or  not  they  were  a  success  I  do  not  know.  But  I 
>  know  that  not  a  dollar  of  these  billions  of  dollars  that  have  been 
ent  has  been  spent  for  the  construction  of  a  Diesel  engine  of  suf- 
ient  size  to  drive  any  10,000-ton  ship  at  a  speed  of  10  knots. 
The  Chairman.  Did  you  procure  tnese  licenses  in  your  official 

Kacity  as  chairman  of  the  vShipping  Board  ? 
[r.  Denman.  They  were  procured  through  the  Cramps  who  oper- 
3d  on  an  American  license,  but  they  did  not  have  the  drawings 
at  they  wanted  and  through  Frank  Polk  correspondence  was  taken 

The  Chaibman  (interposing).     Through  whom? 
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Mr.   Dexmax.  Frank  Polk,   Assistant  Secretary  of  State,  ^o^ 
respondence  was  taken  up  with  the  Danes,  and  tfie  equipment 
the  Cramps  people  desired,  or  the  information  they  desired, 
secured. 

Tlie  CiLviRMAX.  Were  thev  in  any  position  to  have  undertakeDtb 
construction  of  these  Diesel  engines  had  the  contract  been  signal 

Mr.  Dkxmax.  Beyond  any  question. 

The  CiiAiRMAX.  Why  didn't  you  sign  the  contract? 

Mr.   Dexmax.  These  contracts  were  presented  to  us  two  dajij 
befon*  our  resignation.     We  w^ere  discussing  w^hether  or  not  we  would^ 
commandeer  the  plant  and  make  it  a  national  scheme,  like  theBaf 
Island  scheme,  and  we  were  considering  whether  we  would  sign  tt 
contracts,  and,  as  I  say,  the  request  for  our  resignations  came  at  thi 
time.     The  first  thing  I  did  w^as  to  take  the  matter  up  ^vith  Mt 
Hurley.     I  told  him  of  these  other  contracts  in  contract  lorra,  ready 
for  signature,  tliat  they  were  in  the  files  of  the  Shipping  Board.  I 
told  liim  of  the  experience  of  tlie  Danish  East  Asiatic  Co.,  and  of  tie 
Norwegian  and  Swedish  fleets,  and  urged  him  to  take  up  the  project^ 
I  then  went  to  New  York,  where  "i  met  Mr.  Fritz  Olsen,  a  son  of  Mi 
Fred.  Olsen,  and  told  him  what  I  was  trying  to  do,  and  hesuc[gestc4 
that  tlie  George  Washington^  a  10,000  tonner,  should  be  put  under 
the  Americtm  flag,  so  that  the  Shipping  Board  could  have  a  direct 
and  practical  trial  with  it,  and  study  its  workings,  if  they  were  not 
satisfied  with  the  innumerable  trip  reports  of  all  these  various  owneis. 
I  rang  up  Washington  to  see  if  I  could  get  hold  of  Mr.  Hurley,  and 
found  he  was  in  Chicago. 

As  1  went  west  I  stopped  off  and  spent  half  a  day  with  him  it 
Chicago,  and  asked  him  to  enter  into  negotiations  with  the  OlsflB 
for  nutting  the  George  Wd^Jdngton  under  the  American  flag.  Thit 
would  have  to  be  a  matter  of  bargaininff  with  them,  because  they 
w^ould  want  to  have  a  certain  number  of  tree  trips,  as  they  werefiw 
when  tlu^y  remained  outside  of  us.  I  wired  Mr.  Hurley  afterwanfc 
about  it,  and  he  wired  back  that  they  were  not  going  ahead  on  it 
I  came  on  again  in  the  following  January,  and  again  urged  him,  and 
he  seemed  to  be  ver^^  much  interested,  but  besides  writing  some 
magazine  articles  we  have  gotten  on  nowhere. 

The  Chairman.  Were  you  the  representative  of  any  firm  or  ship 
operator  prior  to  your  appointment  as  chairman? 

Mr.  Denman.  Oh,  of  a  great  many.     I  had  had  general  maritime 
practic(\ 

The  ( 'iiAiRMAN.  Did  yo  represent  any  Diesel  engine  manufacturer! 

Mr.  Denman.  No;  neither  before  nor  since.  As  a  matter  of  fact, 
I  have  talked  with  no  Diesel  engine  manufacturer  in  the  last  year 
and  a  Jialf  about  Diesels,  have  not  talked  with  one.  I  do  not  have 
m}-  memorandum  here,  but  I  came  on  to  try  some  cases  here  in  the 
east,  and  heard  that  you  were  going  to  call  me,  and  I  have  availed 
mvself  of  the  library-  of  tJie  Motor  Ship,  a  publication  in  New  York. 
I  liad  some  discussion  tlierc  with  some  men  disconnected  from  my 
plant. 

The  ('HAiRMAN.  Did  you  represent  some  steamship  line  thai 
operated  Diesel  enghie  property,  shipping? 

Mr.  Denmax.  Yes,  sir;  I  represented  the  Olsen  line,  and  it  was  ih 
Olsen  people  that  offered  to  put  the   George  WasMngton  under  tb 
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ican  flag,  so  that  the  Shipping  Board  could  have  it  directly 

•  its  inspection. 

)  Chairman.  Was  that  done  ? 

Denman.  It  was  not  done,  but  the  Oeorge  Washington  was 
'red  by  them  as  I  have  described,  late  in  1917. 
s  Chairman.  Did  you  usually  take  two  days  with  contracts 
g  to  you,  to  decide  whether  they  would  be  signed  or  not? 

Denman.  Oh,   it   depended   on   the   questions   involved.     I 

take  a  week.  But  there  was  no  delay  in  the  signing  of  con- 
.     But  if  you  take  a  pile  of  contracts  that  hign  [indicating 

a  foot]  with  the  other  administrative  duties  of  your  office,  it 
ot  be  done  in  the  wink  of  an  eye. 

5  Chairman.  Did  you  inaugurate  any  policy  whereby  this  vast 
er  of  contracts  for  the  construction  of  ships,  steel  shipB  and 
3n  ships  and  certain  specified  classes  of  tonnage,  was  to  be 
ructed  under  a  uniform  form  of  contract,  the  main  conditions 
ich  were  to  be  uniform  in  all  cases;  or  did  you  make  the  best 
in  you  could  with  the  various  contractors  ? 

Denman.  Our  contracts  were  fairly  uniform,  up  to  the  time 
I  left  the  Board.  There  was,  of  course,  a  great  aeal  of  discus- 
is  to  what  was  the  best  type  of  contract  to  be  used.  There 
>een  four  methods  of  making  contracts  usually  with  shipyards 
ince  I  have  been  practicing  law  and  perhaps  for  a  hundrea  years 
5  that:  (1)  There  is  the  pure  lump-sum  contract,  in  which  the 
leted  ship  is  to  be  furnished  for  a  definite  amount,  and  the  risk 
en  bv  tne  manufacturer;  (2)  there  is  the  lump-sum  contract 
variaole  on  certain  items  about  which  there  may  be  doubt; 
:mp-sum  figure  remaining,  but  there  being  added  to  it  or  sub- 
d  from  it  a  certain  amount  as  the  items  oi  cost  may  be  more  or 
'3)  there  is  the  cost  plus  a  fixed  fee  plan.  These  are  all  old 
ing  methods  of  contracting.     In  the  cost  plus  a  fixed  fee  the 

•  pays  the  entire  cost  but  the  contractor  gets  a  fixed  fee,  which 
not  increase  or  decrease  with  the  actual  cost  of  the  vessel, 
hen  there  is  the  pure  cost-plus  plan,  which  was  for  many  years 
)y  the  Navy,  surrounded  by  certain  restrictions  as  to  inspection, 
ch  the  United  States  or  the  other  party  having  a  ship  construct- 
,ys  aU  the  cost  plus  a  percentage  which  is  fixed  on  the  total  cost 

vessel. 

very  early  gave  up  the  idea  of  having  a  lump-sum  contract  pure 
imple,  becausiB  of  the  vicissitudes  of  labor  and  material  facing 
ey  were  so  great  that  nobody  would  take  a  contract  of  that  kind. 
jT  all  contracts  I  signed  were  for  lump  sum  with  variable  allow- 
or  additional  in  the  case  of  material  and  in  the  labor  scale, 
is  method  the  profit  of  the  manufacturer  was  not  increased  by 
creased  cost  of  the  vessel,  so  that  he  would  be  tempted  to  run 
ices  on  us,  but  he  was  protected  vdth  regard  to  certain  items 
which  future  prices  were  doubtful. 
Chairman.  Did  you  sign  any  contracts  for  cost  plus  ? 
Denman.  Not  one.     Thorc  were  some  cost  plus  a  fixed  fee, 
38,  but  I  do  not  recall  whether  I  signed  them  or  not.     Frankly 
I  moment  I  can  not  recall.     But  there  were  no  cost-plus  con- 
by  which  the  contractor  by  increasing  the  cost  of  the  vessel 
increase  the  amount  of  his  compensation. 
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The  Cif.viKMAN.  WoU,  did  you  sign  any  contracts  under  tluMtsl- 
plus  plan,  eitlier  cost  plus  a  fixed  fee  orcost  plus  a  pereentajre,  in  vhick 
the  contractor  was  perniitt<»d  to  charge  a  percontajxe  ujX)!!  tiieitj 
encase  in  materials  or  increase  of  wajres,  both  of  which  were  madebiB' 
the  Shipping  Board  or  P]mer<rency  Fleet  Corporation  ( 

Mr.  J)knmax.  Not  one.  Both  Gen.  Goethalsand  I  were  stronidf 
opposed  to  that  s\'stein. 

The  CiiAiKMAN.  Now,  with  refeivnce  to  the  steel  and  wood  slip 
pnjgram,  What  was  tiie  policy  fixed  by  the  IJoani  while  vou  wpr 
chairman,  Mr.  Denman,  as  to  the  n^lative  number  of  wooif  sliips  to 
be  constructed  as  an  auxiliary,  if  that  is  a  proper  t<?nn,  to  tliosted 
fleet? 

Mr.  Den  MAX.  The  policy  that  was  adopted  was  the  outgrowth  of 
our  (»arly  exix^riences  with  the  manufacturers  and  our  foreign  boati 
when  [  first  came  to  the  board.  Answering  your  question  tiirectlj, 
the  policy  that  w^as  adopted — as  announced  by  me  two  weeks  hdoit 
we  engag(*d  Gen.  Goethals,  and  afterwards  annoimeed  to  the  Coiigreai  I 
in  a  letter  the  board  wrote  on  the  fifth  of  May,  1917 — was  suhstin- 1' 
tially  this:  That  we  should  obtain  legislation  which  would  enable » 
to  shut  down  high  building  construction  and  bridge  construction 
and  all  otluM*  forius  of  nonwar  steel  manufacture,  and  drive  iuto 
munitions  and  ships  all  that  material;  expand  the  steel  plate  ri)lling 
busin<\ss  as  far  as  we  could  go  to  the  building  of  fabricated  ships  in 
several  plants;  and  to  build  as  many  wood  ships  as  we  could  without 
disturl)ing  the  steel  program. 

The  wooden  ship  project  wiis  brought  to  us  by  Mr.  F.  A.  Eusiis, 
a  well-known  yachtsman  and  manufacturing  metallurgist.  He  came 
to  me  in  the  latter  part  of  February,  1917,  and  urged  us  to  buildis 
many  wooden  shij)s  as  we  coidd  on  account  of  the  sinkings  in  the 
north  Atlantic,  then  l)e(!(miing  very  large.  I  knew  about  the  wooden 
ship,  b(H*ause  as  I  say,  I  was  attonie}'  for  a  wooden  ship  plaut.  and 
had  litigated  many  shii>s  of  wood  construction,  and  was  familitf 
with  their  Jiulls,  and  ])articularly  with  that  type  of  lar^  wooden 
steamer  that  was  used  in  the  coast^\^se  trade  on  the  Pacihc.  I  told 
Eustis  that  I  did  not  think  wo  could  get  the  engines  but  I  kneww 
could  build  tlu;  hulls.  ITe  said  there  was  a  loi^  number  of  factorieB 
in  the  Ohio  and  Mississipj)i  Valleys  that  could  build  engines  sizable 
for  these*  wooden  ships. 

I  then  said  L  did  not  believe  we  coidd  persuade  the  Congress  to 
acc(»j)t  such  a  progi'am;  that  iis  the  ships  were  commercially  obsolete 
there  would  be  such  an  outcry  against  them  that  the  Congress  would 
not  go  on  the  venture,     lie  said  to  me  ''Well,  if  you  can  get  bebnd 


to  advocate  the  building  of  wodden  ships  I  think  the  Congress  wouW 
b(^  willin<^  to  accept  iho  project,  alwa>"s  as  a  supplemental  fleet  jj 
steel.''  About  a  week  after  that  Eustice  came  into  me  and  saw 
Gen.  (ioethals  was  in  our  drafting  room.  I  went  in  and  mot  bun- 
During  that  conversation  he  had  on  his  lap  plans  of  those  two  wooden 
ITuir  ships  that  I  have  operated  mvself. 
The  CiFAiUMAX.  The  HulF  tyi)e. " 
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J.  Denman.  Yes,  sir;  the  woodeil  Huff  type  of  ship.  They  were 
Her  than  the  ships  we  afterwards  constructed,  but  they  were 
nger  and  were  successful,  as  were  both  types.  Gen.  Goethals 
,  *  Denman,  this  is  what  you  want  to  do.  Sinkings  are  so  great 
he  Channel  and  in  the  North  Sea  that  you  ought  to  build  as  many 
rou  can."     The  discussion  lasted  some  time,  and  Mr.  White  and 

Brent  and  a  number  of  others  I  recall  were  there.  He  left, 
.  as  he  left  he  said,  *'Now,  anything  I  can  do  to  help  you  otit 
this  I  will  be  glad  to  do."  I  think  what  the  General  had  in  mind 
that  time  was  if  we  wanted  to  call  him  before  a  Congressional 
ninittee  he  would  be  glad  to  offer  his  services.  *But  I  took  it 
mean  that  if  we  wanted  to  call  upon  him  as  constructor  to  assist 
he  would  be  glad  to  do  it. 

jren.  Goethals  was  not  seeking  a  job,  and  I  did  not  have  that  in 
ad,  but  I  offered  him  $50,000  a  year,  or  suggested  that  as  an 
Lount,  and  he  laughed  and  said,  *'No;  I  will  take  my  Army  pay." 
ere  was  never  any  question  of  pay  about  the  General.  He  is  a 
ghty  good  American.  About  ten  days  after  that  I  went  to  New 
wrk  ana  announced  our  steel  major  program  and  described  in  detail 

a  meeting  in  New  York  at  the  Chamber  of  Commerce  our  wooden 
o^am.  This  was  the  day  before  war  was  declared.  The  country 
M  in  a  state  of  hysteria,  and  over  night  the  journalists  of  New  York 
iflt  me  a  bridge  of  wooden  ships  from  New  York  to  Liverpool,  over 
aich  the  victorious  army  of  American  people  and  the  sutlers' 
sigons  were  going  over  to  succor  Europe.  It  was  absurd.  In  those 
ports  there  was  nothing  said  about  our  major  scheme  of  building 
Bel  ships;  but,  fortunately  for  the  record  of  the  thing,  my  speech  was 
ken  down  and  afterwards  published. 

About  a  week  after  that  I  went  to  the  President  and  asked  him  to 
U  General  Goethals  to  assist  us  in  the  building  of  our  war  tonnage. 
id  the  President  did  call  him,  and  General  Goethals  did  come  to  us, 
d  he  did  build  all  the  steel,  or  started,  initiated  the  building  of  all 
a  steel  and  all  the  wooden  ships  that  could  be  built.     Where  the 
itroversy  story  came  out  about  wooden  ships — — 
Fhe  Chairman  (interposing).     Did  I  understand  you  to  say  that 
n.  Goethals  started  the  construction  of  all  the  steel  and  all  the 
^den  ships  that  could  be  built  ? 
Mr.  Dexman.  Started  with  that  plan  in  view,  yes. 
The  Chairman.  But  he  did  not  sisjn  all  the  contracts  that  the 
ipping  Board  awarded  for  ship  construction  ? 

Mr.  Denman.  No.  He  started  with  the  campaign  of  building  all 
>  could,  and  during  his  limited  time  we  signed  all  contracts  for  both 
pes  of  ships,  he  could  get.  We  both  detested  the  idea  of  wooden 
IDS.  We  knew  they  were  obsolete.  Gen.  Goethals — and  I  think  I 
ill  not  hurt  his  feelings  in  saying  it — is  not  a  diplomat,  and  he  ex- 
•essed  his  disgust,  as  I  did  on  many  occasions,  and  certain  of  the 
•iimalists  I  think  received  the  impression  that  his  dislike  for  that 
'^e  of  ship  for  commercial  purposes  was  addressed  to  the  project  of 
iwlding  them  for  the  war  emergency.  As  a  matter  of  fact,  I  was 
ader  the  impression  that  he  had  said  to  various  men  that  he  did  not 
^t  to  bulla  wooden  ships,  and  later,  after  I  left  the  board,  the  ex- 
ftuation  came  out  that  he  had  said  that,  but  that  he  was  referring  to 
e  fact  that  he  did  not  want  to  build  them  with  commercial  use  in 
Bw.     But  from  the  "first  of  June  until  we  left  there  was  never  the 
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slightest  llicker  of  difference  between  Gen.  Goethals  and  myself « 
the  project  of  building  as  many  wooden  ships  as  we  could. 

The  CiuiRMAX.  Did  you  have  any  controversies  with  him  oTHh 
matters  which  may  have  been  the  cause  for  his  resignation? 

Mr.  Denman.  The  real  difficulty  that  arose  between  the  goid 
manager  and  the  board — and  it  was  not  between  Gen.  Goethabdt 
me,  but  between  Gen.  Goethals  and  the  Shipping  Board— arose o* 
of  the  division  of  authority  that  was  made  by  the  President,   hh 
month  of  June  there  was  the  question  in  the  President's  mind  » to 
whether  or  nofe  the  entire  building  program  should  be  given  over  to 
Gen.  Goethals  as  general  manager^  or  wnether  it  should  rest  with  4i 
Fleet  Corporation  -that  is,  with  Gen.  Goethals  as  general  mana^erflr 
any  succci^sor  to  the  general  as  general  manager.    The  PresMkiik 
decided,  in  accordance  with  the  suggestions  of  the  Shipping  Bwri, 
that  the  power  should  rest  in  the  Emergency  Fleet  Corporation  is  i 
corporation  and  not  in  the  general  manager  as  an  individual.  Ga 
Goethals,  despite  this,  assumed  that  as  to  the  responsibility  for  the 
program  of  building  ships  it  was  lipon  him,  and  tno  board  as  direc- 
tors of  the  Emergency  Fleet  Corporation  knew  that  by  tlie  terms  ot 
the  order  they  were  responsible  to  the  Congress,  and  that  they  w(wlil 
have  to  account  for  their  expenditures,  and  also  make  the  applicir 
tions  for  money. 

The  llog  Island  enterprise  was  then  bemg  drawn  together  by  G«i 
Goc^thals  and  the  board  uisisted  that  the  general  take  themattenii 
witli  tluun  and  explain  with  some  outline  that  would  be  comprehoi 
sive,  just  what  the  Hog  Island  project  was,  so  that  we  could  outlin 
to  tii(^  (\)ngross  and  appear  before  your  committees  here  and  get  on 
aj)])ro})riations.  Now,  Gen.  Goethals  did  not  want  to  waste  the  tin 
of  talking  with  us — and  I  can  s}Tnpathize  with  him,  because,  gentl 
men  of  tiie  conmiittee,  board  management  is  not  efficient  for  r»pi 
])usin(^ss,  and  we  were  debatuig  during  the  period  of  a  week  priori 
our  rt^signations  the  ])rovisions  of  the  proposed  Hog  Island  contrac 
That  was  the  disi)ute,  if  you  may  call  it  that,  that  was  the  immedia 
])rece(ling  incident  to  the  rec^uest  for  resignations.  There  was  not 
ing  about  wooden  ships  in  it. 

Fhe  CuAiKMAx.  Did  any  controversy  which  arose  between  y 
and  Gen.  Goethals,  or  between  Gen.  Goethals  and  the  Shipping  Boai 
or  l)(4w(HMi  the  general  manager  of  the  Fleet  Corporation  and  t 
Shipping  Board,  result  in  delay  in  the  awardmg  of  contracts  ornej 
tiations  for  contracts  or  hi  the  beginning  of  the  actual  construcii 
of  shi))s  ( 

Mr.  Denmax.  Not  one.  There  was  no  delay  other  than  the  m( 
arising  from  my  suggestion  as  to  the  cost  or  the  price  of  steel, 
course,  thos(^  things  are  essential  in  the  beginning  of  a  project.  Tb 
were  no  delays  tliat  I  know  of.  He  certainly  did  not  hamper  i 
and  I  am  certain  that  I  did  not  hamper  him.  And  the  matter ' 
practically,  all  of  it,  newspaper  matter. 

The  CuAiiiMAX.  Do  you  recall  having  awarded  a  contract  for 
construction  of  ships  to  the  Sloan  Shipbuilding  Corporation,  or  3< 
concern  of  similar  name,  on  the  Pacmc  coast,  and  the  making  • 
payment  of  $8:U),()()(),  or  some  such  amoxmt,  approximately  thats 
as  an  advance  payment  on  one  check,  for  the  construction  of  s 
in  a  yard  where  there  was  no  way  or  other  plant  equipment  ? 
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rMAN.  I  do  not  know  anythmg  about  that,  Mr.  Chairman, 
ed  entirely  on  the  managerial  side,  although  I  may  have 
Sloan  contract. 

LiRMAN.  Did  you  know  that  it  provided  for  an  advance 
or  that  amoxmt  at  the  time  you  signed  it  ? 
TMAN.  I  know  with  regard  to  stimulating  new  yards,  that 
recommendations  or  arrangements  of  Gen.  Goethals  with- 
?nt.     In  each  case  judgment  had  to  be  made  as  to  whether 
tremendous  need  for  vessels  required  Gen.  Goethals  to  take 
s  to  the  solvency  or  efficiency  of  the  contractor,  and  I  did 
lat  it  was  up  to  me,  on  the  operating  and  planning  end 
le  other  things  I  had,  to  interfere  with  the  decisions  he 
I  had,  the  g;eneral  would  have  had  the  right,  in  my  opin- 
ke  the  criticism  that  has  been  made  from  time  to  time  on 
on  us,  that  we  were  falling  over  one  another. 
lIRHAN.  You  had  to  sign  those  contracts,  didn't  you  ^ 
THAN.  Yes,  sir;  I  did. 

lIRHAN.  When  you  had  a  pile  of  contracts  such  as  you 
a  while  ago,  about  a  foot  high  on  your  desk,  didn't  you 
ef  or  a  summary  of  what  the  contracts  contained? 
FMAN.  No;  they  were  nearly  all  of  uniform  form. 
lIRMAn.  But  this  one  was  not. 

FMAN.  I  do  not  recall  the  terms  of  the  Sloan  contract, 
iderstanding  was  from  the  beginning  that  Gen.  Goethals 
time  of  his  arrival  there  untd  his  departure,  should  be 
1  his  contact  with  the  contractors  and  that  I  was  not  to 
It  was  only  in  the  Question  of  types  and  the  general 
;al  policy  that  the  board  over  him  was  to  participate  in  the 
ig  program. 
JRMAN.  Well,  was  he  to  be  supreme  in  the  location  of  new 

iHAy,  Exactly. 

JRKAN.  And  the  number  of  ships  that  were  to  be  built? 
f&tAN.  WeU,  there  was  no  limit  to  the  number.  It  was 
along  this  line,  as  many  as  they  could  build.  But  you  can 
he  mass  of  contracts  that  were  let,  decisions  had  to  be 
rapidly  and  that  was  his  job. 

IRMAN.  Was  he  to  be  supreme  in  the  number  of  ships  the 
1  were  to  build  ? 
MAN.  He  was. 

IRMAN.  Was  he  to  be  supreme  in  the  matter  of  the  price 
to  receive  ? 
MAN.  He  was,  barring  the  questions  of  such  raw  material 

IRMAN.  Was  he  to  be  supreme  in  the  matter  of  estimates 

1  advances  were  to  be  made  ? 

MAN.  He  was.  ' 

IRMAN.  Was  he  to  be  supreme  in  the  matter  of  the  share 

Government  should  pay  m  the  construction  of  new  yards, 

I  of  shipbuilding  equipment? 

KAN.  He  was. 

IRMAN.  And  all  those  matters  and  many  others  of  similar 

v^ere  to  you,  as  chairman  of  the  board,  matters  of  detail,  I 

er  which  you  exercised  no  supervision. 
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Mr.  Dkn.hax.  Tliat  is  corrort,  nor  could  I  have  done  it. 

The  CiiAiiJMAx.  And  the  onlv  thing  you  did  as  chairman  of  r!te 
})oard  was  to  sij^n  contracts  whenever  they  came  up  bearing  Gw. 
Goetlials'  approval. 

Mr.  Dknmax.  And  to  endeavor  by  a  study  of  them  to  keep  ihe 
contract  and  wliat  was  ^oing  on  in  mind  and  be  in  a  position  todefml 
tlu*  gcMieral  program  wli'en  called  l)efore  the  committees  of  the  Con- 
gr(\ss. 

Tlie  ('FfAiKMAV.  Assuming  that  a  shipbuilding  concern  on  tk 
Pacific  coast  liad  one  yard,  say  at  Ol^Tiipia,  of  limited  capacity,  not 
exceeding  four  wavs;  that  thev  de^sired  to  secure  a  contract  fron 
the  Sliipping  Board  for  the  construction  of  ships,  and  had  in  mind 
estahlisliiiig  a  plant  at  Anacortes,  State  of  Waslungton,  at  whid 
])oint  there  was  no  way  or  yard  or  equipment  or  any  facilities  forbuiU- 
iiig  slii])s  -   - 

Mr.  hi.NMAN  (interposing).  Wood  or  steel  ? 

Tile  CiiAiKMAN.  Either,  l)Ut  these  were  wooden  ships.  Do  m 
know  of  any  reason  why  such  a  concern  should  receive  a  contract 
for  })uil(Iing  sliips  at  their  Olympia  plant  and  also  for  the  establish- 
iniMit  o^  a  phint  at  Anacortes,  and  be  given  a  check  for  some  eight 
lnuKhed  and  odd  thousand  dollars,  with  a  provision  in  the  contract 
that  futun^  paviin^nts  were  to  be  made  when  thev  could  satiirfvthe 
Shipping  lioard  that  they  had  ordered  material  or  created  liabilityf 

Mr.  1)knman.   Well,  I  have 

The  CiiAiiiMAN  (interposing).  .Vssuming  those  facts  to  liavotOTted 
at  the  time  you  sign(»d  this  c(mtract,  I  mean. 

Mr.  1) j:\man.  I  can  ^ive  a  nuinl)er  of  suggt^stions  regarding  that 
situation:  In  the  fii'st  place,  wa^s  the  plant  they  had  coupled  ^^iththe 
material  they  would  buy  with  the  $800,000,  security  for  that 
^^s()(),()()l)  ^  I'do  not  know  that.  vSecond,  w-ere  the  housing  andlabor 
conditions  at  thescH'ond  location  such  a.s  to  make  it  desiraWetohavf 
a  new  plant  establishcul  there. for  the  loggers  and  bridge  builders anJ 
lumhernii^n  of  various  types,  at  the  second  place  that  were  not  at  the 
first,  for  the  <'onvenient  l)uihling  of  ships  there?  I  do  not  know  that. 
I  do  know  this,  that  in  my  logging  operations — and  I  am  logginfl:in 
a  forest  some  eight  l)illion  feet  of  fir — we  scatter  our  operations  tnerc 
so  a^  to  bring  the  chief  operations  of  the  forest  near  villages  and 
town>.  where  we  can  get  our  lal)or  from  the  villages  and  towns  to  do 
the  work.  I  do  not  know  about  the  Anacortes  matter.  I  could  not 
help  you  on  that.  It  jnay  have  been  a  break.  They  were  going 
very  fast. 

The  CnAiitMVN.  Mr.  Dennian.  isn't  it  your  judgment  now  that  a 
good  (leal  of  the  haste  which  Was  shown  in  the  executing  of  con- 
tracts in  th(»s<»  early  days,  with  the  hope  and  expectation  of  securing 
ships  within  a  reasonably  short  time,  was  not  well  founded,  and  that 
unusual  delay  resulted  in  the  delivery  of  shii>s  because  of  the  haste 
in  excciitinir  ccmtracts^ 

Mr.  Dknman.  There  was  that  elenuMit  in  it,  Mr.  Chairman.  But  I 
want  tt>  say  this  about  it:  W(»  were  not  building  anj'  ships  in  tWs 
country,  and  we  had  to  get  the  minds  of  men  riveted  on  the  creation 
of  specific  nlans.  Xow,  until  you  had  hooked  a  man  by  contract, 
had  nailed  liini  down  hy  an  obligation  to  build,  you  did  not  got  any 
constructive  results  in  th(»se  new  building  entities.  Our  scheme  was 
to  hook  as  many  as  we  could;  get  them  nailed  down  and  get  them 
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ig.  Some  would  fail,  but  the  most  of  them  we  hoped  would  suc- 
d.  And  we  contemplated  that  there  would  be  great  waste.  We 
-e  very  glad  that  it  was  not  as  bad  as  it  was  witii  airplanes.  We 
■e  certain  that  by  this  process  we  would  get  men  to  d<o  something 
y  had  never  done  before,  and  that  we  womd,  first,  have  to  overpay 
rm  to  get  them  going;  and,  second,  that  w^  would  have  to  antici- 
56  that  a  number  would  not  be  successful.  Now,  if  I  were  going 
"ough  the  same  thing  again,  and  were  in  charge,  as  I  was  not,  of 
tiding  ships,  I  Would  do  Just  as  Gen.  Goethals  and  Mr.  Schwab  did. 
•.  Schwab,  I  think,  macle  the  greatest  contribution  of  anybody, 
all  of  us,  to  the  shipbuilding  program.  Mr.  wSchwab  is  not  a  detail 
in,  and  he  is  not  a  detail  executive.  But  Mr.  Schwab  would  take 
fellow  and  by  some  almost  mystic  process  that  he  had,  would  take 
fellow  who  wanted  to  build  2  ships  and  nail  him  down  for  10;  and 
'^the  time  the  fellow  had  gotten  out  of  the  office,  and  he  was  signed 
I  for  10,  he  was  getting  his  men,  superintendents  and  organization, 
rthe  buUding  of  10  ships  and  possibly  out  of  it  we  would  get  5. 
The  Chairman.  Possibly  you  would  get  five  what? 
Mr.  Denman.  Five  vessels. 
The  Chairman.  Delivered? 

Mr.  Denman.  Delivered;  yes.  I  mean  to  say  that  we  had  to  take 
lows,  many  of  whom  had  never  built  ships — and  as  I  remember 
3  Skinner  &  Eddy  group,  who  made  such  a  marvelous  success,  had 
ver  been  in  the  shipbuilding  business,  in  a  large  way  at  least, 
id  when  I  say  a  marvelous  success,  I  mean  in  rapid  construction 
tonnage,  ^ou  will  remember  that  they  took  a  sand  spit,  with 
ish  on  it,  and  in  10  months  had  a  trial  trip  of  an  8,000-ton  ship, 
id  that  was  done  on  what  had  been  10  months  before  a  sand  spit. 
The  Chairman.  And  they  took  over  a  yard  next  to  them? 
Mr.  Denman.  Yes,  sir;  and  they. drained  existing  yards  of  work- 
3n,  up  and  down  the  coast. 

The  Chairman.    The  Macey  award  did  not  bother  the  Skinner  & 
idy  contract  very  much  ? 

Mr.  Denman.  Oh,  no.  I  am  not  defending  the  methods  pursued, 
it  what  they  did  was  a  marvelous  accomplishment  in  getting  ships 
it  The  great  trouble  we  had  all  over  the  United  States  was  in 
Ijusting  tfll  these  different  fellows,  their  individual  demands  for 
bor  and  supplies.  But  you  can  not  get  me  to  defend  the  theory, 
hope  for  me  to  defend  the  shipbuilding  program  of  ourselves  or 
ly  of  our  successors  on  the  ground  that  it  was  not  wasteful;  the 
try  -method  involved  the  certainty  that  a  number  of  the  men  we 
>t  would  be  ver;^  wasteful  indeed. 

Mr.  Fos+ER.  Did  you  sign  the  Skinner  &  Eddy  contract  ? 
Mr.  Denman.  I  do  not  recall.     It  was  under  consideration  when 
ivas  there  and  I  think  I  did. 

Mr.  Foster.  Do  you  remember  that  there  was  some  feature  of 
at  contract  providing  that  a  government  auditor  would  not  be 
owed  to  go  in  and  take  charge  there  ? 
Mr.  Denman.  No;  I  do  not  recall  that. 

Mr.  Foster.  Do  you  remember  any  of  the  features  of  that  contract 
all? 
Mr.  Denman.  I  am  not  famihar  with  the  plant  at  all,  except  that 

B  first  ship 

Mr.  Foster  (interposing).     I  mean  the  contract. 
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Mr.  Denman.  I  am  not  familiar  with  the  terms  of  the  coniracltf 
witli  the  plant. 

Mr.  Foster.  Yon  do  not  know  of  an  reason  why  anv  such  feature 
should  have  heen  in  there  i 

Mr.  Denman.  Wliy  an  auditor  should  go  there  and  not  to  otto 
j)hints  ( 

Mr.  Foster.  No;  just  the  other  way,  why  an  auditor  should  not 
be  allowed  to  go  there?     They  are  up  at  Seattle,  aren't  they^ 

Mr.  Denman.  Yes,  sir.  Really  I  can  not  tell  you.  I  presume  it 
it  was  a  break. 

Mr.  Foster.  You  do  not  remember  that  vou  signed  anv  contract 
with  them,  whether  vou  did  or  not? 

Mr.  Denman.  I  do  not  recall.  I  know  that  Skinner  &  Eddy 
were  under  discussion  at  the  time,  and  they  were  building  a  very  larg* 
number  of  ships  when  we  organized  the  board. 

The  Chairman.  You  stated  in  reply  to  my  last  question  that 
waste  (lid  result  from  the  shipbuilding  program. 

Mr.  Denman.  Yes,  sir;  an  enormous  waste. 

The  Chairman.  Do  you  think  that  as  it  has  turned  out  that  the 
particular  contribution  Mr.  Schwab  made,  which  you  have  indicated, 
of  j^ettiiif]:  men  who  wanted  to  build  2  ships  make  a  contract  for 
10  and  who  delivered  5,  and  then  filing  claims  for  the  remaining  5,. 
which  called  for  large  expenditures  of  money,  is  really  a  commend- 
a])le  contribution  to  the  shipbuilding  program. 

Mr.  Denman.  No;  I  did  not  mention  tlie  latter  portion. 

Th(»  Chairman.   But  I  did. 

Mr.  Denman.  We  are  now  talking  about  paying  for  the  dead 
horse. 

Th(»  (^iiAiRMAN.  As  the  result  of  creating  enthusiasm  of  the  builder 
to  tak(»  10  sliips  when  he  was  only  able  to  take  2,  and  bringing  about 
this  result,  do  you  think  that  a  good  thing? 

Mr.  Denman.  Mr.  Schwab  is  the  best  man  to  defend  that  policy. 

The  Chairman.  I  am  not  asking  you  to  defend  it,  but  you  spoteof 
that  as  being  a  contribution  to  this  work. 

Mr.  Denman.  I  am  not  attempting  to  defend  it.  But  you  are  ask-" 
ing  my  opinion,  and  I  want  to  state  what  the  facts  are. 

The  (^iiaikman.  I  wanted  to  get  what  you  thought  of  that. 

Mr.  Denman.  I  want  to  tell  you  what  the  facts  are,  no  matter 
whether  it  hits  me  or  whom  it  strikes.  This  thing  is  sometimes  over- 
looked: The  Army  asked  us  to  prepare  for  a  four-year  war.  You 
know  you  liavc^  to  have^  a  progi'am,  huge  in  general  outline,  and  Secre- 
tary Baker,  and  I  think  it  was.Admiral  Benson  or  Secretarv  Daniels, 
advised  us  that  as  things  looked  in  1917,  even  if  we  might  be  able  to 
shorten  lh(»  war,  that  we  should  make  preparations  on  the  theory  of 
a  four-year  conllict.  Now,  those  deliveries  that  my  administraUon 
would  fiave  been  responsible  for  had  we  carried  out  our  original  con- 
tracts contemplated  about  a  two-and-a-half-year  to  a  three-year  pro- 
gram.    What  Mr.  Schwab  had  in  his  mind  at  this  time  I  do  not  know. 

The  C'liAiKMAN.  What  were  vou  doing,  Mr.  Denman?  You  said 
you  had  no  tim(»  to  e^xamine  those  contracts,  to  examine  what  the 
particular  features  of  them  were;  what  were  you  occupied  with  i 

Mr.  Denman.  I  do  not  think  I  (juite  said  that,  Mr.  Chairman.  I 
said  I  had  to  wait  sometimes  before  I  could  make  an  examination  of 
contracts.     I  attc^mpted  to  go  through  them,  and  there  were  many 
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.hem  identical  except  as  to  minor  provisions  of  price.  I  was  doing 
ny  things.  It  is  very  hard  to  draw  a  picture  of  the  war  activities 
re,  and  a  discussion  of  that  kind  would  involve  the  whole  (question 
board  management,  on  which  I  have  verj^  definite  opinions.  I 
•ee  with  Gen.  Goethals,  though  not  in  the  phraseologj^  used,  that 
axd  management  can  not  successfully  conduct  large  vital  enter- 
ses  where  the  results  must  be  produced  either  in  competition  with 
bional  competitors  or  to  meet  an  emergency  quickly.  And,  as  a 
itter  of  fact,  the  work  that  was  done  by  alf  the  administrators  in 
Ashin^ton  was  very  largely  done  on  their  own  initiative  with  com- 
rativm'  little  board  concurrence  in  the  projects  that  each  under- 
>k.  For  a  period  of  between  four  and  nve  weeks  I  scarcely  ever 
peared  at  the  meetings  of  the  Shipping  Board.  I  arranged  with 
p.  Brent,  vice  chairman,  the  detail  business  of  the  day,  days  filled 
th  little  questions  as  to  whether  or  not  we  would  let  a  tug  go  over 
Canada,  or  a  ship  go  to  Cuba,  or  an  ice  breaker  go  to  the  Wliite 
ta— things  that  had  to  be  done  but  tnat  had  nothing  to  do  with  the 
ndamental  policies  or  with  obtaining  legislation.  And  the  board 
>re  with  my  absence  with  some  degree  of  kindness.  During  that 
me  I  was  mainly  with  the  Congress. 

I  was  also  one  of  three  conferees  that  sat  with  the  British  Commis- 
)n  in  the  harmonization  of  the  administration  of  ships  between  the 
iterallied  Charter  Commission  and  the  Allies.  There  were  mann- 
ings to  be  harmonized  in  Washington,  and  there  were  grave  difii- 
Ities  there  because  of  the  ver}^  strong  and  almost  hysterical  senti- 
ent that  caused  the  British  and  others  to  have  the  idea  that  on 
3ount  of  their  prior  supremacy  in  ships  they  should  be  permitted 
dominate  in  the  administration  of  shipping  affairs  in  Washington. 
td  a  good  argument  could  be  made  on  that  side  of  the  question, 
d  many  gentelmen  seemed  to  favor  it.  The  Cunard  ship  transac- 
n  is  an  excellent  illustration  of  that:  When  I  first  came  to  Wash- 
^ton  I  had  a  discussion  with  Sir  Richard  Crawford.  Sir  Richard 
s  the  minister  of  Great  Britain  in  Washington  while  Spring-Rice 
s  the  ambassador.     The  commission  to  Sir  Richard  was  a  commis- 

II  concerning  ships  and  commerce.  Early  after  my  arrival  here 
old  him  that  we  wanted  to  build,  with  our  $50,000,000,  which  was 
r  first  appropriation  from  the  Congress  before  the  war,  a  number  of 
5el  cargo  ships  at  various  American  yards.  Between  that  con- 
rsation  and  the  third  or  fourth  week  in  April  the  Cunard  Steamship 
'.,  apparently  as  a  private  corporation  but  as  it  turned  out  with  the 
nds  of  the  British  Empire,  placed  orders  for  1,025,000  tons  of  steel 
ips  of  the  type  that  1  desired,  with  American  shipbuilders,  filling 
>  everybody,  the  remaining  stockage  of  the  then  existing  yards. 
One  of  the  reasons  why  the  wooden  ship  matter  came  up  was 
)cause  when  we  attempted  to  obtain  contracts  for  steel  ships  we 
uld  not  get  any  contracts  from  the  American  builders;  they  were 
raid  we  would  be  less  generous  in  our  terms  than  the  various 
reisers,  Norwegians,  Swedes  and  the  Cunard  line,  who  were  con- 
acting  for  ships.  In  that  first  conversation  with  Sir  Richards  I 
id  to  him  that  we  hoped  all  of  the  facilities  of  the  American  yards 
)uld  be  reserved  for  American  ships,  and  that  I  was  going  to  ask  for 
{islation  that  would  make  this  possible. 
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Xow,  s(M'  tho  absurdity  of  that  position — that  wo  Americ 
slioiild  1)0  building  wooden  tubs  for  the  supplying  of  our  Alli«<. 
nations  who  afterwards  became  our  allies^  and  Great  Britain.  ^\i 
thoy  were  using  our  steel  shipyard  facilities  for  constructing  > 
ships  on  their  account.  And  those  steel  contracts  of  the  fun 
line  were  not  hurry-up  contracts;  they  were  single  shift  contra 
getting  the  minimum  of  efficiency  out  of  the  yards. 

The  negotiations  that  I  conducted  with  Mr.  Balfour  regan 
these  ships  occupied  considerable  of  my  time  and  a  great  deal  of 
thought.  I  was  embarrassed  there  because  there  swept  over  \T 
ington  a  propatjanda  that  Denman  w^as  anti-British;  that  in  attct 
ing  to  get  bacic  these  million  tons  into  American  contracts  I  wi 
some  way  hostile  to  Great  Britain.  I  got  it  from  the  tea  tbalcs, 
at  dinner,  and  yery  often  from  mv  friends,  and  from  yarious  sou 
in  the  administration.  Now,  it  was  not  true  that  I  was  anti-Bh 
Our  program  contemplated  stopping  the  building  of  high  huilti 
and  bridges  and  of  American  nonwar  construction  for  the  purpo! 
hurrying  up  these  ships.  We  w^ere  going  to  turn  courselves  com 
cially  insi({e  out  to  build  the  yery  ships,  to  conserye  and  brir 
th(»  steel  for  the  v^ery  1,025,000  tons  that  the  Cunard  line  had  con 
ted  for:  and  to  insist  that  when  the  ships  came  out  as  the  resu 
that  complete  revolution  and  reyersal  of  the  American  polk 
steel  construction,  they  should  be  under  the  American  flag,  is  Ai 
can,  but  it  is  not  anti-British. 

When  the  case  was  finally  presented,  Mr.  Balfour,  after  some 
or  three  weeks  of  negotiation  with  other  members  of  the  comnii 
as  w  ell  as  w  ith  Mr.  Balfour  himself,  he  wTote  a  letter  to  me  v 
oft'ered  to  turn  oyer  the  contracts  to  us,  and  that  letter  was  the 
ultimately  of  the  settlement  between  ourselves  and  Great  Brit« 
to  those  contracts. 

That  was  one  of  the  activities  that  I  was  engaged  in.  I  was 
engaged  in  combatmg  the  contmued  statements  that  the  I 
engbie  was  not  successful  and  was  in  an  experimental  stage, 
of  the  leadmg  British  ship  engineers  in  Washington  atteinpt( 
tell  me  that  the  thing  was  expermiental,  but  he  very  quickly  ch 
his  tone  when  I  told  him  I  had  been  attorney  for  f'red.  Olsen's 
and  knew  all  about  the  East  Asiatic  Fleet,  and  the  35  odd  larg 
vessels  that  then  were  sailing  on  the  sea.  Josephus  Daniels 
self  said  to  me  '^Your  English  friends  do  not  seem  to  think  mi 
the  Diesel.'^  The  same  remark  was  made  to  me  by  Mr.  Bren 
associate  on  the  board.  Everywhere  was  the  urging,  not  the 
statement,  that  there  was  not  confidence  in  the  Diesel  ships. 

The  Chairman.  Mr.  Denman,  it  is  now  12.15  o'clock  p.  m.,  at 
House  is  in  session,  and  masmuch  as  there  may  be  a  number  ( 
port  ant  matters  considered  and  some  votes  taken,  we  will  be  i 
to  sit  this  afternoon,  but  w^e  w^ill  hear  you  again  in  the  momi 
9.45. 

Mr.  Denman.  I  will  continue  the  account  of  the  difficulties 
in  the  adjustments  with  our  Allies,  when  I  come  on  to-morrow  mo 

(Thereupon,  at  12  o'clock  and  15  minutes*  p.  m.  the  comi 
adjourned  until  to-morrow,  Tuesday  morning,  December  14, 
at  9.45  oclock.) 
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Select  Committee  on  United  States 

Shipping  BoaUd  Operations, 

House  of  Representatives, 
WmhingtoUy  D,  C.j  Tuesday ^  December  14y  1920, 

*he  committee  met  iii  the  caucus  room,  House  Office  Building,  at 
S  a.  m.  pursuant  to  adjournment  on  -yesterday,  Hon.  Joseph 
Ish  (chairman)  presiding. 

lIso  present:  Representatives  Kelley,  Hadley,  Foster,  Steele,  and 
inally,  the  other  members  of  the  committee. 
*he  Chairman.  The  committee  will  come  to  order.  The  chair- 
1  has  received  a  statement  from  Mr.  Gillen,  in  response  to  questions 
pounded  at  one  of  the  previous  hearhigs,  I  think  by  Mr.  Steele, 
ch  he  has  reduced  to  writing,  and  about  which  he  has  stated  to 
chairman  he  will  be  prepai'cd  to  be  exammed  later.  If  there  is 
>biection  this  statement  can  be  put  hito  the  record,  and  Mr.  Gillen 
be  heard  later  when  there  is  an  opportunity  for  him  to  be  examined 
The  statement  referred  to  is  here  pruited  ui  full  in  the  record, 
ollows :) 

New  York,  N.  Y.,  December  9,  1920. 

£CT  Committee  on  United  States  Shipping  Board  Operations, 

Hoiise  of  Representatives y  Washington,  D.  C. 
ntion  Hon.  Joseph  Walsh,  chairman. 

ONORABLE  SiRs:  At  the  close  of  my  testimony  before  your  committee,  it  was 
eeted  that  constructive  suggestions  to  correct  the  conditions  and  evils  surrounding 
Bhipping  Board  and  the  Emergency  Fleet  Corporation  be  submitted.  Permit  me 
ty,  as  an  opening  word,  that  the  testimony  adduced  on  my  examination  by  your 
»able  committee  was  arranged  in  an  analytical  manner,  as  one  would  analyze  the 
n  of  any  large  corporation  for  a  banking  house — the  corporate  property,  the  hand- 
of  it,  and  the  difficulties  surrounding  its  functions  are  set  forth  therein.  That 
imony  and  the  discussion  of  fact  and  remedies,  which  I  will  now  present  pursuant 
our  request,  have  not  been  made  in  a  spirit  otherwise  than  that  of  constructive 
dsm  of  the  Jones  bill;  for  I  hold  that  piece  of  pioneer  shipping  legislation  in  high 
id. 

discussion  and  remedies. 

be  Emergency  Fleet  Corporation,  with  all  its  activities,  should  lie  completely 
linated  from  any  connection  with  the  Shipping  Board.  The  Shipping  Board  has 
Doately  to  do  with  matters  of  commerce  ana  welfare  of  the  nation,  wnile  the  Emer- 
:y  Fleet  Corporation  is  fundamentally  a  liquidation  affair  involving  Government 
Dce  and  appropriation.  Any  reorganization  at  this  time  must  keep  clear  this 
uution,  not  only  between  the  Shipping  Board  and  the  Emergency  Fleet  Corpora- 
but  in  the  committee  control  of  the  House  and  Senate  as  well. 

iSATB  and  distinct  FUNCTIONS  OF  THE  SHIPPING  BOARD  AND  EMEROENCT  FLEET 

OORPORATION. 

he  Shipping  Board  has  charge  of  the  operation  of  some  1,400  ships  on  the  seas  o 
world.  It  is  confronted  with  present  problems  arising  out  of  freight,  supplies 
ifage,  stevedoring,  operating  companies,  trade  routes,  and  ultimately,  when  the 
t  has  been  liquidated,  its  duties  will  be  confined  to  the  Federal  regulation  of  our 
ately  owned  merchant  marine  for  the  national  welfare,  as  set  forth  in  the  Jones 
and  future  amendments. 

he  Emergency  Fleet  Corporation  was  created  to  build  the  above  fleet.  It  built 
yard  plants,  let  many  great  contracts,  purchased  large  quantities  of  material, 
created  vast  liabilities. 

le  function,  activities,  and  liabilities  of  these  two  corporations  are  entirely  different 
distinct.  There  are  great  problems  before  each  oi  those  bodies.  The  commis- 
ers  of  the  Shipping  Board  are,  and  act  to  day  as,  the  trustees  and  officers  of  the 
jrgency  Fleet  Corporation,  trying  in  a  dual  capacity  to  manage  and  solve  the 
ntic  problems  of  both  institutions.  The  chairman  of  the  Shipping  Board  is  also 
president  of  the  Emergency  Fleet  Corpjoration.  The  Senate  Commerce  Com- 
tee  and  the  Merchant  Marine  and  Fisheries  Committee,  in  the  formation  of  the 
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Jones  l)ill.  have  Vxmmi  working  with  the  great  fundamental  laws  of  shipping  iatj 
pionoor  field,  and  thus  have  not  had  an  opportunitj'  to  come  in  rontact  inili ui | 
solvo  the  great  ])ro)>lcra8  arifling  out  of  the  liquidation  of  the  Emergency  Fleet Ofr| 
p<iration. 

There  are  no  practical  difficultieei  attendant  upon  the  separation  of  these  twobodkn  i 
each  has  today  a  separate  organization  as  to  accounting  and  managerial  force,  vib- 
tinct  and  separate,  one  from  the  other,  as  are  their  duties  and  functions. 

SHIPPING   BOARD. 

The  Shi|)pini:  Board  should  have  full  control  of — 

(a»  The  nianajreinent  of  the  1,400  Government-owned  ships. 

(b)  The  interpretation  and  enforcement  of  the  laws  and  regulations  laid  downuata 
the  Jones  hill  and  it««  necessary  amendmenta — an  overwhelming  piece  of  maiui|siil 
and  regulatory  work. 

It  should  c(Hisist  of  .seven  menihers.  selected  for  their  known  experience  and  qtal- 
lication*^  to  handle  the  larire  problems  arising  out  of  the  management  of  this  great  pn^ 
ert  v:  to  wit.  The  170  ship  operating  corporations  that  directly  mana£^  theph™ 
and  conunercial  operation  of  the  ships.  The  primary  qualifications  for  the  appoufr 
nient  of  tliese  men  should  be  their  general,  known  Husmess  ability'  and  eipwieno. 
Kach  should  ho  selected  for  a  special  ability,  so  that  when  the  Board  is  complete  it  fill 
include^  - 

A  member  experienced  in  large  executive  and  corporate  work,  as  chairman. 

A  membtT  experienced  in  accmmting  and  finance,  of  the  banker  or  lai^  biKiiwi 

A  member  (experienced  in  shipping. 

A  mcMuber  experienced  in  ship  construction. 

A  men\]>er  experienced  in  railroad  transportation. 

A  meml>er  ex])erienced  in  admiralty  law. 

A  meml^er  t"xperienced  in  railroad  or  commercial  l^al  affairs. 

The  salary  of  the  chairman  should  be  $18,000  a  year,  and  of  the  other  membeisoltte 
board.  .?ir).(")0()  a  year. 

Kach  of  the  members  should  have  charge  of  one  of  the  departments  of  the  Shipjuf 
P»oard  and  shouhl  have  as  an  assistant  an  anaU'^t  who  can  prepare  and  chart  therecoii 
of  the  <lepartment  that  his  superior  controls,  so  that  when  the  Board  meets  in  eeawft, 
each  memlier  will  bring  to  the  board,  at  all  times,  the  actual  facts  surrounding  Itf 
<lepartment .     The  salary  of  the  analyst  should  be  from  $7,500  to  $10.  000  a  year. 

A  skille<l.  executive  managing  operator  should  be  selected  for  the  fleet.  Therew 
at  leasit  10  steamship  companies  in  New  York  city  that  are  compelled  to  p»y  their 
manui^inj::  oix-rator.-"  .salaries  around  $50,000  a  year  or  more.  A  practical  opefitinj 
maiiai:er  sh:)uhl  be  emf)loyed.  The  Shipping  Board  would  then  be  able  to  takechi» 
of  the  bi^<^r»-!t  piece  of  corporate  work  in  America;  to  wit,  managing  approximitdy 
I.  KM)  .'^hips  worth  5!I..')0().()0().000,  a  corporate  management  equal  in  size  to  thai  of  tit 
I'nited  States  Steel  Corporation. 

The  Shipping  Board,  from  time  to  time,  should  prepare  a  list  of  the  vessels  thitii 
has  for  sale  and  submit  that  list  to  the  Emergency  Fleet  Corporation.  This  will* 
able  it  to  protect  trade  routes  while  the  liquidation  of  the  fleet  is  going  on.  -^ll* 
Shippimr  Hoard,  from  time  to  time,  withdraws  boats  from  trade  routes,  or  withboMi 
them  from  the  liquidation  corporation  for  sale  purposes,  in  just  so  far  wilMiquidatko 
o!  the  licet  be  retarded  and  the  (lovemment's  investment  tied  up.  The  Commefw 
i'ommittee  of  the  Senate  and  the  Merchant  Marine  and  Fisheries  Committee  of  the 
lloust?  are  directly  concenuMl  if  a  too  rapid  withdrawal  occurs,  for  they  are  interested 
in  the  (»stal>li'<hment  of  trade  routes.  The  Finance  and  Appropriation  Committflei 
of  th(*  S(»nate  and  House,  on  the  other  hand,  >\ill  be  directly  interested,  by  thcfulB* 
on  the  j>art  of  the  Shipping  Board  to  widely  and  promptly  make  deliveries  of  botf 
to  the  li«|uidatinir  corporation.  The  time  within  and  the  prices  at  which  these MJ* 
are  disposed  of  shouhl  be  ever  under  the  watchful  eye  of  tne  Finance  and  Appro!)'* 
tion  (  ()mmitte(»s.  ('ongrev'<s  should  compel  the  Shipping  Board  and  the  EmeigeBCf 
Fleet  Corporation,  by  law.  to  make  semiannual  reports  to  it  of  their  acti\'itiefr-<<* 
as  of  May  J.  tiled  on  June  1:  and  the  other  as  of  November  1,  filed  on  December !• 
Thus  the  resj)onsibility  for  action  can  ea.«ily  be  placed  by  the  American  people eitl* 
on  the  Sliippini;  Boanl  or  the  litpiidating  corporation. 
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EMERGENCY  FLEET  CORPORATION. 

k«  Emergrency  Fleet  Corporation  should  consist  of  seven  members  who  are  ex- 
tiiced  business  men.  It  should  function  as  a  liquidating  corporation.  It  should 
uuved  with — 

The  sale  of  approximately  1,400  ships,  which  at  present  values  are  worth  about 
ion  and  a  halt  aollars. 

The  sale  of  surplus  material — valued  at  about  $400,000,000. 

The  sale  of  housing  projects — about  $60,000,000. 

The  sale  of  yards  and  equipment. 

The  completion  of  ships  still  under  construction  and  contract. 

Tlie  settlement  of  claims  against  the  Fleet  Corporation;  the -collection  of  claims 
ror  of  the  Fleet  Corporation;  suits  for  restitution  and  prosecution  for  violations. 

All  the  accounting  of  the  Shipping  Board  and  Emergency  Corporation,  except 
^counting  for  the  operation  of  tne  fleet  from  and  aft^r  March  1,  1920 — the  date 
^resent  operating  a;?ency  agreement  was  put  into  ^ect. 

ts  will  relieve  the  Shipping  Board  of  the  tangle  of  problems  unrelated  to  ship 
tdon  that  have  clogged  its  efficiency*  and  permit  it  to  function  as  a  great  mana- 
.  shipping  institution. 
e  chairman  of  the  liquidating  corporation  should  receive  a  salary  of  $18,000  a 

and  the  other  trustees  $15,000  each.    The  board  when  completed  should  consist 

:»ember  of  outstanding  executive  business  ability,  who  sHould  be  chairman.         < 
3iember  with  sales  knowledge  gained  in  handling  large  units,  for  the  sale  of  ships, 
member  with  sales  knowledge  of  handling  salvage  materials— if  possible  secure 
>«rvices  of  one  of  the  salvage  sales  managers  from  one  of  the  big  railroads  of  the 
try. 

member  with  sales  knowledge  of  real  estate — a  man  who  has  had  experience  in 
ig  homestead  projects. 

member  with  Knowledge  of  ship  construction  to  assume  charge  of  the  completion 
ips  yet  to  be  finished. 

member  with  known  accounting  and  financial  ability. 

member  with  commercial  legal  experience,  gained  in  large  affairs — to  handle 
amenta. 

ich  member  of  this  board  also  should  have  as  an  assistant  an  analyst,  who  can  pre- 
and  chart  the  records  of  the  department  which  his  superior  controls, 
sales  organization  for  the  sale  of  ships  should  be  created  with  an  appraisal  and 
idal  bureau.    Sufficient  legal  machinery  now  exists  for  carrying  out  the  terms  of 
sales. 

l^gal  department  should  be  organized  for  the  collection  of  claims  in  favor  of  the 
smment;  and  a  staff  of  15  prosecuting  attorneys  should  be  created — men  selected 
leir  experience  as  public  prosecutors,  at  a  salary  of  $7,500  a  year — to  prosecute 
frauds  m  the  several  districts  of  the  Unit^  States  which  have  occurred  in  the 
^tion  of  the  Shipping  Board  and  the  Emergency  Fleet  Corporation  contracts  and 
BTty.    They  should  be  detailed  and  specialize  as  follows: 
ro  on  supply  companies. 
lee  on  operating  companies. 
ro  on  ship  repairs. 
TO  on  shipyard  cases, 
ro  on  ofiicers  of  ships, 
le  on  stevedoring  charges. 
te  on  docks. 

70  on  brokerage  and  commissions. 

staff  of  five  commercial  trial  lawyers  should  be  employed  for  restitution  cases. 
T  should  all  be  deputized  by  the  Department  of  Justice  under  law,  but  should 
ppointed  by,  and  be  absolutely  under  the  control  of,  the  Emergency  Fleet  Cor- 
don. The  Department  of  Justice  is  so  loaded  with  work  created  out  of  the  war 
it  Lb  impossible  for  effective  resulte  to  be  gained  unless  this  liquidating  corporation 
ven  proper  control  to  push  its  cases,  by  and  \\ith  the  consent  of  the  Department 
iStice. 

;ain,  the  Shipping  Board,  under  law,  should  have  full  charge  of  the  prosecution 
settlement  of  its  admiralty  cases. 

)  other  department  of  the  Government  possesses  the  liquidating  problems — either 
the  time  or  extent — as  confront  the  Snipping  Board  and  F^mergency  Fleet  (Por- 
tion. It  should  be  accomplished  in  four  years  if  business  men  do  the  job,  but  if 
icB  intervene  and  soft  berths  are  found  for  men  of  either  the  Republican  or  the 
ocratic  party,  on  these  two  boards,  then  a  continuing  loss  to  the  taxpayer  will 
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OFFICES   FOR   SHIPPING   BOARD  AND  EMERGENCY  FLEET  COEPORATIOX. 

Prior  to  the  war  the  Navy  Department  was  housed  in  the  State,  War.  and ! 
Building.  A  new  building  of  900,000  square  feet  of  space  was  built  during  A( 
for  the  Navy  Department.  Their  needs  and  activities  in  time  of  peace  are  Dot( 
to  those  of  the  Snipping  Board  and  Emergency  Fleet  Corporation.  The  needs ( 
two  latter  named  institutions  will  recjuire  from  350,000  to  400,000  square  feetd 
space.  Thev  should  be  housed  within  60  days  in  the  Navv  Building.  Onese 
of  the  building  should  be  set  off  for  both,  but  they  should  be  kept  entirely  sej 
and  function  as  separate  corporations.  To-day  the  Shipping  Board  and  fmoi 
Fleet  Corporation  nave  their  executive  offices  on  F  Street  in  Washington,  whil 
supply  and  sales,  accounting  department  for  ship  operation  and  construction,  u 
pay-roll  examiners'  fo^e  are  housed  at  Sixth  and  B  Streets,  a  mile  distant.  Th 
alwavs  resulted  in  lack  of  control  and  confusion. 

•         CONTROL   OF  FUNDS. 

The  Shipping  Board  should  be  given  a  base  appropriation  as  a  reser\'e  fund  fo 
operation,  if  needed,  when  the  law  is  changed,  and  if  any  deficit  occurs,  from  ti 
time,  it  can  be  met  by  a  new  appropriation,  so  that  the  American  people  will 
what  it  costs  to  operate  its  fleet. 

The  li(iuidating  corporation  should  be  required  to  submit  to  Congress: 

(n)  Its  budget  of  administration  expense  for  the  ensuing  twelve  monthe; 

(h)  Its  estimated  cost  for  the  completion  of  construction  now  in  prc^^ress; 

((>)  The  estimated  cost  of  the  settlement  of  claims  against  the  Government 
period  of  twelve  months. 

1 1  should  receive  an  appropriation  on  this  basis. 

All  funds  received  by  the  liquidating  corporation  should  be  paid  into  theG 
Treasury  of  the  United  States  to  the  credit  of  miscellaneous  receipts,  so  that  Co 
will  have  knowledge  of  the  liquidations  and  thereby  control  the  activities 
liquidating  corporation. 

FEDERAJi  REGULATION  AND  LICENSE  BT  THE  SHIPPING  BOARD  OF  COMPANIEi 
PERSONS  ENGAGED  IN  WAREHOUSING,  DOCKS,  STEVEDORING,  SUPPLIES, 
REPAIRS,  LIGHTERAGE,  TOWING,  AND  BROKERAGE. 

The  national  surplus  created  by  the  American  manufacturers  and  labor,  where 
located,  and  more  especially  that  created  by  the  wheat  farmers  of  the  Miss 
Valley  and  the  cotton  farmers  of  the  South,  vitally  needs  a  clean,  effective  me 
marine,  with  American  sales  agents  in  foreign  fields— and  thus  must  that  me 
marine  be  kept  clean  and  effective.  All  the  evils  practically  occur  at  the  pie 
in  our  coast  ports.  The  short  experience  of  two  years  now  points  out  that,  aa 
case  of  the  early  history  of  the  railroads  and  the  public  utilities  of  this  eoun 
there  must  come  to  shipping  a  stronger  Federal  regulation  than  is  contained 
present  law.  There  must  come  Federal  r^ifulation  over  the  warehouses,  docb, 
d()re  companies  supply  houses,  repair  yards,  lighterage,  towing  companiee,  an 
mission  houses  turnishing  freight.  The  regulation  must  be  a  fair  and  just  one 
valuation  of  asset  values  and  services  should  afford  fair  returns  to  these  sub 
activities.  Officers  and  directors  of  privately  owned  steamship  companies 
Shipy)iug  Board  operating  companies  are  directly  interested,  in  a  large  way, 
subsidiary  shipping  activities.  The  evils  that  have  ^rown  up  through  the  dest 
charges  created  by  these  subsidiary  shipping  activities  will  destroy,  at  its  sou 
maintenance  of  our  merchan  t  marine  and  the  value  of  steamship  securities.  Th 
they  must  be  brought  under  the  control  of  the  Shipping  Board  by  Fede^  ena< 
The  railroads,  wdth  265,000  miles  of  transportation  faculties,  were  cleansed  ^ 
stroke  by  the  Clayton  Act  and  the  Interstate  Commerce  Act  as  amended, 
le^slation  is  immediately  necessary  for  the  protection  and  growth  of  our  m 
marine.  Thus,  this  project — national  in  scope  and  usefulness — ^is  freed  and  • 
pated  at  the  pierheads,  troni  local  conditions,  political  and  otherwise,  which 
the  commerce  and  welfare  of  the  Nation  and  exact  secret  tribute  from  tl 
producing  interior  of  the  Nation.  For  the  first  time,  then,  will  we  have  a  free  ai 
outlet  from  our  shores  into  the  seven  seas,  where  no  monopoly  can  exist, 
intense  world  competition,  carrjdng  the  surplus  of  our  products  from  factor 
and  mine. 

All  the  above  subsidiary  activities  should  be  permitted  to  operate  only  on 
granted  by  the  Shipping  Board.  They  should  be  compelled  to  keepstandard  or 
books  of  account,  such  as  the  Interstate  Commerce  Commission  requires  of  t 
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pen  at  all  times  to  the  inspection  of  the  Shipping  Board ,  and  r^ulated  not 
to  domestic  business,  but  also  foreign  business  done  withm  our  borders.  An 
firm  of  accountants  should  draft  the  different  standard  forms  of  accounting  for 
)n  by  the  board.  Failure  to  observe  the  rules  of  the  Shipping  Board  should 
n  severe  penalties  or  revocation  of  licenses  upon  due  hearings  being  had. 
Treasury  act  should  be  amended  so  that  the  Shipping  Board  and  the  Depart- 
►f  Justice  may  have  access  to  the  Federal  income  tax  statements — past  and 
-of  corporations  with  which  the  Shipping  Board  has  and  does  business.  All 
38  done  with  the  Shipping  Board  by  those  engaged  in  subsidiary  shipping 
iee,  should  be  verified  twice  a  year  under  oath  of  their  president,  treasiu^er,  and 
I  manager.  These  subsidiary  activities  have  failed  to  opente  in  a  wise  manner, 
e  answer  is  not  Govermneiit  ownship  or  the  abandonment  of  the  effort  to 
kin  a  merchant  marine,  but  Government  regulation.  The  masters  and  all 
1  aboard  Shipping  Board  boats  who  purchase  supplies  or  create  liabilities 
b  the  Government  at  home  or  abroad  snould  be  compelled  to  make  oath  at  the 
:  receiving  their  salaries  that  they  have  not  accepted  rebates,  bonuses,  or  bribes, 
•esident.  treasurer,  and  general  manager  of  all  the  operating  companies  at  the 
f  payment  to  them  of  the  commissions  earned  for  handling  Shipping  Board 
should  be  compelled  to  make  oath  that  they  have  neither  given  nor  received 
ve  knowledge  of  the  payment,  directly  or  indirectly,  of  rebates,  bonuses,  or 
.  Criminal  statutes  should  be  enacted  striking  at  crimes  committed  against 
ng  within  our  borders. 

EXCESS-PROFITS  TAX. 

Jones  bill  provides,  section  23:  "That  the  owner  of  a  vessel  documented  under 
ivs  of  the  United  States  and  operated  in  foreign  trade  shall,  for  each  of  the  10 
e  years  while  so  operated,  beginning  with  the  nrst  taxable  year  ending  after  the 
aent  of  this  act,  be  allowed  as  a  deduction  for  the  purpose  of  ascertaining  his 
come  subject  to  the  war-profits  and  excess-profits  taxes  imposed  by  Title  III  of 
renue  act  of  1918  an  amount  equivalent  to  the  net  earnings  of  such  vessel  during 
axable  year,  determined  in  accordance  with  rules  and  regulations  to  be  made 
board:  Provided,  That  such  owner  shall  not  be  entitled  to  such  deduction  imless 
:  such  taxable  year  he  invested,  or  set  aside  under  rules  and  regulations  to  be 
by  the  board  in  a  trust  fund  for  investment  in  the  building  in  shipyards  in  the 
I  States  of  new  vessels  of  a  type  and  kind  approved  bv  the  board,  an  amount, 
letermined  by  the  Secretary  of  the  Treasury  and  certified  by  him  to  the  board, 
ilent  to  the  war-profits  and  excess-profits  taxes  that  would  have  been  payable 
:h  owner  on  account  of  the  net  earnings  of  such  vessels  but  for  the  deduction 
d  under  the  pro\d8ions  of  this  section:  Provided  further,  That  at  least  two- thirds 
cost  of  any  vessel  constructed  under  this  paragraph  shall  be  paid  for  out  of  the 
ry  funds  or  capital  of  the  person  ha\dng  such  vessel  constnicted. 
t  during  the  period  of  10  years  from  the  enactment  of  this  act  any  person  a 
I  of  the  United  States  who  may  sell  a  vessel  documented  under  the  laws  of  the 
1  States  and  built  prior  to  January  1,  1914,  shall  be  exempt  from  all  income 
that  would  be  payable  upon  any  of  the  proceeds  of  such  sale  under  Title  I, 
J,  and  Title  III  of  the  revenue  act  of  1918,  if  the  entire  proceeds  thereof  shall 
ested  in  the  building  of  new  ships  in  American  shipyards,  such  ships  to  be 
tented  under  the  laws  of  the  United  States  and  to  be  of  a  type  approved  by  the 

Government  is  the  biggest  owner  of  shipping  property  in  America,  and  the 
ite  of  the  people  is  to  sell  that  property.  Therefore,  the  law  should  provide  a 
don  for  the  Government  as  well  as  one  for  the  shipbuilding  owners  of  this 
y.  As  the  Jones  bill  now  stands,  all  ship  owners  can  keep  their  excess  profits 
'  put  the  excess  profit  tax  in  new  ships.  The  exemption  feature  of  the  law 
be  extended  so  tnat  if  a  ship  owner  has  purchased  a  Shipping  Board  boat  and 
bted  to  the  Government  on  that  boat,  the  excess  profits  charged  to  the  profits 
t  boat,  shall  be  applied  on  the  debt  against  the  boat.  As  the  law  stands  it 
a  manifest  injustice  on  the  Government. 

RSION    OF    ARMY    PORT    TERMINALS    AND    WAREHOUSE    FACILmES    FROM    ARMY 

PURPOSES  TO   SHIPPING  PURPOSES. 

n  the  Nation  went  to  war  it  had  a  small  Army  and  small  facilities  for  handling 
my.  It  increased  the  Army  and  the  Army  fswiilities  during  the  war.  It  built 
3rminal  warehouses  at  the  several  ports  of  the  United  States,  which  were  used 
care  of  the  supplies  to  the  Allies  and  to  the  9,000,000  men  which  we  expected 
sdly  to  put  across  the  seas.    Capital  of  the  Nation  was  taken  out  of  active 
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businoss  and  ]>ut  into  thoHo  y)ropert.iee  to  an  extent  of  $175.000.000 — alnnvj  i^(u\ 
of  tlu»  ranania  Canal.  Tlieso  huge  port  terminal  facilitii»8  are  no  loni^r  of  Uir-intirl 
.\ation  for  war  purjxx'H'fl.  and  should  be  put  back  into  active  commercial  lifn.  Th!ji 
should  br>  rented  on  a  low  basis  to  the  several  municipalities  or  States  within  vM] 
tln'V  are  located,  for  shinning  and  commercial  ])urj>oei*s.  under  regulaiioiw  of  th! 
Shipping  Hoard,  thus  building  up  commercial  activities  at  our  coa»»<t  ports  forforeigi 
bu.siness. 

CURTAILMENT   OF   HUIPPINO    ACTIVITIES   OF   THE    ARMY. 

\V]i»'n  tlic  rnif'd  States  built  the  Panama  Tanal  it  became  netM-ssar)'  toliuiHi 
railroad  running  p.iraUe!  to  the  canal,  which  at  present  is  being  oi>eratf>d  hytlu-Wa 
Pepartnieiit.  Shortly  thereafter  it  became  necessary  to  purchase  a  f^w  IxAtf  M 
take  cap'  of  th«*  employees,  troojw,  and  supplies  of  theCTOverninent  whilf*  Iniildiiielki 
canal.  an<l  to-clay  out  of  this  small  beginning  we  have  a  second  merchant  marine ii 
op'raiiiMi  and  under  the  control  of  the  War  Department.  An  investigation  fkHild 
be  nia<l«'  of  th»*  extent  of  the  Army  shipping  activities,  and  all  boats  nuw  oporatlst 
and  used  in  eonirnercial  business  should  ))e  taken  awav  from  the  Armv  aiKt  tinw 
over  to  tho  Shipping  hoard.  The  (iovernment  has  the  power,  in  event  ui  war. » 
coininandtM'r  all  privately  owned  American  ships.  Thissmall  Anny  m»^rclianimahDf. 
of  some  2.')  or  M)  shi])s,  which  they  are  now  oi)erating  and  iiicri^a.sing  in  si?^  and{tB- 
nuTcial  act  i vit.ies.  is  only  an  experiment.  The  operation  of  these  boati^  by  tht?  Anny,  I 
independent  of  and  in  eomp«»tition  with  the  Shipping  Hoard  boats.  iaalrcidyi|' 
menace  to  th  •  shi|)ping  int-^re.-^ts  of  the  southern  ports  and  the  southern  tradt- routa 
of  the  rnit"<l  Stites  -  the  protection  of  which  is  ^^tal  to  the  future  sliippiujr  profr 
]ji»rity  of  the  South. 

AOJUST  CONTRACTS   OF   SALE    OK   SHll'S   ALREADY    MADE. 

Th<'  Shipping  l^onrd  has  thus  far  sold  about  ISo  ships,  some  of  them  of  th»'ni*. 
larir<*  tonn.ig<'.  but  many  of  them  are  of  the  small  tonnage.  Tliev  are  out  on  dinerput 
t^Mins  ol'  pjynn'Ut.  The  prices  for  the  new  tonnage  range  from  $22.")  per  dead-weiAt 
ton  down  to  >1")0.  A  record  of  all  the  sales,  with  the  names  of  the  buyers,  andfiist 
paynnni.  together  with  th<*  original  agreement  and  the  supplemental  agrei-mcDti 
oi  sal*',  is.  as  of  .\ovember  I,  lfi2().  submitted  herewith.  These  buvers  wi-n-  the 
piojiMT  punh  wersof  Sliipping  Hoard  boats,  and  nearly  every  one  of  tb<>se  whopnr- 
ch  ised  rle'se  i»oats  i.-^  di^stined  to  be  financially  destroyed  at  an  early  datt*.  an«lili<* 
American  inve.-itment  niark«'t.  into  which  the  Shipping  Hoard  niiLst  go  to  dispoetol 
th"  l>alunce  of  its  I. KM)  shins,  has  already  been  shot  to  pieces.  Shipping !5»'«:uriti« 
are  well  known  in  England:  th(\v  are  owned  by  trust  comp.mies.  farmers,  ^idow, 
and  gi-n  Tal  investors.  Shipping  securities  are  well-nigh  unknown  in  AmHrii-*- 
e\(M.p(  wiih  a  present  ba<l  character:  and  if  th(*  (iovernment  intends  to  siOl  mlM 
bo;U^  it  will  have  to  couragef)usly  adjust  these  contracts  with  the  pioneer  purclias'»n. 
Already  the  (iovernment  has  taken  back  some  01  or  more  of  those  which  it  soM.  I'itbff 
by  direct  recripi  or  by  way  of  r(u*eivershij> — a  partial  list  is  herewith  submit twl—AD^l 
many  ol  the  reiuaininir  pioneer  purchas(^rs  are  on  the  verge  of  bankrupt<'y. 

Thi-re  is  no  inve.-^mient  market  in  America  for  shipping  securities  ro-day  iM^iiu* 
oi  the  p.i«-.'-at  which  tlies(*  ships  were  sold.  The  contracts  should  be  taken  l»ad[i 
whatever  |)roJii  ha.*^  b«M'n  niad(^  by  llu"  owners  should  be  tiiken  ].>y  the  (iovernnu'Dt. » 
cnniinis-iion  for  tin-  operation  of  the  ships  should  bfi  allowed  the  owner  for  tlu-  p-.™ 
of  •■jn-ration.  und  the  contract  rewritt-.-n  at  the  now  prices  when  established. 

War  ani«)rtL/aiion  belongs  to  the  Nation.  While  with  the  Shipping  Board  rb 
ab<)v«'  was  evt-r  my  position,  and  now  is,  that  the  pioneer  purchasers  of  ?^hipvin? 
IJnard  bo.its  -lnjuld  1)«*  u'iven  every  protection  by  the  Shipping  Hoard,  so  asiukwp 
ch'an  tln'  ship  sc^curilien  market.  Th.;  ti*mporary  remedy  suggested  to  th«' l>o»«l 
at  that  tinn*  was  to  "Xi^nd  time  of  ])aym(»nt  of  mortgage;  extend  inU»rest:  takol>i<* 
ship.-  wh«-re  tin*  companv  had  over-pun'hased— for  I  ever  looked  forward  toiheiUy 
\\li"n  (onu'n'ss  and  the  Shii>pintr  r»oard  would  do  what  is  recommended  al»ove.  TV 
toll  of  n'lri  vershii>s  that  h;is  occurred  since  hist  August,  set  forth  in  the  aiil/inittw 
list.  indi<'at<-.s  the  wisdom  of  that  policy,  and  j)oints  out  the  imim.Hliate  relief  np* 
niMM.h'd  lor  the  balance  of  the  pioneer  ]>urchasers.  While  not  a  member  of  tht*  Sfhip- 
ping  lioanl.  |M'rinit  me  to  point  <Mit  that  the  Hoard,  in  so  far  as  it  was  enipowoml. 
endeavoH'd  to  work  in  harmony  with  that  suggestion.  Then,  too,  the  present  poH^ 
of  the  Shipping  T.oard  in  holdini:  pione<T  shipping  companies  intact  by  receivwship. 
until  ('oiii^ress  acts,  is  indeed  wis(\ 
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BUSHMENT    OF    SALES   PRICE    OP   FLEET    SHOULD    BE    IN    EMERGENCY   FLEET   COR- 
PORATION   RATHER  THAN    IN    CONGRESS. 

le  Jones  bill  p^o^'ide8  that  the  Shipping  Board  boats  shall  be  sold  at  reproduc- 
prices  less  depreciation.  This  method  will  permit  of  the  sale  of  the  tankers, 
H  all  the  other  1,300  boats  belonging  to  the  Government  there  will  be  no  material 
unless  the  liquidating  corporation,  if  created,  has  the  power  to  place  those  cargo 
8  on  the  market  at  from  $100  to  $125  a  dead- weight  ton  except  tankers  and  cargo 
enger  boats.  For,  the  longer  they  are  in  the  hands  of  inefficient  operators,  the 
valuable  will  becomes  the  property.  It  is  my  judgment  that  firmly  and  courage- 
y,  the  power  to  establish  the  price  should  be  placed  in  the  liquidating  corpora- 
.  It  is  a  commercial  and  not  a  legislative  proposition,  and  should  be  determined 
)U8ines8  men  selected  to  handle  it.  Congress  should  indicate  the  policy  it  desires 
tiis  regard,  but  should  not  destroy  the  power  of  decision  in  the  liquidating  corpora- 
te &x  the  sales  price.  Arbitrary  provisions  of  this  sort  made  by  Congress  in  the 
;  have  always  deieated  the  wise  provisions  of  Congress  and  complete  paralysis  as 
esired  relief  has  ensued. 

SALE   OP   EXCESS  TANKERS. 

16  Shipping  Board  on  November  1,  1920,  had  84  tankers  in  operation.  51  were 
le  direct  Shipping  Board  fuel  oil  service;  8  in  the  joint  Shipping  lioard  and 
ite  fuel  oil  service;  12  in  the  Government  fuel  oil  service;  12  in  private  account, 

1  unassigned.  It  had,  inaddition.  14  tankers  under  construction  and  under 
ract — a  total  of  98.  At  least  20  of  these  84  tankers  now  in  operation  should  be 
and  the  sale  should  be  made  of  the  14  tankers  under  construction.  There  was  a 
fie  national  and  international  shortage  of  tankers  from  January  1  to  November 
20,  and  there  still  is  a  shortage  of  tankers,  but  there  is  being  built.  I  am  informed, 
it  900,000  tons  of  tankers  in  American  yards  to-day  for  private  deliver^-,  at  prices 
ing  from  $180  to  $195  a  dead- weight  ton.  Shortly  tnere  w\\\  be  an  excess  of 
ers  and  when  that  occurs,  it  is  questionable  whether  the  Shipping  Board  will 
ble  to  sell  its  tankers  at  reproductive  prices.    It  will  not  be  in  as  bad  a  position 

is  with  its  cargo  boats,  but  it  will  be  iik  a  comparatively  little  better  position 
)  sales.  Before  any  more  private  companies  make  further  contracts  for  tankers 
le  private  yards  of  America,  the  Government  should  sell  the  tankers  and  tanker 
Tacts  which  it  does  not  need  for  its  own  service. 

OPERATING  COMPANIES  SHOULD  BE  REDUCED  FROM  178   TO    ABOUT  50   COMPANIES. 

he  Shipping  Board  boats  are  managed  by  about  176  operating  companies  located 
he  several  ports  of  the  United  States.  A  great  number  are  meffiaent  managers 
ships  should  be  taken  away  from  them.  In  8ome  cases  there  are  as  high  as  five 
:ating  companies  handling  one  berth  or  trade,  each  of  the  five  competing  for 
same  business.  Again,  in  many  of  the  ports,  the  operating  companies  could  be 
iced  50  per  cent  by  mergers — concentration  is  vitally  needed  and  must  be  firmly 
le.  It  will  materially  cut  the  overhead  expense  in  the  field  and  at  Washington 
at  the  same  time  stop  Shipping  Board  boats  from  competing  with  each  other  at  a 
erial  loss  to  the  Government. 

EXECUTIVE   PERSONNEL. 

0  form  of  organization  or  legislation  can  accomplish  the  great  beneficial  results, 
ciaintaining  our  merchant  marine,  which  the  American  people  fondly  hope  for, 
lout  there  being  the  proper  kind  and  character  of  men  to  manage  the  Shipping 
rd  and  Emergency  Fleet  Corporation  and  translate  the  Jones  bill  into  deeds  of 


he  salaries  which  are  offered  in  the  Government  service  can  not  alone  be  deemed 
cient  to  attract  men  of  high  ability  and  character  to  that  service.  Yet  there  are 
tanding  American  citizens,  strong  and  successful  in  private  enterprise — and  the 
proved  it — who  have  as  high  and  as  lofty  a  purpose  for  the  national  welfare  as  the 
t  humble  citizen  of  the  land,  and  who  are  willing  to  devote  their  time  and  services 
jlfishly  to  the  Government. 

is  unfortunate  that  unnecessary  and  unwarranted  supercriticism  should  have 
en  from  public  service  that  class  of  men.  There  are  many  men  in  the  noonday 
tieir  life,  who  have  accumulated  competences  and  much  valuable  commercial 
'Jience,  who  are  willing  to  serve  their  Government.  But  we  must  ^rant  to  them  in 
hture  at  least  as  fair  and  honorable  motives  as  those  w\\o  eiVXicvefe.    \^  \sii«w  \<i 
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wrong  in  public  wrvico  they  should  be  driven  from  the  society  of  decent  men. 
nests  men  can  not  be  obtained  to  fill  important  posts  of  lar^e  resp^onsibility  if  the_ 
pennit«  political  footballs  to  be  made  of  their  efforts  and  reputations.    The  Got« 
nient  now  needs  strong  men  to  handle  the  Shipping  Boaru  and  Emergency 
Cor])oration.     It  is  no  politician's  job. 


CONCLUSION. 

There  now  sUinds  forth,  sun  clear,  six  great  outstanding  facts — 

First.  That  the  responsibilities  and  duties  of  the  Shipping  Board  are  vast 
comprehen.-^ive. 

Second.  That  the  responsibilities  and  duties  of  the  liquidating  corporaticsi 
equally  us  great,  though  different  and  distinct  in  nature  and  functions. 

Third.  That  the  Shipping  Board  should  be  freed  so  that  it  can  function  asamMi»j 
gerial  ship  operating  and  regulatory  institution. 

Fourth.  That  the  same  distinction  of  separate,  euper^-isory  legislation  should 
recognized  in  the  control  committees  of  the  House  and  Senate. 

Fifth.  That  Feileral  regulation  must  come  to  subsidiary  shinj)ing  activities. 

Sixth.  That  the  price  of  the  Shipping  Board  boats  sold  ana  to  be  sold  mu?tbi| 
readjusted. 

With  the  a})ove  facts  in  mind,  I  am  of  the  firm  opinion  that  an  American  merchat; 
marine  can  be  maintained.     For  midst  all  the  trials  and  tribulations  that  nowa»-j 
round  our  (J()\  ernment  in  shipping  as  a  national  industry,  there  comes  to  my  mioij 
the  record  of  the  ])ioneer  sj)irit  of  our  forefathers — a  recoixi  of  \dfiion,  hope,  perwvff-" 
ance,  and  courage,  which  in  the  past  has  conquered  and  overcome  every  obstddea 
the  path  of  our  national  progress.     Behind  our  merchant  marine  still  stands  thU 
)iuneer  s|)irit  of  our  j>eople.  unbroken  and  undismayed,  rel>Tng  and  knowing  that thi 
)rain.s  of  American  industrv  can  and  will  win  for  them  in  competition  with  tneworit. 
Then,  loo,  1  have  an  abiding  faith  in  the  common  sense  and  determination  dtfcli 
American  j)eople,  that  whe»i  aroused,  they  will  demand  of  our  President  and  C* 
gress,  tl)at  our  merchant  marine  shall  be  placed  in  the  control  of  strong  huA, 
made  and  kept  clean;  and  that  it  shall  be  unshackled  from  the  evils  which  not 
thre^iten  to  choke  its  very  existence.     Our  people  have  made  sacrifices  in  money  lai 
pride  to  establish  a  clean  and  effective  merchant  marine.     They  will  make  mow 
sacrifices,  but  they  will  demand  results. 

Hesj)ect fully  submitted. 

Martin  J.  GniES. 
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Name  of  vessel. 


RECEIVERSIIIP. 

Atlinlk  A  dri':  tic  Steamship  Co.  (7  lesself). 

A  n  lali 'sia Steel . 

A  rcadia do. 

Asc'utiiey I do. 

.  1 1 ' lo w <  •()(! I do . 

rialcsbtir^' '. do . 

Paw  ec I do. 

Pe(i  not i do. 

French- American  Line  (Inc.)  (17  vessels). 


Casoo 

Waclmsotl 
Wabasli... 


Steel.. 

do. 

do. 


Kind. 


.do. 
.do. 


Sh  ol (Ts  Island 

nro!n«»rt'>n 

Wisconsin  J  ri<i^'c !  Steel  (oil) . 

Yurca Steel 

DcRi'ifracy ' do...., 

Ice  Kin::.' do 

Ma  iruTs  Harbor do.... 

Kajah d'^.... 

Tuni  a do 

Ynkon do 

Faith 


Dead- 

wei{*t 

tnu. 


7,48 

«;« 

I.4SI 

7.38 
7,38 
7.l» 


7,18 
6.1* 

7.81 
7,J» 
S.18 
i8l 
7.tf 
£.18 

^S 

■•2 

7,S9 


Bark  '  rat  ia Steel  ( sail) . 

H ark  Ph  llis Wood  (oil) 

Schroncr  Spciulrift 


SHIPPING  BOABD  OPERATIONS. 


3205 


Name  of  vessel. 


em  Star  Steainship  Corporation  (5  vessels). 
iken  back  new  at  $165  per  dead- weight  ton). 


Trnational  Maritime  Corporation  (.5  vessels). 
ia 

5 

Jig 


I.. 

id 


Kind. 


Seelt . . 

do. 

do. 

do. 

do. 


Steel  (oil) 

do.... 

do.... 


Dead- 
weight 
tons. 


9,500 
9,500 
9.500 
9,500 
9,500 


4,050 
4,050 
4,050 


Italian  Star  Steamship  Line  (/  vessel). 
Id 


Standard  Steamship  Co.  ( j  vessels). 


r. 


Stites  Steamship  Co.  {8  vessels). 


A  merican  Merchant  Mariners  (i  vessels). 


Victor  S.  Fox  &  Co.  {li  vessels). 


la. 


Steel. 


Steel... 

do. 

do. 

do. 


Wood 

do 

do 

do 

(>>mposition  and  concrete . 

Wood 

Composition  and  concrete. 


Steel.. 
do. 


tcinner 

ta 

» (returned  to  board,  paid  to  board  by  Fo.x  &  Co.) 


Steel  (sail). 

do 

do 

do 

do 

....do 

Steel  (coal) 

do 

....do 

do 

Steel  (oil).. 

do 

do 


4,948 


7,825 


6,699 
7,388 
8,514 
8,541 


3,425 
3,423 
3,425 
3,425 
3,425 
3,425 
3,425 
3,425 


5,025 
7,467 


3,500 
4.150 
4,950 
3,750 
3,000 
2,700 
3,141 
2,625 
6,020 
6,982 
8,660 
7^243 
9,410 


IT    SHOWING    NUMBER    OF    VESSELS    SOLD    UNDER    VARIOUS    TERMS    OF    PAY- 
MENT. 

ED  States  Shipping  Board  Emergency  Fleet  Corporation, 

General  Comptroller's  Department, 

December  2,  1920. 
H.  Wliite,  chief  accountant  Ship  Sales  division, 
ral  comptroller. 
Statement  showing  number  of  vessels  sold  under  various  terms  of  payment. 

)8ed  herewith  is  a  statement  showing  the  terms  of  payment  and  the  vessels 
r  each  classification. 

statement  includes  all  sales  recorded  in  the  accounts  of  the  Ship  Sales 
dth  the  exception  of  vessels  fully  paid  for  and  requisitioned  vessels  recon- 
former  owners. 

J.  H.  White, 
Chiej  Accountant  Ship  Sales  Division, 
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TESTIMONY  OF  MB.  WILLIAM  DEmiAIf— Besumed. 

Tli(»  Chairman.  Mr.  DcMiman,  you  may  proceed  if  you  have  left 
iinsaiil  s()inetlun<i:  vou  had  in  mind. 

Mr.  Dknman.  Xow,  Mr.  Chairman,  I  desire  to  olFer  a  sUtenwi 
on  th(*  matt(T  of  Diesels,  which  I  can  be  examined  upon,  asMr.Gillei 
is  to  1)0.  The*  reason  I  ask  to  have  it  placed  in  the  record  isbccawi 
I  have  drawn  together  in  one  place  tne  matters  that  are  scattend 
ihroujxhoiit  niv  testiixKuiv,  and  so  that  anybody  looking  over  nr 
policy  on  I)i(»sels,  or  what  1  recommend  as  the  future  policy  of  the 
Sliipj)inij:  Hoard,  may  find  it  in  compact  form. 

Th(^  Chairman.  Does  it  contain  anything  that  you  have  notalrewh 
said  t 

Mr.  Df.nman.  It  contains  certain  matters  which  I  haye  alrewh 
stated,  on  which  you  can  examine  me,  but  I  wisli  to  ])ring  it  to;:ettff, 
«s  Nfr.  (lilleii  luis  broutj^ht  his  testimony  together,  in  a  compact  stat^ 
nicnt.     It  is  not  vc*ry  lonfj. 

The  Chairman.  Perhnps  if  you  will  read  it,  it  will  put  it  in  shape 
bi'for(»  the  connnitteo  so  that  the  members  of  the  comniitt<^  can 
examine  you  on  it  if  they  so  desire. 

Mr.  Df.nman.  All  riirht.  The  purpose  of  my  appearance  bofon 
this  coininittee  is  to  ur<re  the  reyiyal  of  my  project  as  chairman  of  tie 
Shippinir  Hoard  to  bnild  a  large  lleet  of  Diesel  motor  ships. 

The  rejection  was  the  climax  in  the  tragedy  of  misfortunes  of  tie 
Hurley  ndininistration.  Despite  its  notable  accomplishments,  he 
has  unconsciously  contributed  more  to  the  success  of  our  Scan ilinavisB 
and  P>ritish  conijx^titors  on  the  sea  than  the  most  ardent  of  ourfe* 
Anglo-uii-Ainerican  administration  during  the  war. 

W!i(Mi  1  put  the  word  "emergency"  into  the  title  of  the  Fleet 
Corponition,  it  was  to  indicate  the  war  emergency  which  conipcllediB 
to  build  so  many  oil-fuel  st(»am  engines,  as  well  as  our  wooden  hulls. 

The  (►bM)l(^te  character  of  the  wooden  hull  required  no  explanaliDO. 
The  wasteful  u>^(^  of  oil  under  the  steam  boilers,  consuming  iiearlT 
three  times  the  fu(»l  of  tin*  many  existing  motoi-ships  of  the  Dania 
Ka-^t  Asiatic  and  other  Ileets,  was  well  known.  For  years  these laiJP 
jnol(ns!iip^  had  sailed  under  my  windows  oyer  the  Golden  Gate. 
Admiral  Lord  Fisher  had  already  pointed  out  the  approachins: obsolesr 
cence  of  tin*  inari!U*  steam  entwine. 

Wlien  I  i)ec  line  ch  nrman  of  the  S!upj)ing  Board,  the  East  Asiatic 
Co.  a.nd  oilwM'  Scandinavian  owners,  in  scores  of  yoyasres,  somcovef 
a  year  in  leiiixth  and  all  around  the  world,  had  established  the  para- 
jnouni  coinniereial  value  of  the  Diesel  motorsliip.  It  was  then  be- 
yond eiiJicr  practical  or  scifMititic  (luestion  or  doubt. 

1  hand  the  coiuniittee  the  ])hotograph  of  21  of  these  vessels, 
all  tlien  in  successful  coinmercial  use,  some  for  years  V>efore  that 
tiin{\  They  ranp'  from  O.oOO  to  10,000  tons  carr^'ing  capacity  at 
over  10  knots  speed,  and  sonu^  an^  over  11  knots  speed.  Tlierewn 
nianv  more  l)esid(»s  thesi*  of  the  desijni  of  these  euffiiies  and  of  othff 
designs. 

The  ])roject  for  Iniilding  them,  the  necessary  license,  the  pto 
tln^  Cramps  shij)yard  and  the  skilled  workmen  were  all  procure 
under  my  administration.  There  were  many  other  Diesel  plantj 
avaiJabh*  for  their  couslvuctiou,  a  list  of  which  I  put  in  the  reci>ril 
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yesterday.  A  contract  was  offered  us,  and  wo  were  debating 
jther  we  would  commandeer  and  make  it  a  national  project  or 
3pt  the  contract.  It  was  my  administration's  contribution  to  the 
imercial  future  of  the  American  mercantile  marine.  It  would 
e  taken  no  more  time  for  the  Cramps  to  complete  the  Diesel  plant 
a  to  estabhsh  any  one  of  the  new  plants  for  steam  engines.  The 
tract  was  for  9,600  deadweight  tenners  at  11.6  knots  speed, 
hiring  the  war  Great  Britain,  which  had  many  Diesel  plants,  some 
dng  marine  and  some  making  other  engines,  was  compelled  to 
1  to  the  building  of  submarine  Diesels.  The  submarine  Diesel  is 
ore  comphcated  and  finer  mechanism  than  these  commercial  ma- 
»  Diesels,  but  vast  quantities  were  turned  out  in  the  British  yards, 
hose  Diesel  factories  in  Great  Britain,  during  the  activities  of  the 
',  and  while  we  were  building  none  with  the  Government  money. 
d  Pirrie's  plant,  the  Harlan  &  Wolff  yard,  was  using  the  same 
nse  that  I  procured,  and  actually  constructed  the  largest  com- 
•cial  marine  Diesel  ship  at  any  time  built.  This  was  in  war  time, 
s  ship  was  the  Glenapp,  a  marine  Diesel  cargo  and  passenger  ship 
ipward  of  15,000  tons  dead- weight  capacity  and  of  more  than  14 
»ts  speed. 

Lt  the  present  rate  of  consumption  it  has  been  estimated  by  geolo- 
:s  and  practical  oil  men  that  the  American  oil  supply  will  be  con- 
Qed  inside  25  years.  This  is  the  occasion  of  Secretary  Colby's 
e  to  the  British  on  their  mandate  over  the  Mesopotamian  oil 
ds.  Can  we  waste  two-thirds  of  our  fuel  oil,  through  steam  boiler 
>es  and  up  the  smokestack,  in  view  of  this^  world  oil  condition  ? 
jeorge  Otis  Smith,  Director,  United  States  Geological  Survey,  on 
vember  17,  1920,  at  a  meeting  of  the  American  Petroleum  Insti- 
e,  said: 

n  ac!knowledging  the  superior  claim  of  the  marine  use  of  fuel  oil,  this  priority  must 
(qualified  by  the  condition  that  even  on  the  seas  the  best  use  should  be  made  of 
mvaluallte  fuel.  The  marine  steam-engine,  even  of  the  turbine  type,  must  eive 
ce  to  the  heavy  oil  engine,  under  the  rule  of  getting  the  most  out  of  a  limited  re- 
rce.  The  very  facte  that  support  the  argument  for  the  marine  use  of  fuel  oil,  greater 
ciency  and  economy  of  space  and  labor,  can  be  cited  in  favor  of  the  internal- 
abustion  engine  of  the  Diesel  type  as  against  the  steam  engine.  The  increased 
innal  efficiency  of  the  new  engine  with  its  resulting  addition  to  available  cargo 
ice  or  to  cruising  radius,  is  more  than  2^  times  that  of  the  steam  engine.  The 
>erience  of  the  Bethlehem  Steel  Co.  is  that  their  new  oil-engine  ore  carrier, 
)  "Cubore,"  is  continuous  service  between  Cuba  and  Sparrows  Jroint,  Md.,  uses 
ly  36.7  per  cent  of  the  fuel-oil  consumed  by  a  sister  ship  differing  only  in  that  it 
t  the  most  modem  type  of  steam  plant.  The  tremendous  economy  thus  possible 
the  marine  consumption  of  fuel  oil  demands  the  immediate  adoption  of  intemal- 
abustion  engines  if  the  world  wants  to  make  the  largest  use  of  its  oil  resources  for 
longest  time. 

3ur  wasteful  steamships,  built  for  the  war  emergenc}^,  are  hopeless 
competition  with  these  Diesel  vessels.  Motor  ships  carry  no 
lers  or  condensers,  and  but  one-third  the  fuel.  As  a  consequence 
iy  have  over  12  per  cent  more  cargo  capacity.  This  in  itself  means 
andsome  profit  iu  ship  operation. 

3ver  60  per  cent  of  the  new  cargo  vessels  ordered  in  Great  Britain 
ring  the  last  six  months  are  motor  ships.  Norway,  Denmark, 
eden,  and  Holland  build  nothing  else  when  they  can  get  engines. 
)yd's  agents  are  now  inspecting  tne  construction  of  300  sets  of  oil 
jines.  These  aggregate  600,000  horsepower,  which,  in  terms  of 
knot  cargo  ships,  is  a  million  and  a  half  tons.     The  largest  is  a 
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British  passenger  and  cargo   ship  of  15,760  tons  dead  woiojht  ml] 
14  knots  speed.     Six  are  of  14,000  tons  dead  weight  and  over. 

This  is  active  construction  in  Great  Britain.  The  orders  doubbl 
this.  There  are  15  marine  Diesel  engine  factories  in  Great  Briuiaj 
alone.  Lord  Pierrie  controls  four  of  them,  three  in  Scotland  ando»: 
in  Ireland,  using  the  same  license  we  procured  for  the  board's  pro- 
gram in  1917.  There  are  many  more  in  Holland,  Denmark,  Sweden, 
and  Xonvay.  Tliey  are  just  beginning  to  operate  plants  for  lai?« 
size  Diesels  in  this  country.  In  all  the  billions  the  Government  \m 
spent,  not  a  dollar  has  gone  to  buijd  a  Deisel  engine  large  enoogl 
for  a  I0,0()0-ton  freighter. 

Our  wasteful  steam  engines  are  dependent  on  British  bunker 
We  can  not  carry  enough  fuel  to  pay  the  loss  up  the  smokesUc 
and  complete  our  long  voyages.  We  must  stop  and  beg  fuel  suppi 
at  the  British  and  other  bunkering  stations  on  the  China  coast, 
Japan,  in  the  East  Indies,  at  Suez,  at  Aden,  in  the  Mediterranea 
and  in  tlie  South  Atlantic 

How  the  British  coerced  our  commerce  by  bunkering  agreemeri 
before  we  entered    the  war,  is  now  history.     I  am  not  seeking 
attack  it  as  a  war  necessity.     The  important  thing  is,  they  can 
it  again. 

The  sailing  radius  of  a  10,000- ton  Diesel  ship  is  28,000  miles 
the  oil  in  her  ballast  tanks.     This  is  once  around  the  world,  p; 
all  the  British  and  other  bunkering  stations,  and  *'  then  some," 
shipping  men  put  it. 

The  United  States  can  balance  its  fleet  onl}^  by  atiding,  or  a 
verting  from  steam,  at  least  a  million  tons  of  motor  ships.  ^ 
should  stimulate  the  building  of  Diesel  factories  and  produce  rai 
than  our  British  and  Scandanavian  competitors.  If  we  do  not. 
have  lost  the  battle  for  maritime  supremacy,  and  will  not  have  ev 
a  fair  minor  share  in  the  world's  sea  carriage. 

I  have  here  a  statement  giving  a  partial  list  of  Diesel-driv 
merchant  motor  ships  at  present  building  in  Great  Britain,  whicli 
will  ask  to  have  copied  mto  the  record.  Only  about  one- third 
think,  of  the  yards,  or  half  of  the  yards,  are  shown  here.  The  oth( 
have  not  reported  out.  But  this  list  totals  65  ships  of  5S.3.6* 
dead-weight  tons,  and  227,800  indicated  horsepower.  I  have 
summary  at  the  foot  of  this  statement  showing  the  fuel  saving  c 
this  fleet.  I  won't  repeat  that.  This  is  only  a  partial  list, 
contains  nothing  concerning  the  other  yards  enumerated  in  a  par 
graph  at  the  bottom  of  the  list,  and  nothing  about  the  tremendoi 
activity  in  Xorw  ay,  Sweden,  France,  Italy,  Denmark,  and  Hollanc 
where,  under  various  patents  and  various  designs,  large  cargo  an 
pass(»nger-carrving  ships  of  this  type  are  being  built. 

(The  statement  referred  to  is  here  printed  m  full  in  the  record,  a 
follows:) 
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Tho  CiiAiKMAN.  Well,  Mr.  Donman,  I  understood  from  yourstii 
iiirnt  made  on  yosterdny  that  there  are  a  number  of  factories  vhi 
are  equipped  in  this  country  to  build  largo  Diesel  engines  at  thepr 
ent  tiiiK*. 

Mr.  Dfnman.  There  are  now  building,  just  commencing  tobuiU,! 
I)i(»scl  (»nji;ines  of  larjj^e  marine  type. 

Tlie  ('iiAiTiMAN.  For  wlir)m  ^ 

Mv.  Dknman.  Private  account. 

Til."  C'AiKMAN.  Are  there  shipbuilding  concerns  that  are  buildinjl 
mot'»rships  of  large*  tonnage  in  this  country  at  the  pn»sent  tirao! 

Mr.  1>t:n\!.v\.  Th<»  Cramps  have  just  begun  building  for  tin 
American-Hawaiian  Steamship  Line — that  great  fleet  of  vessob  thit 
used  to  steam  from  Sun  Francisco  to  Atlantic  ports  tlux)U{jh  thePinilj 
and  cMrried  our  bulk  products  by  that  route — they  have  jsutordmd; 
two  of  the  sjime  1  vpe  that  I  cK'sired  to  have  the  board  adopt.         t 

Mr.  Seliawl)  did  not  have  tliis  license:  the  Cramps  hail  it.  ih.ps 
vSehwab  set  about  to  develop  a  Diesel  of  Ids  own,  of  an  entin-iydit] 
ferent  ly|)i».  what  is  known  as  the  two-cycle  type,  and  had  onovesMlIt 
running  with  the  new  l\|)e  of  Diesel  in  it,  the  Cuhore,  the  vpssflti 
which  lieorge  Otis  Smith,  Director  of  the  I'nited  Statt*s  GoiJngiril 
Surv(\v,  n^ferred  in  the  statement  I  read. 

And  there  are  a  number  of  other  plants  in  the  I'nited  States* 
p;d)le  of  uuflertaking  th<*  cimversion  or  the  building  (»f  engines forn« 
J)ie-el  ve-:sel^.  Tiie  trouble  about  doing  the  thing  on  private ampunt 
is  this:  Nobody  knows  to  whvit  point  the  Government  is  guing  to 
write  down  its  steam  fleet.  Xobodv  knows  what  the  policy  of  tlM 
(iovern!n"nt  is  going  to  be  with  regard  to  a  merchant  marine.  Capi- 
tal is  h"-;it:iting  to  invent,  fearing  that  a  weak-han<led  pulin*  may 
make  anv  ships  unprofitable,  and  also  fearing  that  when  tlieGovffH- 
ment  writes  down  the  values  of  its  present  fleet  and  bejjins  to  <efl 
souK^  of  tliiMu  at  sr-rap  prici^,  that  the  value  of  steamshi|)s  will  be 
utterly  unealculabl(\  an<l  therefore  that  ventures  at  this  timo  are 
unwise.  The  Gov(»rnment  has  got  to  at  once,  if  we  are  going  to  have 
a  balanced  fleet  of  ve-i-^els,  arrange  for  something  like  the  same 
amount  of  Di(se|  tonnage  that  our  competitors  liave. 

Th<^  Cji AIRMAN.  W(»  have  1,400  ships,  a  large  portion  of  whiihit 
tlie  present  are  ti(»d  up.  Would  you  advocate  the  Government, 
througii  the  Kmergi^ncy  Fleet  Corporation,  building  more  ships  i^itk 
Diesel  engin(M  in  tlu^in  i 

Mr.  !>!  XMAN.  I  think  so.  be<'ause  vou  will  not  have  anv  Diesob 
tied  up.  WJK^n  I  lie  last  steamship  is  tied  up  because  it  can  not  run 
on  the  s(»a  your  Diesels  will  be  running  at  a  profit:  and  if  it  is  u  uues- 
turn  of  maintaining  our  supremacy  on  the  seas  and  getting  our  snare 
of  the  ei)?!im(M'ee  of  the  world,  we  should  have  these  ships.  It  may 
be  the  (iovernment  ean't  afford  it.  It  may  be  that  it  does  not  want 
in  go  ahead  but  will  h'ave  it  to  j)rivate  capital. 

The  Chaii^man.  My  (piestifm  is.  Would  you  advocate  the  Govern- 
ment, tliroiigh  the  Kmergeney  Fleet  (-orporation,  buihling  mow 
ships,  when  it  ahn^ady  iuis  a  large*  flc^et  of  steam  vessels,  to  the  number 
of  SOUK'  1,100,  a  large  portion  of  which  are  tied  up? 

Mr.  Dknman.  1  have  my  doubts  whether  I  want  the  Government 
to  act  tlu'ough  the  Shipping  r>oar<l  in  any  project.  1  want  to  se« 
centralized  control  and  not  board  operation  in  the  matter  of  buLlilin{ 
sJii/)s.     IJut  I  would  SUV,  *\i\  wwswv^y  U^  your  question,  that  if  they  cai 
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P|*fcbe  gotten  through  any  other  agency  of  the  Government,  that  the 
jcrvemment  should  balance  its  fleet.  If  it  is  the  intention  to  go 
bi^sad  and  manage  the  fleet  that  it  has,  it  is  foolish  to  go  into  compe- 
.^ion  with  our  opponents  and  not  have  the  weapons  for  the  contest. 

The  Chairman.  Mr.  Denman,  these  facts  that  you  have  brought 
at  here  have  been  pretty  well  kno^Ti  in  shipping  circles  for  months, 
i^^e  they  not  ? 

Itfr.  Denman.  Yes,  Mr.  Chairman. 

The  Chairman.  How  do  you  explain  the  fact  that  no  American 
O'mcem  has  undertaken,  with  the  possible  exception  of  the  American- 
""ikwaiian  Steamship  Co.,  to  have  constructed  Diesel  motorships? 

Mr.  Denman.  In  the  first  place,  private  capital  has  been  lo^th  to 
into  the  shipping  busmess  in  competition  with  the  Govern- 
It  does  not  Know  where  it  is  going  to  land.  Very  few  new 
^p6  have  been  purchased,  but  the  fact  is  that  there  is  strong  inquiry 
*^to  where  they  can  be  built  and  a  strong  demand  for  Diesel  motor- 
wps.  The  Government  of  Norway  took  three  20-year-old  hulls 
**d  equipped  them  with  Diesels  of  this  type  that  Lord  f^ierrie  is  using, 
Jt  t^e  Harlan  and  Wolff  yards.  As  I  have  said,  the  hulls  are  20  years 
"d,  and  the  Diesels  were  Burmeister  and  Wain  Diesels,  and  those 
"^^sels  were  sold  to  New  York  owners  six  months  ago  at  $240  a  dead- 
'^«ight  ton — even  though  the  hulls  were,  as  I  have  said  20  years  old 
^^s  against  $175  to  $180  a  ton  for  new  steel  turbine  steamships. 
-on  can  therefore  see  what  the  demand  is  for  them  if  they  can  get 

The  Chairman.  But  if  there  is  such  a  great  advantage  in  this  type 
^  ship,  if  they  will  be  carrying  freight  when  the  last  steam-propelled 
"'^Bsel  is  tied  up,  why  should  private  operators  or  steamship  compa- 
^i^s  hesitate  on  account  of  the  United  States  Government's  fleet 
'l>out  constructing  these  ships  and  going  ahead  and  operating  them  ? 

3fr.  Denman.  Because,  nrst,  there  is  general  hesitation  about 
*^*panding  in  the  steamship  business  with  the  Government's  policy 
ttiiettled.  Second,  inability  to  ^et  the  engines  if  they  wanted  them 
O-x  quick  delivery,  with  uncertamty  as  to  future  forces  on  the  sea. 
^^w,  if  we  had  had  built  in  1917  a  large  group  of  these  Diesel  facto- 
^i^s,  then  these  Americans  could  have  gone  to  them  and  gotten  their 
*tigines  and  the  Government  would  not  now  be  faced  by  the 
fc**Poblemof  a  semiobsolete  type  of  vessel,  and  bantering  the  question 
^  to  whether  private  or  Government  ownership  shd«ld  operate  them. 

The  Chairman.  You  had  procured  a  license  from  one  of  the  largest 
instruction  concerns  in  America? 

Mr.  Denman.  The  Cramps  had  that. 

The  Chairman.  Early  in  your  administration? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  I  assume  they  now  retain  that  license. 

Mr.  Denman.  They  are  building  ships  for  the  American-Hawaiian 
line. 

The  Chairman.  They  still  retain  that  license,  do  they  not  ? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  And  they  have  had  it  all  that  time? 

Mr.  Denman.  Yes,  sir. 

The  Chairman.  And  they  were  in  a  position  to  go  aliead  and  build 
some  engines  for  private  account  if  they  wanted  them  ? 

Mr.  Denman.  Not  during  the  war.  They  have  been  loaded  up 
irith  contracts  trom  the  Government  for  steam  veaaeAa. 
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The  CirAiRMAX.  They  have  heen  engaged  in  other  work  orcodj 
have  ])eon,  since  the  cancellation  of  contracts  in  March,  1919  ? 

Mr.  Denman.  No;  they  had  been  building  a  Diesel  plant.  Idtj 
not  know  wlien  thev  began,  but  they  are  building  it  now. 

The  CiiAiRMAX.  't'hey  are  building  it  now? 

Mr.  Dknman.  Yes,  sir. 

The  CiiAiRMAx.  How  long  will  it  take  to  construct  a  Diesel  pluti 

Mr.  Dknman.  They  had  a  Diesel  plant  at  the  time,  1917,  wrtle 
purf)()se  of  tills  project 

The  C'haikman  (interposing).  Sufficient  to  build  those  24  engina 
you  refcTred  to;  some  20  or  24,  I  believed 

Mr.  Dknman.  Yes,  sir. 

The  Chaiuman.  They  have  had  that  all  along ? 

Mr.  Dknman.  Xo;  they  acquired  it  for  that  purpose.  Thevwwrt 
over  to  other  Imsiness.  As  a  matter  of  fact  what  happened  durinj 
the  war  was  that  these  Diesel  plants  built  steam  engines.  If  yd 
talk  about  converting  steam  plants  to  Diesel  engine  plants,  the 
Diesel  plan  t>;  built  steam  engines,  and  of  all  the  topsyturvies  I  hiTi 
ev(M*  lieard  of  that  was  the  most  extraordinary. 

Tlie  Chairman.  Did  you  ever  bring  this  to  the  attention  of  Mr. 
Schwab  wlieii  he  was  acting  as  Mr.  Hurley's  assistant  if 

Mr.  Dknman.  No,  1  did  not.  I  assumed  that  the  recommendi* 
tion*^  as  to  type  came  from  the  operating  end. 

The  CiiAiKMAN.  Well  now,  have  you  any  knowledge,  Mr.  Dcnmio, 
a-i  to  wlu^ther  or  not  the  Fleet  Corporation  or  the  Shipping  Boari 
did  actually  liave  constructed  some  Diesel  engines  which,  uponi 
try  out.  provcul  to  be  failures^ 

Mr.  Dknman.  1  do  not  know  whether  they  proved  to  be  failures 
or  not,  Mr.  (Iiairman.  But  they  were  not  of  the  type  of  the  Danish 
East  Asiatic  Fl(»et  and  those  that  these  other  great  neet^  were  using. 
Th(\v  wcM'c  smaller  than  were  necessary  for  a  10,000-ton  t}'pe  of 
sliip,  which  is  about  the  cargo- carrying  unit. 

Th(^  Chairman,  You  let  contracts  for  a  great  many  ships  of  less 
toi)natj^(»  than  tliat  ( 

Mr.  Dknman.     Oh,  ves. 

Tlie  CiiAiintAN.  And  couhl  not  Diesel  engines  have  been  put  m 
smaller  lyjxs  as  well  as  in  l(),000-ton  ships ^ 

Mr.  Dknman.  Yes,  sir;  and  be  very  valuable  in  certain  services. 

Tlie  CiiAiiiMAN.  Do  you  know  whether  or  not  they  actually  did 
have  l)ics(»l  engines  for  smaller  ships  which,  tiixm  try  out,  were 
pr()M()unc(Ml  to  he  failures^ 

Mr.  Dknman.  1  d(>  not  know  whether  they  were  pronounced  to 
1)(^  failure^  or  not.  I  understand  that  those  small  engines  that  were 
<>r(l(M(Ml  by  the  Sliippin*:  Board,  of  a  type  that  at  that  timewasnot 
developed,  and  not  sucli  as  the  liurmeLster  and  Wain  and  the  Werb- 
p(K)r  tyj)e,  were  not  completed  for  the  Shipping  Board,  and  I  a|^ 
told  were  coniph^ted  for  other  persons  and  successfully  completed 
and  that  the  vessels  liad  good  engines. 

The  Chairman.  Tliey  have  what^ 

Mr.  Dknman.  Tliat  tlie  engines  are  good  engines. 

The  CiiAiK.NLAX.  If  1  get  your  recommendation  correctly  as  rew 
fr(»ni  your  statement  wJiich  you  made,  it  is  that  the  Government 
sliould  either  go  into  the  building  of  motor-propelled  ships  or  assist 
private  concerns  in  liav'mg  a  IVq^?!  vit  vaoU^rsliips  built  ancfdcvelopeil. 
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dr.  Denb4AN.  That  is,  if  the  Government  is  going  to  adopt  a 
orous  policy  for  the  purpose  of  entering  into  overseas  competi- 
Q.  If  It  is  going  to  have  a  lax  hand,  if  we  are  going  to  drift  sdong 
we  did,  controlled  by  British  and  German  propaganda,  for  years 
this  country,  affectmg  every  ship  measure  tnat  we  desired  to 
ve  put  through  by  the  Congress;  if  the  policy  is  going  to  be  to 
ift  along,  then  I  answer  '*no."  But  if  we  are  going  to  get  into 
egame  and  drive  it  through,  '*yes/' 

The  Chairman.  In  event  that  the  Government  is  going  to  pursue 
ngorous  policy  in  behalf  of  the  merchant  marine,  what  is  to  become 
tais  fleet  of  steam  vessels;  that  is,  if  we  are  going  to  embark  in 
istnicting  a  motor-ship  fleet  or  going  to  assist  in  the  development  of 
10 tor-ship  fleet? 

Ifr.  Denman.  Exactly  what  will  become  of  the  steam  vessels  of 
•  op]>onents.  The  vast  mass  of  fleets  of  the  world  are  steam. 
3y  are  gradually  introducing  the  motor  ship  as  the  modern  tvpe  of 
pulsion.  We  want  to  keep  pace  with  them.  These  vessels  wiU 
used,  gradually  becoming  obsolescent,  and  will  go  on  the  cheaper 
«  and  the  shorter  runs,  where  saving  of  fuel  does  not  mean  so 
ch.  We  must  keep  pace  at  least  with  our  competitiors  in  the  type 
ihip  that  they  are  usmg.  We  are  more  in  need  of  it  than  they  are, 
Ause,  as  I  have  said,  we  are  ajiigh-wage  country,  and  the  Diesel 
'ine  cuts  out  a  certain  number  of  operators  in  the  engine  room. 
>  are  a  bulk-carrying  country,  and  we  want  space  and  large  space 
our  ships.  We  are  an  oil-producing  country  and  have  the  oil  for 
ps.  We  are  a  long-voyage  country,  across  the  Pacific  and  the 
Antic,  and  in  the  long-voyage  savings  are  the  savings  in  fuel  con- 
niption and  larger  cargo  space. 

rhe  Chairman.  Isn't  it  a  fact  that  practically  all  of  the  commerce 
flight  to  our  ports  today  in  competition  with  our  own  fleet  arrives 
ateam-propelied  vessels  ? 
tfr.  Denman.  That  is  quite  true,  because  the  bulk  of  the  fleets  of 

)  world  are  still  of  steam,  but  the  fact  is 

rhe  Chairman  (interposing).  There  are  21  of  these  vessels  float- 

'  around  somewhere. 

Mr.  Denman.  Oh,  there  are  over  a  hundred  of  them. 

rhe  Chairman.  How  is  it  that  none  of  them  get  to  the  United 

lies? 

Mr.  Denman.  Why,  Mr.  Chairman,  I  thought  I  described  on  yes- 
•day  the  voyages  those  vessels  take.  They  are  sailing  in  and  out 
der  my  window  over  the  Golden  Gate  constantly,  and  unless 
lifomia  is  out  of  the  United  States  they  are  coming  to  a  port  in 
8  country  and  carrying  cargoes  to  and  from  that  port.  The  fact 
ihat  the  Pacific  coast  is  so  far  from  you  in  the  East  that  the  Pacific 
tst  conditions  are  not  known  to  our  Atlantic  coast  men,  just  as  I 
nted  somebody  on  the  Atlantic  coast  to  be  the  chairman  of  the 
ipping  Board  for  the  reason  that  I  did  not  feel  I  was  acquainted 
A  the  Atlantic  coast  conditions.  The  United  Fruit  Co.  has  been 
ng  Diesels;  the  Atlantic  Transport  Co.  is  using  them ;  the  Hamburg- 
lerican  line  has  been  using  them.  The  Hamburg-American  line, 
the  time  the  war  came  on,  had  orders  out  for  a  very  large  fleet  of 
an,  of  the  Buremister  and  Wain  type.  Tliey  are  also  expenment- 
:with  another  type  of  them  in  Germany. 
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Tlio  Chaiumax.  Do  you  know  whether  or  not  oxperiinonts  arfbj 
process  in  this  country  for  the  development  of  an  American  t^iH?! 
this  Diesel  enj^^ine  ^ 

Mr.  Dkxmax.  That  is  the  same  sort  of  thing  we  had  in  thematUr! 
of  the  Liberty  motor.     Of  course  we  want  to  improve  it. 

The  Chaiumax.  I  asked  you  whether  or  not  you  know  thatvj 
goiu<i:  ofi- 

Mr.  Dkxmax.  Well,  I  can  tell  you  something  about  that.  About 
a  yenr  ago  it  was  announced  that  we  were  goin^  into  some  experimenti 
on  what  was  known  as  the  Deisel  electric  drive.  Now.  the  eleciiit 
drive  has  been  very  successful  on  our  war  ships;  and  where hngi 
engine  powers  are  involved,  100,000  horsepower  for  instance,  ii 
against  8,000  or  4,000  horsepower  used  on  the  freighters,  you  cans* 
wuTo  tlu^  value  of  the  electric  drive  would  come  in.  On  the  nsTil 
ships  there  is  economy  and  facility  of  operation  gained  by  taking tho» 
enormous  powers  and  transmitting  them  through  electricity  to  tie 
shaft  rath(T  than  by  trying  to  put  the  enormous  power  directly  on  tl» 
sliaft  by  mere  j)liysical  action.  That  is  a  great  gain.  Now,  ithn 
been  suggested  that  the  same  thing  might  bo  true  in  transmitting tlis 
pow(>r  from  tlie  low-})owered  Diesels  to  the  shaft.  It  is  an  exneri- 
nuMU ;  1  li()p(^  it  succ(^eds.  But  the  interesting  thing  is,  Mr.  Cnair- 
man,  that,  though  announced  a  yoar  ago,  there  is  no  Diesel  electric 
drive  sliip  running,  and  I  understand  no  Diesel  electric  drive  ship 
under  construction. 

Now,  genth^nen  of  the  committee,  by  the  time  you  have  got  voar 
exp(»rinients  (h^veloped,  two  or  three  years  will  have  gone  by:  the 
comnu^rco  of  the  world  will  be  established  on  other  people's  sh^B 
to  a  certain  extc^nt,  to  a  lar^o  extent  I  will  add,  and  ^villbeoutofoff 
hands  and  we  will  be  out  of  tlie  race.  These  Diesels  are  proved  thii^ 
It  is  just  like  the  Babcock  and  Wilcox  boiler,  or  the  triple  expansion 
engiiH\  or  any  of  the  types  that  were  advanced  in  the  nineties  and 
eighties  and  which  are  now  going  into  obsolescence. 

Th*^  l)ies(d  engine  in  1017  was  a  proved  commercial  success. and 
those  21  shi[)s,  a  photograph  of  which  I  left  here,  pn>vc  it:  as  the 
oth(M'  100  now  in  existence  demonstrate  it  every  day. 

When  ])eopl(^  come  to  you  and  tell  you  the  Diesel  is  an  experimental 
matter  1  ask  you  that  you  sliowtlumi  these  21  ships,  and  ask  thomu 
thcv  have  read  the  re])orts  of  trips  that  are  given  by  the  Dmiist^ 
Asiatic  Co.,  which  rej)orts  they  give  out  and  are  glad  to  give  out 
Ask  if  they  luive  seen  th<>ni,  and  have  noted  the  tremeiulous savwg 
and  economies  in  operation  annually.  The  Danish  East  Asiatic v^ 
is  onc^  of  the  most  ])rosj)erous  steamship  companies  in  the  wjiW 
and  lias  Ix^'ii  siiice  the  beginning  of  the  use  of  these  motor  s-wp- 

Tli(»  Cfiaihmax.  Can  not  you  understand  that  the  new  a^i^^^^^^^^J^ 
tiou  coming  into  the  Shi])ping  Board  upon  your  retirement.  ™^ 
contracts  havin^];  Ixm'II  awarded  for  hundreds  of  ships,  wittv  *  r 
under  construction  already  requisitioned,  with  ships  in  the  >^^**I^ 
the  high  seas  connnandeenul,  with  arrangements  having  be^"^^^  - 
for  tlic  cessation  of  bridge*  Imilding  and  of  building  operati^^^^ 
erallv  exce])t  where  absolutely  necessary,  with  the  steel  siipj>^-^ 
tically  diverted  toward  shipbuilding  operations,  with  all  tl^i^^^i 
builders  of  the  country  arranged  with  for  the  construction  ^^^^ 
entwines 

M\\   Dexman   Cmievpo>\\\V;V  \\uV  V\\\\  \,\v^  Diesel  engine 
at  that  time,  Mr.  C\\amwx\i\. 
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Chairman  (continuing).  With  the  steam  engine  builders 
been  arranged  ^ith,  or  contracts  having  been  entered  into 
?m,  -wiih  the  great  emergency  which  confronted  the  board, 
*y  would  naturally  hesitate  about  departing  from  that  pro- 
id  entering  upon  a  new  line  of  engine  construction  using  a 
D  fuel. 

)enman.  They  were  not  departing  from  my  program.  You 
ribing  things  that  I  handed  over  to  them,  and  a  part  of  that 
;  contract  w^hich  was  not  signed ;  nor  were  the  f aciUties  com- 
red,  and  it  would  not  have  interfered  with  any  building  of 
ips. 

)hairman.  The  contract  was  not  signed  because  you  had  not 
which  way  you  would  do  it,  had  you  ? 
)enman.  It  was  not  signed  by  my  successors  because  they 

decide 

^airman  (interposing).  No.  it  was  not  signed  by  you,  you 
on  yesterday,  because  you  were  debating  whether  you  would 
ideer  the  plant  or  whether  you  woufd  have  it  done  xmder 

►enman.  That  is  quite  correct. 

'hairmax.  Well  now,  you  had  not  decided  that  matter  ? 

>EXMAN.  Well,  I  had  had  it  two  days. 

"hairman.  You  took  two  days  to  decide  ? 

)enman.  No;  I  say  I  had  two  days  or  maybe  three.     The 

hat  the  project  was  decided  on  and  was  handled  over  to  our 

>rs  with  the  rest  of  our  projects.     The  British  were  building 

iring  the  war,  and  woula  have  had  a  tremendous  fleet  if  they 

used  all  their  Diesel  plants  for  building  submarines;  and  they 

)le  to  translate  then*  Diesel  factories  for  land  engines  into 

actoiies  for  submarines,  which  engines  for  the  latter  iLse  are 

implicated  than  the  other  engines — and  they  did  this  during 

r  middle  of  the  war,  when  she  was  almost  starving. 

L'hairmax.  Did  the  Navy  build  any  Diesels  for  submarines? 

)exman.  Yes,  sir;  two  of  these  factories  I  mentioned. 

^lAiRMAN.  Built  Diesel  engines  for  submarines? 

)exman.  I  think  they  did.     But  I  would  prefer  for  the  Navy 

i  that. 

Chairmax.  I    am   asking   only   for   your   knowledge.     You 

iMy  have  made  a  careful  study  of  this  problem  and  I  am  asking 

tiave  inquh-ed  or  if  you  know  whether  the  Na\'y  built  any 

►repelled  submarines  or  other  craft  during  the  war,  or  made 

ls  tor  them  wit  h  Diesel  engine  builders. 

^EXMAX.  Yes;  Mr.  Chairman,  it  did. 

^HAIRMAX.   It  did? 

^EKMAX.  Yes. 

-HAiRMAX.  It  might  well  be,  Mr.  Denman,  that  your  suc- 
w^ent  into  this  same  question  that  you  have  got  up,  to  the 
making  a  decision  upon  it,  and  in  the  exercise  of  good  faith 
Use  of  their  sound  judgment  deteimined  that  it  should  have 
ayed. 

BixMAX.  That  might  have  been  but  it  w^as  not  a  fact. 
tiAiRMAX.  What  IS  the  fact? 

BiNMAX.  The  fact  is  that  after  I  came  on  in  January  and 
3  Mr.  Hurley  of  our  discussion  on  the  previous  July  and 
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August,  that  he  had  forgotten  that  there  was  a  contract  offered  ii 
wondered  whether  it  was  in  the  files  and  sent  down  and  gol  i 
Now,  I  have  no  doubt — and  I  am  not  criticizing  the  good  faith 
those  gentlemen.  The  last  thing  in  the  world  I  want  to  do  is 
criticize  Mr.  Hurley's  good  faith.  When  we  had  up  the  fight  on  t 
Cunard  ships  he  was  with  us.  Hurley  has  been  right,  but  he  did 
know  anything  about  shipping.  All  he  has  done  on  Diesels  is  to  U 
out  journalistic  articles  praising  them — I  call  them  journalistic  ers 
and  not  real  ships. 

The  Chairman.  He  had  not  signed  the  contract  in  January? 

Mr.  Denman.  No. 

The  Chairman.  Did  you  follow  it  up  ? 

Mr.  Denman.  I  did  not  follow  it  up.  I  have  no  interest  in  it  i 
except  as  a  citizen,  and  I  could  not  nang  on  and  press  Mr.  Hur 
besides,  it  would  be  unbecoming  in  the  case  of  a  man  who  had 
the  service  under  the  circumstances  I  had  left  it,  to  be  butting 

The  Chairman.  Did  Mr.  Hurley  advance  any  reason  why  it 
not  gone  through  with  ? 

Mr.  Denman.  Yes;  because  they  were  not  shipping  men. 

The  Chairman.  1  am  referring  to  the  visit  oi  January  when 
say  he  found  the  contract  when  you  asked  him  about  it. 

^Ir.  Denman.  I  assume  he  found  the  contract. 

The  Chairman.  I  understood  you  to  say  he  sent  and  got  the 
tract. 

Mr.  Denman.  I  so  understand.  I  was  told  by  some  memhei 
the  l)oard  afterwards  that  they  got  the  contract  and  discussed  i 
that  time.  The  Delaverne  plant  was  engaged  in  manufactu 
steam  engines,  and  I  understood  that  the  thing  w€is  dropped  in 
general  mess  that  arose  out  of  shipping  accounting  and  other  ( 
culties. 

The  Chairman.  Mr.  Denman,  when  we  adjourned  on  yestcr 
you  wore  proceeding  to  discuss  another  matter. 

Mr.  Denman.  I  was  speaking,  Mr.  Chairman,  of  the  hysteria 
swept  over  Washington,  almost  Anglomaniac  in  character.  At 
time  and  prior  to  the  time  of  the  arrival  of  the  British  Mission 
the  propaganda  against  the  Diesel  had  already  begun.  I  have 
something  of  hysteria  in  my  lifetime.  I  started  out  with  it  wh 
was  a  football  manager,  and  have  seen  college  crowds  almos 
crazy.  1  have  seen  Central  American  mobs,  and  was  through 
great  fire  in  San  Francisco  and  the  hysteria  and  the  depression 
f()ll()\v(Hl  it.     The  situation  in  Washington  paralleled  these  thing 

I  spoke  on  yesterday  of  the  political-mmdcd  tj'pe.  Men  of 
typc^  ran  with  the  popular  movement  of  the  time.  I  spoke  ol 
hysteria  at  tea  tables:  1  attended  no  tea  tables  myself,  but 
gossi|)  and  the  spread  of  tlie  doctrine  went  all  through  those  ci 
and  elsewhere. 

Now,  gentlemc^n  of  the  committee,  the  reason  why  Great  Br 
did  not  want  us  to  build  Diesels  is  contained  in  my  statement, 
were  planning  for  them,  were  building  them  during  the  war,  an< 
builchng  tliis  great  number  of  vessels  now.  They  got  the  Meso] 
mian  oilfiekls  out  of  the  \'ersailles  negotiations — subseauently  the 
but  through  the  plans  laid  there.  They  were  a  coal-DumiB^  ni 
at  that  time,  and  prior  to  the  acquisition  or  prospective  acquisiti 


F, 
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B  oil  fields  they  were  not  seeking  to  develop  anything  in  regard  to 
>il-buming  vessels. 

spoke  on  yesterday  of  the  Cunard  ships  as  illustrating  the  type 
Lfficulty  that  we  encountered  in  Washington.  Now,  there  was  a 
greement  in  the  board  regarding  the  Cunard  ships.  Mr.  Stevens 
ted  to  turn  them  back.  He  did  not  know  that  tne  President  had 
ructed  me  to  get  them.     There  were  30  members  of  the  Congress 

knew  it,  because  the  whole  matter  was  discussed  in  the  White 
ise  conference,  at  what  I  called  the  only  union  war  conference  that 

had  diudng  tne  war. 

J.  CoNNALLY.  Why  didnH  Mr.  Stevens  know  it  ?  He  was  a  mem- 
of  your  board,  wasn't  he  ? 

[r.  Dexman.  He  had  started  his  opposition  to  it  before  I  had  com- 

licated  to  him  the  President's  desire.     In  that  connection  I  would 

that  what  we  all  wanted  to  do  with  regard  to  the  Cunard  ships 

to  get  them  back  without  public  knowledge  of  it;  and  my 
ointment  as  conferee  with  the  British  commission  was  discon- 
ted  from  my  office  as  chairman  of  the  board.     My  negotiations 

\x  them  were 

It.  Connally  (interposing).  You  were  acting  in  a  dual  capacity, 
I  sort  of  diplomatic  representative  and  also  as  chairman  of  the 

ping  Board,  is  that  it  ? 

r.  Denman.  Whether  you  call  it  diplomatic  or  not  it  was  in  con- 
tion  with  getting  ships.  I  was  chairman  of  the  Sliipping  Board: 
fact,  I  had  three  positions,  you  might  say,  at  that  time:  First,  I 
J  a  conferee  working  in  connection  with  the  British  mission,  which 
ted  several  weeks;  second,  I  was  chairman  of  the  Committee  on 
tional  Defense,  made  up  originally  of  shipping  men  of  New  York, 
h  whom  I  spent  a  very  large  portion  oi  my  time;  third,  I  was 
dnnan  of  the  Shipping  Board.  I  was  instructed  and  desiring  to 
rdinate  all  those  avenues  of  activity  affecting  ships, 
am  not  criticizing  Mr.  Stevens,  because  he  was  sincere  in  his  point 
new.  I  am  not  going  into  that.  I  am  merely  pointing  out  the 
iculties  that  arose  there.  Mr.  Stevens  brought  us  a  great  many 
1,  brought  to  our  employment  a  great  many  good  men — Mr. 
3ph  Cotton,  among  others,  a  very  able  lawyer,  and  now  one  of  the 
lers  of  the  New  1  ork  bar,  in  Mr.  McAdoo^'s  firm.  On  the  whole 
nade  many  contributions  to  the  work  of  the  board.  I  am  merely 
ng  to  ^ve  you  a  picture  of  the  situation.  Speaking  again  of  Mr, 
rens,  his  work  with  the  labor  group  was  excellent.  Ihese  ques- 
ts I  mention  are  merely  disagreements  as  to  policy. 
[r.  Conxally.  Pardon  me,  but  I  was  not  mquiring  about  Mr. 
irens.     I  do  not  know  him  and  do  not  care  anything  about  him, 

was  wondering  why  he  as  a  member  of  the  board  was  not  told 
you  about  this. 

ir.  Denman.  Evcry^thing  leaked  in  that  board. 
fr.  Connally.  Except  that. 

It.  Denman.  No;  I  say  that  everything  that  I  told  in  that  board 
ked.  We  were  trying  to  prevent  a  public  controvei*sy  over  the 
lard  ships,  and  to  get  them  back  without  having  the  newspapers 
iduct,  possibly,  a  fight  on  Great  Britain  while  we  were  going  to 
•  with  tier  as  an  associate  if  not  as  an  ally.  As  a  matter  of  fact, 
i  veiled  way,  the  whole  question  of  the  Cunard  ships  was  voted 
in  the  Senate,  and  there  it  was  verj^  carefully  kept,  although  the 
U  of  the  resolution  was  a  very  obvious  thing,  and  ^%a  ^3ft^\.^dL 
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bv  a  vote,  T  think,  49  to  7  or  8  in  the  month  of  Mav,  1917,  and 
policy  I  advocated  was  supported. 

The  Chairman.  Did  you  as  chairman  of  the  board  approved 
phin  to  build  concrete  ships? 

Mr.  Denmax.  No:  that  question  did  not  come  up  in  my  tii 
There  had  been  a  discussion  of  concrete  ships,  but  it  had  not  got 
to  a  definite  proposal. 

The  CirAiRMAN.  Xo  contracts  were  signed  while  you  were  cllli^] 
man  for  concrete  ships  ? 

Mr.  Dexmax.  Xo:  not  only  were  no  contracts  signed  but 
proposals  were  made  to  us. 

'ihe  Chairman.  Did  you  take  up  the  question  of  composite shipst 

Mr.  IKnman.  I  did  not  personally. 

The  Chairman.  Were  any  contracts  signed? 

Mr.  Denman.  Yes,  sir:  there  were  contracts  signed,  that  is  t^ 
say,  as  an  experiment.  The  composite  ship  involved  the  use  of  I 
certain  amount  of  steel,  and  it  was  a  question  whether  or  not  the 
gain  in  wood  that  was  put  on  tlie  vessels  overcame  the  risk  in  attempt- 
ing to  fast(»n  wood  and  steel  together.  You  see  you  have  diverse 
mat«*rials,  and  fastenings  suitable  for  wood  might  not  be  suitable  for] 
ste(»l.  "^'ou  have  to  run  a  rivet  through  both  the  wood  and  thestwl 
in  that  type.  1  understand  that  the  ships,  as  an  emergency  propo- 
sition, were  fairly  successful. 

The  Chairman.  Did  you  have  any  advisers  or  unofficial  assist- 
ants from  the  shij)ping  world  with  whom  the  board  consult^  » 
th(Ne  various  problems  came  up  before  it  during  your  administra- 
tion t 

Mr.  Dexman.  I  was  the  chairman  of  the  sliipping  committee  of 
the  Council  of  Xational  Defense,  and  I  had  many  consultations  with 
those  ;Lr<'ntlemen,  and  they  were  very  helpful.  They  knew  the  game, 
and 

TJie  Chairman  (interposing).  I  asked  you  if  you  had  any  unoffi- 
cial advisers  of  shipping  men  with  whom  you  consulted  as  these 
various  probh^ns  came  up  before  the  board. 

Mr.  l)i-  XMAX.   I  am  speaking  now  of  those  men. 

The  Chairmax.  Were  they  shipping  men  ? 

^fr.  Dexmax.  Allof  them  were  shipping  men. 

TIk^  Chairman.  vSo  you  did  have  them  ^ 

Mr.  Dexmax.  Oh,  ves:  I  presume  I  had  the  strongest  group  in  Oi* 
United  Stat(»s. 

Tlic  Chairmax.  Did  you  discuss  the  question  of  this  Diesel  eng%^ 
with  tliein  { 

Mr.  Dexmax.  All  tliose  men  agreed  that  the  Diesel  was  advisal> 
The  sper'ilic 

The  Chairmax  (interposing).  Can  you  give  us  the  names  of  so^ 
of  them  { 

Mr.  Dkxmax.  Mr.  P.  A.  S.  Franklin;  Mr. — I  can  gi^e  vou  a  list 
that  c(>!nniitte(\  but  the  snecific  men  who  had  had  Diesel  experi^ 
among  tliem,  1  (h)  not  recall. 

Th(^  Chairmax.  Xo;  1  am  not  talking  about  men  who  had  fc 
Diesel  (v\perienc(^  or  anytlung  else.  I  want  to  know  if  you  asch:=- 
man  of  the  wShij)ping  Board  had  the  benefit  or  the  opportunity  of  c" 
suiting  with  practical  sliipping  men,  and  if  you  did  consult  with  th- 

Mr.  Dp:nman.  I  consulted  d«^x  viltQi^  d«L.Y 

The  Chairman  (intcrposingV    C«L\\\\oVYwx^\N^>Y^>(kv^\x\!^^^^ 
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jr.  Denman  (continuing).  And  I  consulted  with  thorn  many  tim 

ight.     I  was  going  to  give  you  the  names,  but  you  restricted  n 

answer.  . 

e  Chairman.  No;  I  said  in  the  various  problems  that  came  b 

the  board  did  you  consult  these  shipping  men  of  practical  exp 

ce.     I  did  not  restrict  your  answer. 

r.  Dexmax.  Mr.  P.  A.  S.  Franklin,  Mr.  Raymond,  Mr.  Sherma 

tihe  Grace  Co.  and  the  Pacific  Mail  Co.;  Mr.  Bull  and  Mr.  Munsc 

the  West  Indies  and  the  South  American  trade.     There  was  a  ge 

^  an  from  the  Standard  Oil  fleet,  but  1  have  forgotten  his  nam 

ill  think'of  it  in  a  moment. 

The  CiiAiKMAN.  Was  Mr.  Luckenbach  of  the  Luckenbach  line  oi 

trhose  whom  you  consulted  ? 

Jtfr.  Dex'max.  Yes:  Mr.  Luckenbach  came  to  us,  and  I  rememb 

"V'ere  particularly  indebted  to  him  in  tlie  matter  of  personnel.     ^^ 

two  or  three  men  proposed  that  Mr.  Luckenbach  gave  us  the  hi 

of  and  saved  us  making  oi\e  bad  break  in  employment.     M 

l-ckenbach  had  had  a  very  stiff  oxporioiice — he  was  outside  of  tl 

ude  group  in  New  York,  had  been  an  independent,  and  had  learn( 

"ipping  economy  under  the  fiercest  competition.     As  I  say,  I  did  m 

ow  the  inside  of  the  New  York  shipping  world,  and  those  gentlem( 

1 1  consulted  with  were,  manv  of  them,  or  at  least  some  of  ther 

up  with  British  interests.     My  ophiion  of  those  men  was  that 

oy  could  have  been  free  from  that  influence,  as  they  would  lik( 

nave  been,  and  could  have  run  their  ships  as  they  wished,  the 

3uld  have  run  them  strictly  ^Vmerican. 

Take  Mr.  Franklin,  who  was  the  head  of  tlie  International  Mercanti 
Arine.     That  was  a  parent  company,  owning  all  or  nearly  all  tl 
"tock  of  three  or  four  English  fleets  owned  by  English  corporation 
XJuder  a  wise  provision  of  the  English  law,  from  their  standpoint,  the  d 
-sectors  of  those  corporations  had  to  be  P^nglishmen ,  and  during  the  wj 
Tiad  to  be  pei-sons  agreeable  to  the  Central  Ship  Control.     Mr.  Frankli 
''^Rranted  to  get  those  ships  out  and  make  it  an  American  company.      A 
that  time  he  was  beinj:^  bitterly  attacked  by  various  people,  as  beir 
tied  up  with  the  British.     To  mention  Franklin  in  connection  wit 
^^ures  in  the  Congress  at  one  time  would  have  instantly  suggestc 
*-oriti*jh  connection.     But  so  far  as  his  work  with  me  was  concerned 
^  tho  advice  that  I  got  fi-om  him,  Mr.  Franklin — and  I  analyze 
^H  he  said  closelv — was  never  un-American. 


H 


"    f 


pin  ^^^  I  repeat,  as  I  did  not  know  the  inside  of  the  New  York  shi] 
jS'^^ganization  I  had  to  proceed  very  cautiously. 
Jt       ^hairmax.  Was  there 
^S'  XJexmax.  Xo. 
j^/^^  Ch.virmax.  Didn't  Mr.  Baker  know  it? 


anvbodv  on  the  board  who  did  know  it 


thrvcT*^"*-'^^  in  the  South  American  trade,  but  Mr.  Donnld  did  not  kno 


rger  men  in  th<i  shipping  world.     I  rememl)er  (mce,  whe 
^^mmittee  came  to  my  office,  o*  Mr.  Donald  asking  me  to  poii 


_^^  1^  \^  certain  well  known  shipping  m(»n  were  in  the  group.     So 
biiff  v?l^^Pl^s3  except  as  I  was  able  to  discover  for  myself  the  situatio] 


'TJn  ^  ^^^^  tiine  I  left  I  was  pretty  familiar  with  the  situation. 
Coi-r^^    Chairmax.  Did  you  have  any  official  of  tho  Board  or  Flee 


T^o.  ^ 


tioD  whose  duty  it  was,  before  a  yard  vf«v^  ei'5»>\,«k.\iVkatifcd^  \ 
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visit  the  proposed  site  and  report  back  to  the  Board  or  the  F 
Corporation  before  the  contract  was  signed? 

Mr.  Dexman.  I  understand  that  Gen.  Goethals  had  such  ins 
toi-s.     I  myself  was  not  familiar  with  it. 

The  Chairman.  Did  vou  make  sure  that  that  was  donel 

Mr.  Dexman.  I  did  nothing  in  the  way  of  interfering  witl 
inquiring  into  the  activities  of  Gen.  Goethals,  and  I  agreed  whe 
came  there  that  he  should  have  absolute  control  of  the  detai 
manufacturing  ships.  And  that  is  the  way  it  should  have  bem 
the  responsibility  should  have  rt^ted  there.  It  was  impossibl 
mo  to  enter  into  all  those  matters  of  policy,  to  conduct  all  tne  diff 
negotiations,  try  to  coordinate  shipping  as  a  living  enterprise 
also  attempt  to  manufacture  ships. 

The  Chairman.  Would  you  call  that  a  question  of  detftil 
whether  a  new  yard,  a  new  plant,  was  to  be  established? 

Mr.  Dexman.  In  the  mass  of  the  business,  yes.     If  we  hat 
one  yard  already  existing,  or  one  proposed  new  yard,  and  we 
building  hnlf  a  dozen  ships,  and  there  were  any  policies  to  be  t 
lished,   I  of  course  would  have  followed  that.     But  in  the 
expansion  all  that  was  turned  over  to  the  general  manager, 
matter  of  fact,  Mr.  Chairman,  if  we  could  have  gotten  the 
Island  question  out  of  the  way,  and  the  Diesel  project  started. 
Goethals  would  have  been  as  independent  of  interference  < 
board  as  Mr.  Schwab  believed  when  he  became  director  ge 
I  was  responsible  for  the  Emergency  Fleet  Corporation  as  ( 
guislied   from  its  general  manager,  receiving   the  power  fror 
President  to  build  ships,  and  it  was  my  intention,  as  soon  i 
Diesel  and  great  fabricating  question  was  out  of  the  way 
kn(^w  the  d(»tails  so  that  I  could  explain  them  to  the  C/Ongross 
we  sliould  liave  nothing  more  to  do  with  the  details  of  constru 
and  the  general  manager,  as  director  general  of  shipping,  shoi 
made  personally  responsible  and  have  the  power  and  the  full 
to  carry  out  the  program.     I  believe  in  that  method.     I  beii» 
placing  individual  responsibility  and  keeping  your  hands  off. 

Tlie  Chaikmax.  You  felt  that  when  a  contract  came  up  t 
recommended  by  Gen.  Goethals  for  the  establii-'hment  of  a  m^ 
at  a  j^oint  where  no  shipping  activities  had  ever  before  occ 
that  all  you  net^d  look  for  was  the  signature  of  General  Goeth' 
you  to  sign  the  contract  ? 

Mr.  Dexmax.  Yes;  and  for  the  reason  that  we  never  would 
gottcui  the  efforts  that  we  did  get  if  we  had  not  put  ways 
ways  had  nevc^r  existed  before;  in  some  places,  in  ports  of  other 
wh(»ro  ships  had  never  been  built  before. 

Tlio  Chairmax.  iVnd  don't  you  know  thit  you  put  ways 
ways  had  never  existed  before  and  that  you  never  got  a  si 
them  ? 

Mr.  Dexmax.  I  do  not  know  that,  but  I  imagine  quite  likel 
hap]>ened. 

The  CiFAiRMAN.  What  advantage  could  that  be  in  the  build 
this  great  fleet  ? 

Mr.  Dexman.  No  more  advantage  than  the  gimpowder  ^ 
after  the  war  was  over.  If  you  want  to  call  it  a  brealc,  it  was 
the  breaks,  or  one  of  the  cases  of  unsuccessful  attack  in  the 
building  program.  It  is  just  as  any  attack  in  the  war  migh 
been  unsuccessful,  as  maivy  oi  \\vciiv^et^,^V<5i\v\!DkaAfe\sY  the  ti 
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le  Chairman.  Didn't  you  have  some  well-established  policy  as 
:xe  establishment  of  new  shipbuilding  plants,  as  to  where  they 
Id  be,  and  the  number  of  ships  that  were  to  be  constructed,  and 
number  of  ways  to  be  built?  Now,  of  new  plants,  I  mean; 
/t  you  have  some  general  broad  policy  along  that  line? 
r.  Denman.  Yes;  I  think  Gen.  uoethals  had  the  general  broad 

yy  of 

be  Chairman  (interposing).  I  mean,  didn't  you  as  chairman  of 
Shipping  Board,  and  the  Shipping  Board  itself,  before  it  got  to 
.  GoethSs,  before  this  particular  discretion  was  turned  over  to 
,  have  some  particular  policy  under  which  new  shipbuilding  plants 
B  to  be  established  and  the  matter  as  to  their  location  laid  down. 
[r.  Denman.  There  was  a  broad  policy,  but  the  power  was  alio- 
5d,  Mr.  Chairman,  to  the  Emergency  Fleet  Corporation,  and  not 
he  Shipping  Board. 

"he  Chairman.  What  was  the  broad  policy  of  the  Shipping  Board 
a  reference  to  the  construction  of  new  shipbuilding  plants  ? 
[r.  Denman.  To  construct  new  shipbuilding  plants  wherever  the 
uiical  investigation  indicated  that  we  might  established  a  plant, 
the  labor;  and,  better  than  that,  get  the  managerial  energy  and 
acity  to  assemble  the  superintendents  and  draftsmen,  because 
fting  is  an  essential  thing  in  beginning  ships — and  particularly  to 
I  labor  that  was  adaptable  to  the  building  of  the  class  of  ships  to 
built.  For  instance,  in  building  wooden  ships  it  is  desirable  to 
as  near  as  possible  men  who  are  experienced  m  handling  timbers, 
n  though  they  may  never  have  slimg  an  adz  in  a  ship's  hull  or 
&  yard  where  timbers  for  ships  are  prepared;  to  get  loggers  and 
Imen  familiar  with  handling  large  timbers  is  more  desirable  than 
achers  and  unskilled  labor  of  various  kinds,  which  finally  had  to  be 
ited. 

The  Chairman.  Did  you  ever  decline  to  sign  any  contract  that  came 
jrour  desk  with  Gen.  Goethals's  approval  ? 
klr.  Denman.  No.     I  asked  for  modification  in  some  cases. 
Phe  Chairman.  Did  you  ever  ask  Gen.  Goethals  to  recommend 
bo  approve  contracts  which  you  or  the  members  of  this  committee 
I  disapproved  of  ? 
fr.  Denman.  No. 

!Tie  Chairman.  Did  you  in  any  way  yourself,  or  by  request  of 
ers,  attempt  to  influence  General  Uoethals's  decision  in  the  rec- 
nendations  he  made  as  to  the  awarding  of  contracts  ? 
It.  Denman.  No;  Mr.  Chairman,  and  I  have  not  done  it  since  in 
maritime  practice,  which  has  brought  me  in  contact  with  many 
ds  since  I  left  the  Shipping  Board.  I  have  made  no  attempt  at 
'  time  to  secure  any  contracts  for  any  clients  of  mine, 
lie  Chairman.  Were  you  president  oi  the  board  when  the  ques- 
1  of  the  Austrian  ships  came  up  ? 

fr.  Denman.  Yes;  but  my  connection  with  that  was  not  as 
sident  of  the  board,  although  I  was  president,  and  I  was  chosen 
that  reason.  I  was  the  direct  agent  of  the  President,  and  he  had 
pecial  fund  given  him  by  the  Congress,  which  was  used  for  that 
pose. 

ne  Chairman.  Well,  the  board  passed  on  the  question  of  the 
;trian  ships,  did  it  not? 
£r.  Denman.  No,  sir;  it  had  nothing  to  do  with  them. 
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The  Chaikmax.  The  Shipping  Board  did  not? 

Mr.  Denmax.  No. 

The  CiiAiRMAx.  Do  you  know  whether  or  not  the  minutes  of 
vShippin^  Boanl  show  that  it  participated  in  the  question  of 
disposition  of  the  Austrian  ships? 

Mr.  Dknman.  You  are  speaking  of  disposition  now.  I  wassj 
iw^  of  the  purchase.  The  disposition  of  the  Austrian  ships 
made  after  I  h^ft. 

The  C'liAiHMAX.  Well,  do  you  know  whether  or  not  the  minutei 
the  Shipping;  Board  show  that  it  participated  in  the  acquisition 
the  Austrian  ships  ( 

Mr.  Df.nmax.  No;  they  do  not,  Mr.  Chairman.  If  you  want 
whoh'  ston' 

The  CiiAiuMAX  Gnterposing).  I  am  asking  you  now  \ihether 
niiimtes  of  the  hoard  disclose  that  the  Shipping  Board  participate 
in  the  ni^jrotiatioiis  or  the  dealings  had  with  reference  to  the  aciji* 
tion  of  the  Austrian  ships. 

Mr.  Dknmax.  I  can  say  no,  the  minutes  do  not  show  that,  hectml 
the  Shipping  Board  did  not  have  anything  to  do  with  the  acquiil 
tion  of  the  Austrian  ships.  But  the  Shipping  Board  had  had  nego-l 
tiations  prior  to  that  for  their  charter,  but  the  board  itself  bidi 
nothing  to  do  with  their  purchase.  That  was  a  new  plan  proposed  J 
l)y  the  Presid(Mit  and  carried  out  by  Mr.  Baruch  and  myself. 

Tli(^  (  iiAiuMAN.  Didn't  you  appear  before  the  War  InJu^trieBi 
Board  as  cliainnan  of  the  Shipping  Board  in  the  matter  of  the 
acquisition  of  the  Austrian  ships  ^ 

Mr.  Denman.  No:  I  appeared  ])eforo  the  CouncU  of  National 
Defens(\  at  their  request,  to  make  suggestions  as  to  where  we  cooM 
got  tonnagi^  for  immediate  use.  And  at  that  time  it  was  contemplated 
that  we  woidd  enter  into  chartering  arrangements  with  the  Ameri- 
can purchasers  of  the  Austrian  ships. 

Th(^  CuAiKMAx.  Didn't  you  appear  before  the  War  Trade  Board, 
as  chairman  of  the  Sliipping  Board,  in  that  connection? 

Mr.  Dknmax.  It  was  organized  after  that  time. 

The  Chaiumax.  The  War  Trade  Board  was  not  then  organized? 

Mr.  Dkxmax.  Xo.  sir. 

The  C'liAiuMAX.  TluMi  this  is  a  fourth  capacity  in  which  you  ap- 
j)eared  while  you  were  chairman  of  the  board.  One  was  as  chair- 
man of  th(*  connnittee  of  the  Council  of  National  Defense,  andtha 
otlieis  wore  as  rei)resentative  of  the  President  in  connection  vitk 
tlie  Cunard  contract,  and  chairman  of  the  Shipping  Board,  and  then 
you  also  a|)})eared  in  another  capacity  with  reference  to  the  acquisi- 
tion of  th(^  Austrian  ships. 

Mr.  Dknmax.  That  is  correct:  although  the  Cunard  matter  ^'«s 
under  way  by  me  before  I  got  the  President's  indorsement  of  «^h«t 
I  ])urp()sed  to  (h). 

The  (iiAimiAx.  Undertaken  on  your  own  account? 

Mr.  Dknman.  Yes;  a  function  in  a  war  way. 

Tlie  Chairman.  As  representing  any  particular  interest? 

Mr.  Dknmax.  I  do  not  think  I  thought  much  about  that;  I  wanted 
to  get  shi|>s. 

Tlie  Chairmax.  For  whom  ? 

Mr.  Dknman.   For  the  United  States. 
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and  those  wore  shipping  problems,  and  that  rather  than  have  tiie 
entire  board  act  upon  the  matter  the  President  asked  you  to  cm 
out  the  negotiations  ? 

Mr.  Dknman.  That  is  correct. 

The  Chairman.  They  were  shipping  problems,  were  they  noil 

Mr.  Den  MAN.  Oh,  the  Austrian  ships  were  a  splendid  addition  to 
our  fleet. 

TJie  Chairman.  In  none  of  these  other  capacities  did  you  mm 
any  aj)pointment  or  commission  actually  signed  by  the  Presidcntl 

Mr.  Dknman.  I  received  notification  from  the  State  Departmait 
in  connection  with  the  conferences  on  ships,  but  what  communkt- 
tion  passed  between  the  President  and  tnis  department  I  do  Mi 
know. 

Tlie  Chaikman.  Mr.  Denman,  you  never  received  any  appoiat- 
ment  or  commission  signed  by  the  President  designating  you  is 
commissioner  or  conferee  or  anything  else? 

Mr.  Dknman.  I  did  not  receive  it;  no;  not  in  the  sense  of  having 
liad  luuided  to  me  a  paper  with  the  signature  of  the  President  therwn  1 

Tli(»  Chairman.  Did  you  make  the  appointments  of  the  varioM  ' 
oflici.ils  of  the  board '^ 

Mr.  Dknman.  No:  I  made  no  appointments.  I  had  no  jwwer  to 
do  so. 

Th(^  Chaikman.  Who  had  the  power? 

Mr.  Dknm.vn.  Tlie  board. 

Thi>  Chaikman.  Did  you  sign  the  commissions  for  the  variow 
appointees  of  tlie  board? 

Mr.  Dknman.  My  recollection  is  that  the  only  thing  we  did  was  to 
pass  a  rcs(4utiou  by  the  board. 

Tlie  Chaiijman.  Who  appointed,  for  instance,  the  stenogntpheisto 
the  board;  did  you  apj)()int  them? 

Mr.  Dknman.  Y(«s;  tliey  were  all  appointed  by  resolution. 

The  Chvikman.  And  as  ])resident  of  the  Emergency  Fleet  Coiport- 
tion,  how  w(Me  tlu^  oilicials  of  that  oi^anization  appointed? 

Mr.  Dknman.  Bv  (W^n.  (loethals. 

TlicCn.MKMAN  You  mnde  no  appointments  to  the  Fleet  Coipo- 

Mr.  Dknman.  None  whatsoever. 

Tlic  Chvikman'.  Did  you  ever  ask  that  anybody  be  appointed  in 
that  o:sr;ini?:;Uion  ? 

Mr.  Dknman.  Xo.  There  was  a  question  as  to  whether  Mr. 
Eiisiis  sliould  remain  with  our  organization  or  should  go  witli(Teii. 
(icM'tlials  and  (ren.  Gocthals  and  1  had  some  discussion  over  that 
matter  and  I  said  it  was  for  him  to  d(5cide,  but  that  I  thought  Ea>t» 
would  l)i»  useful  to  him.  Tht»y  ultimately  had  a  disagreement  and 
Kusiis  left  the  Kmerjj^rMicv  Fleet  Corporation  and  remained  an  eni- 
]»loyec  of  the  Shipj)inir  Bt>ard,  and  he  Imally  devised  that  scheme 
for  cuttinjj:  vessels  and  <;etting  them  out  of  the  Great  Lakes.  l^J 
hv  devised  it ;  I  mean  he  jxM'fected  it.     It  was  well  kno\m  at  the  time. 

The  CiiAiiiMAN.  If  (len.  (ioethals  was  vested  with  this  broad  (fe- 
cr(tion  with  n^ft^rence  to  the  (establishment  of  new  plants  and  ne* 
yai'ds,  and  with  recommendinjj;  and  signing  of  contracts,  what  was 
there*  that  brought  the  Hog  Island  project  to  your  attention  and 
which  resulted  in  a  difference  of  opinion  between  you  and  the 
grnrml  ? 
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fr.  Denman.  The  magnitude  of  the  project  and  the  public  atten- 
that  it  occupied;  the  in^minence  of  our  demand  for  more  money, 
e  made  before  the  Congress,  and  my  obligation  to  appear  before 
fressional  committees.  All  that  we  desired  from  Gen.  Goethals 
a  more  complete  statement  as  to  the  project,  and  I  believe  if  we 
i  have  convmced  the  General  that  it  was  not  the  beginning  of  a 
8  of  invasions  of  his  prerogatives  that  we  would  have  had  no 
nilty  there. 

te  Chairman.  Have  you  some  questions,  Mr.  Foster  ? 
r.  Foster.  Nothing  further  than  the  one  I  inquired  about 
Brday.  I  want  to  ask  you,  Mr.  Denman,  if  during  the  time  you 
charge  of  the  contracts  the  Skinner  and  Eddy  contract,  in 
tie,  in  the  form  referred  to  yesterday,  came  up  ?  I  gathered  the 
rmation  out  there,  Mr.  Denman,  that  it  was  a  contract  peculiar 
different  from  others  in  that,  no  inspection  of  their  books  and 
unts  was  permissible  unless  they  haa  authority  from  the  home 
B  in  the  East.  I  thought  you  might  give  as  some  information 
>  how  such  a  contract  would  be  in  the  position  of  standing  out 
bself  as  to  this  provision  from  others  on  the  coast, 
r.  Denman.  My  impression  is  that  Skinner  and  Eddy  got  their 
ract  after  my  time,  and  if  it  was  after  my  time  I  would  not 

V. 

r.  Foster.  I  asked  you  because  you  referred  to  it. 

r.  Denman.  I  was  referring  to  something  entirely  different  from 

matter  of  expense  or  conditions  of  the  contract.     I  was  referring 

ar  efficiency.     I  know  nothing  of  the  details  of  that  contract. 

r.  Foster.  Who  would  know  about  that? 

r.  Denman.  You  can  get  a  copy  of  the  Skinner  and  Eddy  con- 

t. 

r.  Foster.  We  have  had  that,  but  who  would  know  of  the  con- 

>ns  existing  at  the  time  that  the  contract  was  made,  and  who 

d  explain  why  it  contained  a  different  provision  from  any  other 

ract  on  the  Pacific  coast,  which  provision  was  that  the  Unite'ii 

/Cs  district  auditor  had  no  right  to  look  at  the  books  until  he  got 

lority  from  the  office  in  Philadelphia.     Where  might  this  com- 

bee,  in  your  judgment,  go  to  find  the  situation  existing,  if  any 

•e  was,  to  warrant  that  kind  of  contract  standing  out  by  itself. 

Ir.  Denman.  If  Admiral  Capps  signed  that  contract  he  could  tell 

who  the  person  was  who  was  responsible  for  drawing  it  up. 
t  was  Admiral  Bowles,  ho  could  tell  you.  Those  were  the  two 
1  in  succession  in  charge  of  shipbuilding  after  Gen.  Goethals  left. 
Ir.  Foj^TER.  You  would  not  know  anybody  else  other  than  these 

men  ? 

[r.  Denman.  Those  were  the  men  who  were  responsible, 
r.  Foster.  Was  any  contract  made  with  Skinner  and  Eddy  while 
were  chairman  of  the  board  ? 

r.' Denman.  I  say  my  impression  is  that  it  was  after  my  time. 
^ot  recall  smiing  any  Skinner  and  Eddy  contract. 
'•  Foster.  That  is  all,  Mr.  Chairman. 
^  Chairman.  Any  questions,  Mr.  Connally? 
•  CoNNALLY.  I  want  to  ask  Mr.  Denman  one  or  two  questions, 
^onman,  this  controversy  that  arose  between  you  and  Gen. 
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Goethals  resulted  in  the  resignation  of  both  of  you  at  the  sam 
did  it  not  ? 

Mr.  Denman.  I  do  not  know  whether  it  was  the  controv 
not.  The  President  has  never  indicated  to  me  whether  it  \ 
controversy  with  Gen.  Goethals  or  what  it  was. 

Mr.  CoNNALLY.  Well,  both  of  you  resigned  simultaneously  I 

Mr.  Denman.  Yes,  sir;  simultaneously. 

Mr.  CoNNALLY.  My  object,  though  I  can  not  follow  it  up,  I 
you  probably  would  not  know,  or  what  I  was  wondering  wa 
why  there  was  no  decision  made  between  you  ? 

Mr.  Dexmax.  Because  there  was  really  nothing  to  decide. 

Mr.  Cox  X ALLY.  Very  weU.  You  spoke  about  Mr,  Stevens  be 
political  member  of  tne  board.  How  long  was  Mr.  St^jvens 
Doard  ? 

Mr.  Dexmax.  Mr.  Stevens  retired  from  the  board  just  prioi 
candidacy  for  the  Senate  in  the  State  of  New  Hampshire  in  t 
campaign.  He  was  on  the  board  from  about  the  18th  of 
1917.  When  I  sj>oke  of  him  being  the  politicfd  member  of  the 
— and  I  want  again  to  be  understood  as  not  treating  that  as  a 
derogation — I  mean  I  had  not  what  is  known  as  political  sensi 
Stevens  was  a  very  valuable  man  in  many  ways.  Despite  his  a 
on  the  Cunard  ships  he  was  sent  to  England  as  the  Snipping  ] 
representative  there. 

^Ir.  CoxxALLY.  Did  you  mean  by  the  term  '*the  political  nn 
that  he  was  not  a  practical  shipping  man  ?  That  is  really  wl 
meant,  wasn't  it  ? 

Mr.  Dexmax.  1  think  more  than  that.     He  had  a  certain 
political  sagacity.     For  instance,  he  wanted  us  to  ket^p  en 
securer  with  the  White  House  in  the  Boiling  appointment: 
wanted  us  to  ride  with  tbe  English  at  the  time  it  was  unpo] 
disagree  with  them.     He  was  a  man  who  sensed  the  general  prt 
political  conditions. 

Mr.  CoxxALLY.  You  spoke  in  your  testimony  of  the  mess  t 
result (h1  from  la(;k  of  a  i)roper  accounting  system.  What,  if  an 
was  done  during  your  aclministration  with  reference  to  out 
general  j^lan  of  keeping  the  expenditures,  the  disbursenu^nts, 
the  Shipping  Board  and  the  Emergency  Fleet  Corporatioi 
systeiuatic  jnannor ^  Was  anything  done?  \Mio  was  in 
and  who  was  suj)T)i)sod  to  direct  those  things? 

Mr.  Dkxmax.  That  was  a  matter  of  boam  policy.  You  wii 
Mr.  C(mj:jn^ssinan,  that  the  power  to  do  this  was  not  allocate 
until  the  11th  of  July,  1917. 

Mr.  (V)XNALLY.  The  power  to  do  what? 

Mr.  Dkxmax.  To  allocate  the  functions  of  shipbuilding  ai 
j)ing  operations  to  anyhody.  On  the  15th  of  June,  1917,  the  C 
passed  th(»  war  shii)  hill.  The  form  of  that  bill  gave  to  the  P; 
all  th(^  ])o\v(Ts,  and  it  was  for  him  to  allocate  those  powers  a 
such  agencies  as  he  chose.  Now,  on  the  11th  of  Jiuy  he  ni 
(h^cision  Ix^twecMi  operations  and  shipbuilding,  and  when  1  si 
with  Mr.  Hurlc^y  1  called  his  attention  to  the  division,  and  t 
that  in  our  oninion  he  should  create  a  new  corporation  so 
miirlii  have  in  (me  corpoTa\\v>\\  \X\Qi  Q^^T^XJvssti  oi  ^hi^s 
-another  the  manufacture^  oi  ^\\\v?». 
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•-  CoxxALLY.  Well,  I  know,  but  what  were  you  doing  about 
accounting  while  you  were  in  there  ?    You  were  spending  money, 
did  you  have  any  comprehensive  plan  of  accounting,  either 
lipbuilding  or  in  operation? 

r.  Dexham.  We  had  a  complete  system  of  accounting  at  the 
.  We  were  getting  no  money,  you  know,  for  operations.  We 
?  operating  in  this  way:  We  repaired  these  German  ships  and 
ed  them  over  to  the  diflFerent  allies,  who  operated  them  on  a 
pensation  to  be  later  fixed.  I  was  yesterday  asked  the  date 
Q  we  started  that  activity  in  New  York.  It  was  on  April  6,  1917, 
day  that  we  entered  the  war. 
r.  CoNNALLY.  I  believe  that  is  all,  Mr.  Chairman. 
r.  Kelley.  Following  along  that  same  line,  Mr.  Denman:  Dur- 
the  early  part  of  your  administration  large  sums  of  money  were 
smced  to  the  various  shipbuilding  companies,  and  great  quan- 
8  of  material  were  provided  for  ships.  Do  you  recall  whether 
•e  was  at  that  time  a  proper  system  of  Keeping  track  of  the  material 
:  went  into  various  yards — or  would  that  go  to  Gen.  Goethals? 
[r.  Dexmax.  I  knew  nothing  about  that.  I  imagine  that  none  of 
je  new  yards  had  gotten  to  the  point  where  materials  had  been 
ambled  in  any  large  quantities.  But  that  is  a  mere  question  of 
ard. 

[r.  Kjilley.  That  would  have  been  a  good  time  to  have  inaugu- 
d  your  system — before  you  got  a  large  part  of  your  material. 
[r.  Dexman.  Oh,  I  have  no  doubt  Gen.  Goethals  would  have 
it  organized  as  well  as  ho  did  on  the  canal  if  he  had  continued; 
you  will  remember  we  were  only  going  12  days  under  the  author- 
Prior  to  that  time  he  was  trying  to  stimulate  shipping  men 
^et  the  w-ork  started  at  all. 

ir.  Kelley.  You  mean   that  you  only  had   12  days  of  actual 
dee  when  you  could  pay  out  money  ? 
[r.  Dexmax.  No:  we  paid  out  money  without  authority, 
[r.  Kelley.  I  know;  out  that  is  something,  of  course,  you  ex- 
bed  would  be  ratified  ? 
[r.  Dexmax.  Oh,  yes. 

[r.  Kelley.  Who  was  the  first  comptroller  of  the  Shipping  Board 
I  of  the  Fleet  Corporation  ? 
[r.  Dexmax.  Mr.  Soleau. 

[r.  Kelley.  This  was,  of  course,  destined  to  be  a  very  large 
ject,  this  shipbuilding  business.  You  knew  when  you  started 
t  was  going  to  be  an  enormous  corporation  in  volume  of  business 
.  in  money  handled.  What  qualifications  did  Mr.  Soleau  have 
the  handling  of  the  books,  keeping  track  of  these  tunds.  and 
ping  track  oi  the  materials  which  were  to  be  assigned  to  those 
lous  companies  ? 

[r.  Devmvx.  Mr.  Soleau  was  the  auditor  for  the  Shipping  Board 

[r.  Kelley  (interposing).  I  know,  but  what  qualincations  had  he  ? 
[r.  Dsnmvx  (concinuing).  And  Mr.  OUa  was,  as  I  recall,  the 
itor  for  the  Emergency  Fleet  Corporation.  He  was  chosen  by 
.  Goathals,  and  I  a-n  not  avv'are  what  prior  experience  he  had. 
h*.  Kelley.  Mr.  Denman,  it  would  seem  as  though  the  Treasury 
>artment  could  have  set  up  a  system  of  books  for  you  which  woulcl 
e  been  in  harmony  with  the  other  systems  of  bookk^^^\w^  ^^l  \kv«$i 
ermnent,  and  if  that  had  been  done  you  couVA  \v«lx^  ¥Lfi>^V,  omV  ^\ 
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the  troul)l(»  that  wo  got  into.    Wliy  wasn't  the  Treasury  Depart 
called  into  that  matter  < 

Mr.  Denman.  I  do  not  know' what  Gen,  Goethals  did  about  ihit. 

Mr.  Kei.ley.  Wasn't  the  comptroller  in  fact  the  joint  comp 
of  the  Shipping  Board  and  of  tne  Emergency  Fleet  CorporatioB. 

Mr.  Dexman.  My  recollection  is  that  the  entire  question  o 
facture  and  manuJacturing  accounts  was  under  Gen.  Goethals 
that  Mr.  Soleau  had  charge  of  Shipping  Board  funds. 

Mr.  Kellky.  But  I  undoi*stood  vou  to  say  that  the  Shipi 
Board  ina(l(»  tlie  appointments,  even  down  as  low  as  the  plare 
stenographer. 

Mr.  Denman.  No;  you  misundeistood  m(\     They  made  appc« 
mcnts  for  Shipping  Board  activities  which  v  er(*  policy  and  o]»eraii 
(lon.  Goethals   made   all  the   appointments   on    the   mftiiuiactB 
end,  and  that  was  provided  in  one  of  the  })y-lav.s  oftlieKnur^ency 
Fleet  Corporation  on  AprU  18,  1917. 

Mr.  Kelt,ey.  To  cut  it  short,  if  there  was  none  or  iv\  impn^pt 
mc^thod  estahlished  in  the  matter  of  accountins:  and  ktH'rjins  iniA 
of  the  supj)lies  of  tlio  Government,  that  res ponsihdity  falls  o:i  (hh. 
Goethals  and  not  on  you? 

Mr.  Denman.  That  is  correct;  but  it  must  he  remon'i])crcihliftl 
Gen.  Goethals  did  not  have  the  perfecting  of  his  system:  that  lie>va8 
striving  during  all  that  time  he  was  there  to  stimulate  production 

Mr.  Kelley.  1  know.  Mr.  Denman,  but  the  testimony  beforMte 
committee  has  been  tliat  in  some  cases  the  board  did  not  even  know 
where  the  funds  were;  did  not  know  how  nmch  tliey  wore;  and  the 
system  was  so  faulty  that  the  board  did  not  even  have  kntmleilp.r'i 
where  the  moneys  were  deposited  nor  in  what  amounts. 

Mr.  Denman.  Nothing  of  that  kind  existed  during  Gen.  (iofthals' 
time,  IxK'ause  we  had  not  gone  far  enough. 

Mr.  Kelley.  You  had  funds? 

Mr.  Denman.  We  had  funds,  and  1  will  wager  this,  wlii( ii  is  a  mtfe 
wag(4"  or  hazard,  that  evers'  fund  could  have  been  located. 

Mj*.  Keleey.  You  took  over  in  your  time  the  ships  that  v.rreWing 
built  on  private  accoTint  ? 

Mr.  Denman.  No;  that  wiis  after  I  left. 

Mr.  Kelley.  There  was  no  commandeering  of  sips  in  your  time' 

Mr.  Denman.  No.  As  1  say,  in  the  last  meeting  we  had  up  the 
(ju(stiun  of  a  list  of  contracts  of  private  persons  then  in  existence  and 
th(^  vessc^ls  being  constructed  and  to  be  constructed,  which  had  not 
])een  cornjdetely  compibnl,  and  we  re<]U(^ted  at  tiiis  last  nuviins^ 
complete  compilation  thereof.  That  was  necessar^'  for  a  |>erf^H:tion 
of  the  policy  of  commandeering. 

Mr.  Kelley.  That  would  fall  to  Gen.  Goethals  also^ 

Mr.  Denman.  Yes,  sir. 

Mr.  Kelley.  And  the  poUcy  of  commandeering  and  the  keepii^ 
track  of  comrnandeenul  materials/ 

Mr.  Denman.  There  are  two  questions  involved  there:  f.l- T*^* 
commandeering  policy,  involving,  as  it  did,  the  vessek  of  foreign 
owners,  which  woidd  be  done  by  the  Shipning  Board  in  conjunction 
with  Gen.  Goethals;  and  (2)  keeping  track  of  materials,  contracts, 
contract  obligations,  which  would  fall  to  Gen.  Goethals. 

Mr.  Kelley.  Then  if  it  did  appear  that  the  Government  commau 
deered  material  of  these  various  yards  belonging  to  private  enterpris* 
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made  at  the  time  no  inventory  of  that  material,  so  that  it  was 
®t  impossible  to  settle  later  on,  tke  fault  for  that  would  be  with 
Goethals? 

r.  Denman.  Why,  no.     Gen.  Goethals  would  have  had  abundant 
in  the  next  60  days  or  three  months,  if  he  had  remained,  to  have 

e  a  list  of  the  material,  and  to  have 

r.  KLelley.  (interposing)  How  could  he  do  that  when  he  was 
ing  new  material  m  there  all  the  time  to  finish  ships  ? 
r.  Denman.  The  amount  of  new  material  that  was  going  in  on 
commandeered  ships  at  this  period  would  not  have  been  of  any 
iderable  quantity,  because  we  had  not  commandeered.  The 
nandeering  of  ships  came  about  two  or  three  months  afterwards. 
•.  Kjelley.  Then,  Gen.  Goethals's  successor  would  be  responsible 
ay  thing  of  the  sort  I  have  indicated  ? 

'.  Denman.  Yes;  it  had  not  come  up.     Commandeering  did  not 
in  my  time.     We  could  not  commandeer  until  we  got  the 
'  from  the  President,  and  the  order  did  not  come  im^til  July  11. 
.  Kelley.  Who  was  Gen.  Goethals's  immediate  successor  'i 
.  Denman.  Admiral  Capps. 
.  Kelley.  But  he  did  not  stay  long  ? 
.  Denman.  No;  Admiral  Capps  was  sick. 
.  Kjelley.  Then  who  f  ollowea  him  ? 
.  Denman.  Admiral  Bowles. 
.  Kelley.  Did  he  stay  very  long  ? 

.  Denman.  I  think  he  stayed  imtil  Mr.  Schwab  came  in  the 
7w^  April. 

.  l&LLiEY.  Where  was  Mr.  Piez;  where  did  he  come  in? 
.  Denman.  Now,  I  can  not  give  you  that. 
.  Ejelley.  Well,  that  is  a  matter  of  record. 
.  Denman.  Yes.     I  can  not  give  you  the  successions  of  authority 
I  think  Mr.  Piez  was  imder  Admiral  Bowles  at  the  start  and 
^ards  succeeded  him,  but  I  do  not  recall  definitely  now.     As  a 
5r  of  fact,  I  was  trying  to  pull  my  law  practice  together  in 
►mia  at  that  time,  and  my  recollection  of  Shipping  Board  affairs 
that  time  is  not  entirely  clear. 

.  Ejelley.  Then,  any  defects  growing  out  of  improper  accounting 
after  your  time  ? 

,  Denman.  Yes,  I  think  a  very  large  part  is  traceable  to  failure 
ike  segregations  such  as  the  orders  contemplated,  and  that,  to 
iness  man,  would  seem  obvious.  In  my  own  business  to-day 
lid  no  more  have  a  blending  of  accoimts  of  that  character  than 
Id  think  of  keeping  no  accounts  at  all.  My  own  cost  sheets  run 
)  the  fourth  decimal. 

Kelley.  Do  you  recall  what  the  qualifications  of  Mr.  Soleau 
and  what  experience  he  had  in  this  Kind  of  work '( 
Denman.  Yes;  he  had  been  in  the  government  departments 
ars  as  an  auditor. 

Kelley.  Wouldn^t  it  strike  you  that  such  a  project  of  such 
ase  size  would  require  the  best  accounting  talent  in  the  country 
anize  a  system  of  books  'i 

Denman.  Mr.  Soleau  was  on  the  Shipping  Board  side  and  not 
)  Emergency  Fleet  side. 

Kelley.  i  don't  care  which  side  he  was  on  if  we  could  onlv 
I  proper  set  of  books  on  either  side  or  on  both  sides,  so  as  to  tell 
tne  material  would  go  and  to  keep  track  of  it. 
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Mr.  Dexman.  Mr.  Soloau,  Mr.  Congressman,  had  nothing  to  di^lj. 
as  I  recall  it,  with  the  question  of  materials.  But  Mr.  SoleauWl! 
for  years  been  with  the  Treasury  Department  and  understood  tre»jp 
ury  methods.  I  liad  no  difficulty  in  obtaining  money  from  theti 
ury'  or  in  satisfying  the  treasury  requirements  during  the  time  I 
chairman  of  the  board. 

Mr.  Kelley.  Well,  but  of  cx)urse  you  understand  now  there « 
some  SI, 500, 000,000  of  accounts  that  the  Treasury  Department  re- 
fuses to  pay. 

Mr.  Denman.  I  understand  there  is  a  dispute 

Mr.  Kelley  (continuing).  Because  of  faulty  accounting. 

Mr.  Denman.  Yes;  I  understand  there  is  a  dispute  as  to  whette 
or  not  the  ordinarv  business  method  of  auditing  bills  before  payinjj 
them,  or  the  Government  method  of  auditing  aft^r  payments,  shodl 
have  prevailed.  I  am  not  in  a  position  to  solve  tnat  dispute;  vA^ 
as  a  matter  of  fact,  I  am  not  familiar  with  Government  accounting. 

Mr.  Kelley.  Who  fixed  the  duties  of  the  treasurer  ?  He  musthars 
had  considerable  to  do  even  in  your  day. 

Mr.  Denman.  I  do  not  recall  now  the  treasurer's  duties  werefixei 
My  impression  is  that  the  auditor  was  the  chief  adviser  to  the  treis- 
urer  in  the  matter  of  methods  of  acquisition  and  disbursement  o( 
funds. 

Mr.  Kelley.  The  treasurer  was  under  the  control  of  the  comp- 
troller ( 

•  Mr.  Denman.  Are  you  referring  to  the  comptroller  of  the  Shipping 
Board? 

Mr.  Kelley.  I  understand  that  the  comptroller  of  the  Shipping 
Board  and  of  the  Emergency  Fleet  Corporation  were  one  and  the 
same  person. 

Mr.  Denman.  Well,  wo  had  no  comptroller  in  that  sense  in  my 
time  at  all. 

Mr.  Kelley.  How  was  that  ? 

Mr.  Denman.  I  say,  we  had  no  comptroller  in  that  sense  in  my 
time  at  all.  I  think  you  will  find  that  during  the  period  immediatdy 
succeeding  me  these  matters  were  finally  worked  out.  We  were  just 
in  th(^  process  of  establishing  a  system. 

Mr.  Kelley.  They  were  not  worked  out.  What  I  am  getting  it 
is  this.  Who  iixeil  the  duties  of  the  treasurer,  who  determined  what 
his  i)owers  should  be;  the  board  or  Gen.  Groethals  or  yourself  or  who! 

^Ir.  Uenmax.  The  treasurer  of  the  Emergency  Fleet  Corporation, 
wliich  had  the  construction  of  ships,  was  under  the  control  of  Gen. 
Goethals. 

Mr.  Kelley.  There  never  was  but  one  treasurer,  was  there,  of  the 
two  organizations  ^  I  mean,  there  was  one  office.  You  did  not  have 
a  treasurer  of  the  Shipping  Board  and  a  treasurer  of  the  Fleet  Corpo- 
ration, too,  did  you 

Mr.  Denman.  1  can  not  recall  w^icther  the  two  functions  wereper- 
performed  by  one  man  or  not.  My  impression  is  that  they  were.  1 
can  get  the  data  on  that  for  you. 

Mr.  Kelley.  Do  you  remember  who  the  treasurer  was? 

Mr.  Denman.   I  think  it  was  Mr.  Stevens. 

Mr.  Kelley.  A  member  od  the  board? 

Mr.  Denman.  lie  was  also  a  member  of  the  directorate  of  the  Emer- 
gency Fleet  Cor])oration. 
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r.  Kelley.  Wasn't  Mr.  Smith  the  treasurer? 
r.  Denman.  You  will  have  to  let  me  refresh  m^^  memory  on  that. 
r.  Kelley.  How  could  it  happen,  even  back  as  far  as  your  day, 
collateral  securities  of  various  kinds,  put  up  for  the  safe  per- 
lance  of  contracts,  could  be  lost  track  of,  so  that  nobody  would 
?v  where  they  were  or  what  they  were  ? 
X".  Denman.  I  presume  on  account  of  defective  recordation. 
X.  Kelley.  What  was  that  answer? 
T.  Denman.  I  presume  owing  to  defective  recordation. 
-T.  Kelley.  Of  course  I  realize  that  you  were  going  along  under 
.U  head  of  steam,  and  had  a  great  many  things  to  think  of,  and 
Dably  the  organization  inception  was  the  last  thing  you  thought  of. 
tr.  I)enman.  Well,  I  do  not  think  so. 

It.  Kelley.  What  I  meant  to  say  is,  that  the  machinery  for  car- 
ig  on  the  work  was  delayed. 

It.  Denman.  The  macmnery  was  developed  as  we  went  along. 
I  say,  the  great  expansion  was  not  on  my  branch,  because  I  had 
ships  then  to  operate.  It  was  on  Gen.  Goethals's  branch.  But 
raa  growing  by  leaps  and  boimds.  The  contracts  were  piling  up 
[  the  business  was  expanding  at  a  terrific  rate,  beyond,  I  tnink,  the 
acity  of  any  orgamzing  genius  to  carry  on  without  friction. 
le  the  Standard  Oil  Co.  itself  and  ask  it  to-morrow  to  quadruple, 
.  then  again  quadruple  its  activities,  and  get  its  stafif  of  agents, 
auditors,  and  its  superintendents,  and  get  railroad  men  and  its 
emen;  ask  them  to  do  that  in  six  weeks  or  two  months,  and  I 
.  guarantee  that  their  conditions  to  the  outsider's  eye  would 
lewhat  parallel  ours.  It  would  be  better,  however,  as  tne  Stand- 
Oil  is  very  efficient. 

Ir.  Kelley.  The  Navy  Department  expanded  from  50,000  or 
X)0  to  500,000  men,  and  I  never  heard  of  any  trouble  with  their 
ikkeeping  although  there  was  a  great  expandiiig  of  accounts, 
fr.  Denman.  They  had  a  going  concern.  They  were  familiar 
h  all  these  transactions  and  simply  took  the  yoimg  men  and 
anded  out. 
Ir.  Kelley.  Could  not  the  Shipping  Board  have  perfected  its 

Euiization 

[r.  Denman  (interposing).  It  was  perfecting  it. 

[r.  Kelley.     (continuing).  In  order  to  keep  track  of  funds  and 

irities?     The  testimony  oef ore  this  committee  is  that  bundles  of 

irities  were  around  in  the  hands  of  different  i)ersons  and  no  record 

/here  they  were. 

fr.  Denman.  I  have  not  any  excuse  to  offer  for  that,  but  I  am  not 

liliar  with  the  situation  you  mention.     Of  course  if  that  occurred 

hould  not  have  been  done. 

Ir.  Steele.  Is  that  an  exactly  correct  statement? 

Ir.  Kelley.  There  is  testimony  that  there  were  securities  in  the 

ard  Trust  Co.  and  the  Shipping  Board  did  not  know  where  they 

•e;  that  they  were  there,  and  when  they  got  them  back  they  did 

,  know  whether  they  were  all  there  or  not. 

Ir.  Denman.  That  was  not  true  during  my  time.     I  remember 

t  the  only  security  I  took  was  for  an  advance  to  a  corporation 

aishing  timbers,  which  security  consisted  of  a  ship,  and  a  mortgage 

\  drawn  very  carefully,  and  there  was  not  any  question  about  its 

ce  of  location. 
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Mr.  Kelley.  When  you  took  over  the  Austrian  ships  what  did 
do  with  thoin  ? 

Mr.  Denman.  Kepaired  them. 

Mr.  Keli.ey.  Who  repaired  them? 

Mr.  Denman.  I  can  not  give  you  a  list  of  the  repair  yards. 

Mr.  Kelley.  I  do  not  mean  that,  but  did  you  repair  them  or 
the  Navy  repair  them  ^ 

Mr.   Denman.  We  rc]>aired  some  and  the  Na\y  repaired 
Mr.  Yates  and  this  committee,  established  oil  the  first  morning  (rf 
war,  had  to  do  with  that. 

Mr.  Kelley.  I  am  not  i)articular  about  that.  Then  whatdidtoi 
do  with  th(Mn  after  they  were  put  in  repair? 

Mr.  Denman.  That  was  not  solved  until  after  I  left  the  Boinl, 
because  of  the  ro]>airs ■ 

Mr.  Kelley  (interposijig).  You  mean  that  the  Government liid 
these  ships? 

Mr.  Denman.  The  repairs  were  not  completed,  except  I  think « 
to  one  or  two  and  possihlv  three  that  were  handed  right  over  tothi 
shipping  organizations  of  our  allies  for  the  carriage  of  munilioiB, 
They  liad  to  U>avo  here  immediately.  Tney  were  manned  by  us  and 
turned  riijht  into  their  fleets  until  we  got  our  power  from  the  Cob- 
gr(ss.  Tno  idea  was  to  have  a  genend  ship  control  committee  (i( 
our  owrL 

Mr.  Kelley.  Did  you  ever  hear  any  complaints  that  those  sWpB 
wore  turned  over  to  parties  who  were  allowed  to  operate  them  at  i 
profit  for  tluTC  round  trips'^ 

Mr.  Denman.  Tnat  is  another  group  of  ships  entirely. 

Mr.  Kelley.  Tnat  is  another  group  of  ships? 

Mr.  Denman.  Yos,  sir.  I  know  somethmg  about  that.  Then 
was  a  lar^re  gi'oup  of  Austrian  ships,  eight  of  them,  seven  or  eight, 
])ur(liastMl  hy  Mr.  Baruch  and  myself,  with  the  Presidential  money. 
Tlios(>  were  nc^ver  aliowtMj  any  free  trips.  Tnen  there  was  a  second 
grouj),  witli  tlie  Kerr  and  CI  egg  interests,  the  ramifications  of  which  I 
did  not  undei^stand,  and  I  undei'stand  the  Government  is  having  some 
difliculty  in  unraveling.  I  was  called  on  by  Mr. — I  have  forgotten 
his  nanu*.  hut  he  was  a  big  husky  chap,  and  1  understand  an  Engfch- 
man  on  hehalf  of  Kerr  and  Clegg,  just  before  I  left  the  Shipping 
iioard.  and  ho  asked  me  whether  or  not  we  were  going  to  buy  those 
ships.     Now,  it  was  before^  we  got  the  powers  from  the  Presidait. 

At  that  time  it  was  apparent  that  we  wore  going  to  commandeer 
everything.  We  had  the  commandeering  powers  given  by  the 
Congress,  and  1  told  hun  no,  that  as  far  as  I  was  concerned  that^^tf 
the  situation,  hut  that  I  did  not  know  what  the  board's  action vouM 
])e:  that  if  th(^  (juestion  came  to  us  I  did  not  know*  what  the  board? 
action  Would  he.  hut  that  as  far  as  I  was  concerned  wo  were  not goinf 
to  ])uy  those  ships,  hut  would  get  them  in  this  general  commandeering 
program,  and  th(^rel>v  g(^t  control  of  them. 

I  hav(»  >{\vn  the  minutes  of  the  board  of  October,  1917,  in  whidi 
free  tiips  well,  I  have  forgotten  whether  it  is  a  minute  oraletttf-' 
fn^e  trips  wor(^  ])roniis(Hl  to  KeiT  and  Clegg,  or  to  somebody  o^ 
ing  that  group  of  ships.  And  the  reason  I  was  interested  in  ^^ 
Was  that  the  Carrf/e  Waslfnfjton,  the  motor  ship,  could  haye  been 
brought  und(u-  the  Anun'ican  ilag  etirly  in  August,  1917,  if  so^® 
arrangement  for  free  trips  had  been  given  to  them.     You  see  she 
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a  free,  outside,  and  if  they  could  have  been  allowed  a  certain 
i^aber  of  free  trips  under  the  American  flag  Olsen  would  have  been 
ling  to  put  her  under.  I  wondered  whether  the  free  trip  idea 
i  killed  the  bringing  in  of  the  George  Washington^  and  discovered 
i»t  free  trips  had  been  guaranteed  to  other  vessels  subsequently. 
Mr.  Kelley.  At  this  particular  time  of  course  freight  rates  were 
ry  high,  in  October,  1917. 

Biir.  Denmax.  It  was  estimated  that  a  wooden  ship  of  the  type  that 
I  proposed  to  build  and  that  were  buUt  would  pay  for  itseli  m  two 

£s  across  the  Atlantic, 
[r.  ILelley.  And  if  those  parties,  Kerr  and  Clegg,  were  given 
ree  round  trips  free,  so  that  they  could  charge  the  going  freight 
ties,  it  is  your  opinion  that  they  would  make  enough  profit  on  those 
JPee  trips  to  pay  for  the  ships  ? 
Mr.  DEN>f,AN.  That  is  my  opinion;  yes. 

Mr.  Kelley.  And  that  practice  was  not  accorded  to  you  or  to 
lers  I  mean,  in  your  time? 

Mr.  Dexman.  Never  in  my  time.  I  certainly  would  have  given 
►  free  trips  to  the  Austrian  ships  we  were  going  to  commandeer. 
It  I  would  have  brought  in  other  ships,  of  the  Danes,  and  Swedes, 
d  Norwegians  and  any  others  I  could  have  brought  in  to  get  them 
der  the  nag,  by  giving  free  trips,  because  they  had  the  aa vantage 
free  trips  anyway. 

Mr.  Kelley.  In  your  statement  that  you  offered  for  the  record  on 
^terday,  and  that  I  presume  went  into  the  record,  in  speaking  of 
5  Diesel  engine  contract  you  used  this  language: 

ts  rejection — 

t  suppose  that  means  the  rejection  of  the  Diesel  engine  program. 

Mr.  Denmax.  Yes,  sir. 

Mr.  Kelley.  And  you  continued: 

3  the  climax  of  the  tragedy  of  blunders  of  the  Hurley  administration. 

What  were  some  of  the  other  blunders  of  which  this  was  the 

max  ? 

Mr.  Dexman.  There  is  a  phrase  in  English  literature,  '*0h  that 

ine  enemy  would  write  a  book.  *' 

That  sentence  in  my  statement  was  used  in  connection  with  the 

•xt,  in  which  I  paid  a  tribute  to  Mr.  Hurlev's  accomplishments.     I 

»  not  want  to  be  put  in  the  position  of  unbalanced  criticism.     Be- 

'es,  looking-backward  criticism  is  very  easy.     The  criticisms  I  have 

ide  of  the  succeeding  administration  were  looking-forward  criti- 

nis,  based  upon  the  failure  to  adopt  the  programs  and  policies  that 

lad  advocated.     Now,  I  think  there  was  a  series  of  extraordinarily 

happy  mistakes  made. 

Vir.  Kelley.  That  is  what  wc  want  to  hear  about. 

^r.  Dexmax.  At  the  time  they  were  performing  extraordinarily 

Suable  public  service,  and  I  do  not  want  to  be  one-sided  in  what  I 

saying.     The  first  mistake  was  a  mistake  in  not  building  some 
^els  at  these  many  plants. 

^r.  Kelley.  That  was  the  climax  of  the  mistakes,  and  we  want 
•  others  now. 
•^r.  Dexmax.  I  think  the  great  next  error  was  in  failing  to  put 

entire  responsibility  and  entire  control  for  building  ships  on  the 
eral  manager  of  the  corporation  as  director  general,  in  the  way 
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that  wo  expoctecl  to  do  it  with  Gon.  Goethals,  once  the  typeauil 
policy  won*  determined  on;  in  the  way  we  did  it  with  Gen. Goetlalil 
m  all  other  mattei-s.  I  think  the  chairman  of  the  Shipping  Bwrf 
should  have  confined  himself  to  operations,  and  that  tiie  (lirwte 
general  of  the  corporation  should  have  had  tlie  manufactured! 
ship-i. 

1  think  that  if  Mr.  Hurley  and  his  associates,  instead  of  visiUDi 
the  shipyards  to  do  this  stimulation  work  with  labor  that  Mr.  SdiiS 
was  so  admirably  suited  to  perform,  had  been  studying  the  probfea 
of  management  of  ships  and  types  of  ships  for  the  war  emerpcy 
and  for  the  competition  after  the  war,  that  an  enormous  Quantity i 
wast<?  motion  would  have  been  avoided.  If  Mr.  SchwaD  had  not 
been  peculiarly  suited  to  arouse  public  sentiment,  Mr.  Hurley's  gifts 
in  that  direction  would  have  been  required  on  the  ship  stimulatiM 
end,  but  there  was  enough  of  that  in  Mr.  Schwab,  who  understood 
publicity  well  enough  and  had  the  kind  of  personalitv  to  give  the 
inflation  that  was  needed  on  that  side.  Ana  Mr.  Hurleys  extrMT- 
dinary  driving  energy  could  have  been  put  on  the  shipping  problem, 
the  type  question,  and  the  organization  of  the  management  of  these 
tremendous  agencies  on  the  operating  side.  I  think  they  should 
have  learned  from  the  comment  that  was  made  on  the  so-<;alled 
Goethals-Denman  disputes,  that  the  thing  to  do  was  to  separate 
the  two  divisions  of  ^  the  work  and  let  Admiral  Capps  or  Aaminl 
Bowles  or  Mr.  Schwab,  or  whoever  was  going  to  have  that  particular 
function,  let  that  man  have  the  responsibifity  for  the  manufacture 
of  sliips;  and  the  other  man  have  the  responsibility  for  the  problem 
of  management  in  operations,  which  was  just  as  great  ana  just  as 
important  a  work  and  now  is  far  more  important. 

Mr.  Kelley.  Both  you  and  Gen.  Goethals  agreed  on  that  policy, 
didn't  you;  that  he  should  manufacture  the  ships  and  build  the 
yards,  and  that  you  should  operate  the  ships  ? 

Mr.  Denman.  That  was  agreed;  yes. 

Mr.  Kelley.  But  that  policy  was  not  pursued  after  you  and  Gen. 
Goetlials  left  the  board? 

Mr.  Denman.  Tliere  was  an  intermingling  of  the  energies  of  the 
different  administrators,  of  the  chief  administrators,  Mr.  Hurley 
particularly,  on  the  operating  end  with  actual  manufacture  of  vessels. 

Mr.  Kelley.  Now,  during  Mr.  Hurley ^s  time  as  chairman  of  the 
board,  Mr.  Piez  held  the  place  that  Gen.  Goethals  had  xmder  your 
time,  didn't  he  ( 

Mr.  Denman.  I  think  he  did,  for  a  while. 

Mr.  Kelley.  Didn't  they  preserve  this  idea,  of  one  looking  after 
the  operating  of  sliips  and  the  other  the  building  of  ships;  or  aidilr. 
Hurley  interfere  to  the  disadvantage  of  the  Government  with  Mr. 
Piez  i  I  am  just  trying  to  get  your  opinion,  that  is,  of  what  hap- 
pened. 

Mr.  Denman.  A  great  deal  of  Mr.  Hurley's  time  was  spent  at  the 
yards — I  am  judging  now  from  the  continued  reports  in  tne  press  of 
his  presence  there  —stimulating  the  workers  and  giving  joumabstic 
publicity  to  the  manufacturing  scheme. 

Mr.  f{.ELLEY.  So  that  very  little  if  any,  of  the  attention  of  persons 
of  prominence  on  the  board,  was  centered  on  operations^ 

Mr.  Denman.  How  much  that  was,  I  do  not  know.  But  the  fail- 
ure to  have  any  auditing  system  on  the  great  numbers  of  agencies 
esfcabJished  arose  during  t\^ia  poixioA.. 
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Kelley.  What  fault  have  you  to  find  with  the  operation  of 
at  the  present  time? 
.  Dexman.  That  of  determination  of  a  policy  for  operation  and 

.  Kelley.  I  know,  but  I  mean  actual  operation  and  handling  of 
1,400  ships  at  the  present  time,  which  matter  is  in  the  hands  of 
Foley  or  somebody  else  at  the  head  of  the  Division  of  Operations 

r  the  wShipping  Board.     Is  it  managed  all  right  now  ? 

.  Denman.  Can  you  tell  me  whether  or  not  Cap t.  Foley  is  a 

lercial  shipping  man  ? 

.  Kelley.  1  do  not  think  he  is.     I  think  he  is  a  naval  officer. 

.  Denmax.  I  am  opposed  at  all  times  to  giving  to  highly  techni- 

-ained  men  of  the  Army  and  the  Navy  control  of  the  vital  living 

less  organizations. 

.  Kelley.  I  know  in  theory,  but  I  am  not  talking  about  the 

etical  situation;  I  am  talking  about  the  actual  situation.     What 

have  you  to  find  so  far  as  you  know  of  the  management  of  these 

'  ships  at  the  present  time  ^ 

.  Denman.  I  would  not  want  to  find  any  fault  without  more 

mation  than  I  possess.     Those  other  faults  were  obvious. 

.  Kelley.  Why  isn't  it  all  right  now  ? 

.  Dexman.  I  would  not  want  to  find  any  fault  with  the  workers 

board  which  has  not  formulated  a  definite  policy  for  the  manage- 
or  disposition  of  those  ships. 

.  Keu.ey.  Let  me  make  mvself  clear.     Your  statement  was  that 

►f  the  glaring  faults  of  Mr.  Hurley's  administration  was  that  he 

ot  devote  himself  to  the  operations  and  have  somebody  else  at 

lead  of  the  Fleet  Corporation  devoting  himself  to  construction. 

umed  from  that  statement  that  there  was  something  radically 

g  vv  ith  their  operation,  because  you  enumerated  that  as  a  blunder. 

.  Denman.  That  is  correct. 

.  Kelley.  What  is  wrong  with  operations  t 

.  Denman.  1  was  referring  to  Mr.  Hurley's  time. 

.  Kelley.  You  are  a  shipping  man. 

.  Denman.  I  was  referring  to  conditions  as  they  existed  during 

Hurley's  administration;  to  the  segregation  that  I  understand 

r  cfcists. 

.  K?:lley.  What  is  wrong  with  the  Government  management  of 
to-day'^     Isn't  the  Government  getting  one  hundred   cents' 

1  of  service  from  every  dollar  that  it  puts  into  them  to-day  ( 

.  Denman.  I  do  not  know.    I  am  not  in  charge. 

.  Kelley.    Why  do  you  say  some  other  system  would  be  a  better 

m  if  this  system  is  all  right? 

.  Denman.  In  cj^uoting  me  I  do  not  think  you  quote  clearly  luv 

ion.     We  are  shifting  tlie  ground  from  the  suggestions  I  think  I 

i 

'• 

.  Kelley.  I  am  not  shifting  the  ground.     I  am  makintj  my 
ion  as  clear  as  I  know  how  to  make  it.     What  is  wrong  with  the 
gement  of  ships  as  they  are  now  operated  ( 
.  Denman.  I  have  not  said  it  was  wrong. 

.  Kelley.  You  said,  if  I  understood  you  correctly,  that  one  of 
reat  blunders  of  the  Hurley  administration  related  to  the  opera- 
)f  ships;  that  he  did  not  give  his  attention  to  them.  I  assumed 
what  you  said  that  you  meant  there  was  some  shortcoming  in 
lanagement  oi  the  department. 
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Mr.  Denman.  Mr.  Hurlev  has  not  been  there  for  a  lonj:  time. 

Mr.  Kelley.  But  liis  policy  goes  on,  the  one  that  he  institute! 

Mr.  Denman.  I  think  you  would  find  that  his  successors  would  sij 
that  is  not  so,  but  I  am  not  competent  to  answer  for  them. 

Mr,  Kelley.  Do  you  want  to  give  any  information,  or  rathe) 
oi)inion  I  mean,  as  to  the  efficiency  of  these  ships  at  the  present  tiw 
or  under  Mr.  Hurley  ? 

Mr.  Denman.  Under  Mr.  Hurley  s  time  there  were  many,  how 
mail}'  I  can  not  give  you  but  a  very  large  number,  of  agents  of  the 
Government  operatmg  ships.  They  were  collecting  fn»ights  ninning 
into  the  millions  and  hunareds  of  millions  of  dollars.  There  was  no 
system  of  business  management  of  those  agent*.  When  Mr.  Rosseter 
came  Jien*,  his  energies  which  should  have  been  devoted  to  type  and 
to  gnibbing  commerce  from  our  opponents,  were  spent  in  trying  to 
straighten  out  the  management  of  tiiose  agencies.  I  think  that  wis 
an  unhappy  occurrence. 

Mr.  Kelley.  Well,  is  it  your  criticism  that  too  man}-  newoperatois 
W(»re  given  ships  ? 

Mr.  Denman.  No-  I  would  not  make  that  criticism,  because  to 
mak(^  tJiat  one  sliould  know  by  an  intimate  study,  which  I  cannot 
give  and  have  not  given,  what  the  entire  group  was.  One  of  the 
great  difficulties,  one  of  the  great  drawbacks  of  America  in  interna- 
tional commerce,  is  the  few  personalities  that  understjmd  interna- 
tional trade  and  carriage  in  ships.  I  want  to  develop  that  if  I  may: 
W(»  an*  very  far  behind  the  Norwegians  and  the  Swedes  and  the  Danes 
and  the  Hollanders  and  Great  Britain,  particularly,  in  shij)  brains. 
You  may  have  all  the  ships  in  the  worla,  and  all  the  superiority  of 
type  in  th(»  world,  l)ut  if  you  do  not  have  ship  brains  you  can  not 
nuxko  monev.  It  is  the  shipping  man  who  makes  the  shipping  busi- 
ness. W{y  have  not  enough  of  them  in  the  United  States.  And  if 
from  these  new  agencies  that  werc^  created  during  Mr.  Hurleys  time 
tlien^  has  been  an  increment  of  50  per  cent  of  brain  power,  'mvm 
nn(l(M*stan(iing  international  commerce  and  the  management  of  ship 
on  t  h(.»  sea,  t  hat  asset  is  worth  as  mii\rh  as  the  ships  that  were  built. 

Mr.  Kki.lkv.  Your  criticism  is  tJiat  Mr.  Hurley  at  least  did  not 
devote  himself  to  tfie  study  of  shipping  problems  as  an  operator, 
whicli  he  should  have  done  ? 

Mr.  Dknmax.  He  should  Jiave  devoted  mon*  study  to  operation 
and  h'ss  to  the  stimulating  side  of  work  in  the  yards. 

Mr.  KvAAA'iY.  Are  you  familiar  with  the  operating  contracts  whirli 
Jiave  heen  (Milered  into  by  tiie  Government  from  time  to  time,  espe- 
cially duriiii!  Mr.  Hurley's  tim(»  ? 

Mr.  Dknman.  Xo:  1  am  not.  'Hiey  have  been  altered  from  timeto 
time,  and  I  am  not  an  attorney  for  aiiv  agent  of  the  Shipping  Board, 
harriui:  one.  a  st(M^l  slii]>building  yard  in  California.  Aiid  they  are 
shiphuihh'i's  and  not  slii])  ()])erators. 

Mr.  Kkllhv.  Are  there  ajiy  other  operating  defects  that  m^bt 
have  been  avoided  by  more  attenticm  to  the  operating  side  ? 

Mr.  Denman.  Yes:  if  they  had  com])ared  the  operation  of  Danish 
Diesel  slii]>s  with  their  operation  of  steam  vessels  I  would  not  be 
here  talking  to  you  about  Diesels. 

Mr.  Kellkv.  The  Diesel  shi])s  are  verA'  expensive  to  operate, 
aren't  thev  ? 
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•.  Denman.  They  operate  at  one- third  the  fuel  cost  of  steam 

dls. 

r.  Kelley.  The  upkeep  is  very  high,  isn't  it? 

r.  Denman.  No;  it  is  much  less,  or  at  least  not  more  than  in  the 

cf  steam  vessels. 

r.  Bjelley.  What  about  the  initial  cost  of  Diesels  ? 
r.  Denman.  When  you  take  the  cargo-carrying  capacity  of  a  ship 

consideration  it  is  about  the  same  per  ton  carriage;  per  ton 
Ally  carried  it  is  about  the  same.  That  is  the  real  question. 
y  paying  a  little  more  for  your  engines  you  do  not  have  to  push 
Quch  fuel  aroimd  and  you  carry  more  cargo,  that  is  the  test, 
i  voliune  of  cargo-carrymg  capacity  or  ton-mile  per  annum  that 
onnines  the  value  of  the  results. 

J.  Kelley.  What  other  blunders  of  the  Hurley  administration 
B  you  in  mind  ? 

J.  Denman.  The  blending  of  accounts. 
r.  Kelley.  What  do  you  mean  by  that  ? 
r.  Denman.  The  mixing  of  operations  with  manufacture, 
r.  Kelley.  So  that  it  is  impossible  now  to  tell  from  the  books 
t  the  cost  of  operation  was  or  what  the  cost  of  manufacture  was? 
•.  Denman.  No  man  could  use  the  word  '*  impossible ''  imtil  he 
been  over  the  books. 
'.  Kelley.  I  said  from  the  books. 
'-  Denman.  Well,  I  do  not  know  that  it  is  impossible  because  I 

never  seen  the  books. 

\  Kelley.  Well,  what  harm  had  come  from  the  mixing  of  funds  ? 
-.  Denman.  The  difficulty  of  determining  what  the  vessels  cost 
lild  and  what  they  cost  to  operate. 

••  Kelley.  So  that  it  is  very  difficult  to  tell  about  them  now. 
r.  Denman.  So  that  when  you  gentlemen  very  properly  ask  what 
ihis  fleet  of  1,700  vessels  cost,  you  can  not  get  an  answer.  Then 
1  you  turn  and  ask,  what  does  it  cost  to  operate  them,  you  still 
:iot  get  an  answer.  It  is  now  two  years  since  the  armistice. 
r.  Kelley.  And  it  is  ver}^  difficult  to  determine,  by  reason  of 
commingling  of  fimds  of  these  two  operations,  what  any  ship 

for  construction  or  whether  or  not  it  is  making  any  money 
.  operation. 

r.  Denman.  It  is  difficult;  yes,  sir. 
r.  Kelley.  What  other  blunders  were  there  ? 
r.  Denman.  T  am  exhausted. 

r.  Kelley.  Well,  just  one  other  sentence -and  I  think  we  will 
)  to  go  over  to  the  House  pretty  soon — that  attracted  my  atten- 
a  good  deal.     In  the  same  paragraph,  Mr.  Denman,  you  say: 

K>ii8ciou3ly  he  has  contributed  more  to  the  success  of  our  Scandanavian  and 
h  competitors  on  the  seas  than  the  most  ardent  of  our  few  Anglo-un-American 
ustrators  during  the  war. 

)  you  mean  by  that  statement  that  there  were  connected  with 
shipping  BoarH  or  Fleet  Corporation  at  any  time  a  few  Anglo- 
mencan  administrators  ? 

•.  Denman.  That  was  the  obvious  import  of  what  I  said.     I 

that  you  do  not  ask  me  for  the  list.     I  have  been  crucified  so 

for  tfiis  lack  of  pohtical  sense  to  which  I  have  referred,  and  for 

dvocacy  to  the  pubhc  of  my  opinions,  that,  as  I  said  the  other 

you  can  slip  the  spikes  into  my  palms  without  the  use  of  a  ham 
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mor.  The  fact  is  that  there  v. as  a  hysteria  that  vent  overWashin 
ton  that  possessed  men  to  cu^ire  to  ^iv^e  to  bleeding  England  an.thii 
she  V  anted. 

^rr.  Kellky.  Well,  of  course,  thare  ^vas  more  or  less  propagin 
on  hoth  sides  of  that  ^iuestion. 

Mr.  Dknman.  I  had  experienced  the  propaganda. 

Mr.  Kelley.  I  thought  that  vas  ratner  a  serious  allegation  tbi 
that  there  were  un-American  administrators,  a  few,  connected  w 
the  Shipping  Hoard  Of  course,  I  will  respect  \our  \\isliesi  as 
identities,  but  it  caught  niv  attention. 

Mr.  Denman.  1  will  tell  you  my  own  experience  as  to  whath 
pened  while  I  w  as  on  the  board.     But  it  will  take  some  time. 

The  Chairman.  Well,  we  have  got  to  attend  the  call  of  the  Hoi 
Mr.  Denman.  The  committee  will  now  adjourn  until  9.45  o'clock 
morrow  morning. 

(Thereupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  commi 
adjourned  until  to-mon*ow,  Wednesday,  December  15.  1920,  at' 
a.  m.^i 


Select  Committee  on 
United  States  Shipping  Board  Operations, 

House  of  Representatives. 
Waslt'ftfjtojtj  I),  r.,  Wednesday y  Decimhr  I'),  VM 

The  committee  met  at  9.45  o'clock  a.  m.,  pursuant  to  adjoumn 
on  yestenhiy,  Hon.  »?oseph  Walsh  (chairman)  presiding. 

Also  present:  Representatives  K(»lley,  Hadley,  Foster,  Steele, 
Connjilly,  tlie  other  members  of  the  committee. 

TESTIMONY  OF  MB.  WILLIAM  DEHTMAIT— Eesomed. 

^'r.  Dknman.  Mr.  diainnan,  I  tnist  you  will  !>ardou  my  (!• 
this  n.ornin^]:,  l)ut  Mr.  Keih^'  asked  me  on  vesterdav  for  certain 
forinatioii  in  relcTcnce  to  organization  and  disbursements  of  fa 
and  I  A  as  unable  until  this  morning  to  get  hold  of  my  si»cretaiy, 
James,  v.  ho  lias  been  <juite  ill,  and  get  from  liim  the  outline  of 
ori^^innl  scheme  of  tlie  organization  tliat  we  had  in  deatail. 

in  anso  (T  to  the  incuirv  of  vesterdav  bv  Mr.  Kellev,  I  think  I 
give  ou  a  picture  of  the  (Ustribution  of  functions  before  we  had 
IcLM^Intion  from  the  Congress.  They  then  followed  the  same  ' 
V.  hicli  V  as  arter>\jird  outlined  in  tiie  executive  order  from  the P 
(lent  liiat  1  (h';vi'ted  for  him  in  flune. 

Uiidcr  the  act  of  Se{)teniber,  H)IG,  fourth  section,  it  is  prov 
that  tli(^  accounts  of  the  Sliipj)ing  Board  should  be  audited  by 
Au(ht()r  for  tiie  State  i  >e|)artiueut  and  auditors  for  other  departmt 
aid  Mr.  Soleau.  v>  horn  1  spoke  of  as  the  auditor,  was  the  perse 
the  Siiij)|)ing  rx^anl  connectiHl  ^^ith  auditing;  he  was  the  disbiD 
oificcM"  and  acted  if)  cooperation  with  the  auditor  for  these  departii 
under  the  statute.  Lat(»r,  when  the  Emergency  Fleet  Corporj 
was  iormed  a  real  auihtor,  as  distinguished  from  Mr.  Soleau,  th( 
binsing  oflicer,  was  emplo;.  ed  l)y  Cien.  Goethals.  I  have  forgt 
his  nam(»  for  the  mom(Mit 

Mr.  Kki.lev  (interposing).  Was  it  Mr.  Bender? 
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Cr.  Denman.  Yes;  Mr.  Bender.  And  there  wAs  no  statute  con- 
ing the  functings  of  Mr.  Bender.  He  was  just  the  auditor,  as 
'  corporation  would  have  its  auditor  for  the  purpose  of  auditing 

corporation's  accounts. 
Then  we  started  repairing  the  German  and  Austrian  ships  in  New 
rk— and  you  will  recall  that  my  organization  in  New  York  for 
airing  and  operating  those  ships  was  initiated  on  the  day  we 
«red  mto  the  war,  April  6,  1917,  and  there  as  in  other  cases  we 
ved  rapidly — ^the  funds  that  we  used  in  that  connectiofi  were 
ids  that  came  from  the  President  himself,  and  were  administered 
i  disbursed  by  the  Shipping  Board  as  distinguished  from  the 
poration  later  formed;  and  those  funds  were  handled  by  Mr. 
leau  on  the  Shipping  Board  side  throughout  the  time  of  my  ad- 
nistration.  I  have  not  examined  the  records  on  that,  but  my 
collection  is  refreshed  and  I  am  pretty  clear  there.  The  $50,000,000 
it  we  received  under  your  congressional  grant  by  the  act  of  Sep- 
nber,  1916,  were  used  to  purchase  stock  of  the  Emergency  Fleet 
rporation,  and  were  disbursed  by  Mr.  Soleau,  disbursing  officer  of 
e  Shipping  Board,  to  the  Fleet  Corporation,  where  those  funds 
me  under  the  control  of  Auditor  Bender. 

Now,  the  system  that  was  established  by  Gen.  Goethals  in  the 
nergency  Fleet  Corporation  was,  as  I  understood  it,  an  ordinary 
isiness  audit.     I  did  not  concern  myself  with  that.     Later,  I  think 

the  month  of  July,  1918,  as  a  part,  I  think,  of  the  emergency 
ficiency  bill  for  the  disposition  of  funds  for  the  year  1919,  there 
is  a  provision  that  the  funds  of  the  Emergency  Fleet  Corporation, 
mg  that  fund  appropriated  for  1919,  w^ere  to  be  administered  under 
3  relations  oi  the  Secretary  of  the  Treasury. 
[  thmk  that  answers  the  question  that  you  put  to  me.  Now,  you 
ced  me  who  was  the  treasurer  of  the  Shipping  Board, 
ilr.  Kelley.  Yes:  who  was  the  treasurer? 

tfr  Denman.  There  was  no  treasurer  of  the  Shipping  Board,  but 
»re  was  a  treasurer  of  the  Emergency  Fleet  Corporation,  and  that 
8  Mr.  Stevens.  Who  succeeded  him  or  whether  there  was  a  suc- 
sion  between  Mr.  Stevens  and  Mr.  Boiling,  I  do  not  recall.  I  have 
b  had  time  to  go  into  the  records  on  that  for  you.  But  that  may 
very  easily  shown  by  inquiry  at  the  Shipping  Board. 
Mr.  Kelley.  In  arranging  the  duties  of  the  treasurer,  did  you 
»ate  an  independent  office  or  was  it  a  sort  of  adjunct  to  the  comp- 
>ller's  office,  or  don't  you  recall  ? 

Mr.  Denman.  By  comptroller,  do  vou  mean  Mr.  Bender  ? 
Mr.  Kellby.  Well,  whoever  had  charge  of  accounts. 
Mr.  Denman.  My  recollection  is  that  the  treasurer's  duties  were 
tlined  in  the  by-laws  of  the  Emergency  Fleet  Corporation,  and  I 
ve  not  seen  those  recently.  But  uie  point  I  want  to  make  there 
that  we,  in  the  beginning  made  this  separation  of  repair  and 
eration  of  ships  by  the  Sliipi>ing  Board  and  the  manufacture  of 
ips  by  the  Emergency  Fleet  (Jorporation. 

Hr.  Kelley.  One  of  the  serious  criticisms,  Mr.  Denman,  that  has 
en  made  of  the  organization  in  its  earlier  days  is,  that  the  treasurer 
18  given  but  very  little,  if  any,  power  and  that  the  comptroller  or 
ditor — ^whatever  you  called  him  at  that  time — ^had  no  cneck  upon 
i  handling  of  funds;  that  the  money  was  in  his  hands;  that  in  the 
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check iiifi:  <>f  it  out  the  treasurer  merely  signed  the  checks:  that  tie 
s(M'urit  ios  -(lovernment  bonds  and  whatever  else  was  put  up  h 
colIatcTal  for  tlio  faithful  performance  of  contracts — ^was  in  thehlfflki 
of  one  (h'partment  there,  with  no  check  against  it  by  any  othc: 
and  that  as  a  result  a  good  deal  of  chaos  lias  come  alwut  in  tie 
accounts. 

Mr.  Dfamax.  Now,  wo  must  get  clearly  in  mind  the  fact  that  vbit 
was  adniifiistcTcd  in  New  York  and  ekewhere,  under  me  as  tW 
cluMrnian  of  the  Shipping  Board — that  is  to  say,  operations  ad 
rci)aiis- -was  i)residential  money  flowing  through  the  board  and  not 
the  <*o!])oration,  and  was  disbursed  by  Mr.  Soleau  under  the  audit 
nuiuiicxi  hv  tlie  statute,  section  4  of  tne  act.  There  was  never anr 
t  rouldf^  tlic»o  on  my  side  of  it.  Now,  when  you  got  over  on  the  cor- 
])(>r:ition  sido  of  it,  the  original  idea  of  the  Emei^oncy  Fleet  Corpon- 
tion  was  to  make  it  a  j)nvate  concern  for  the  purpose  of  rapidity  of 
ojXMation  in  trotting  of  contracts  and  getting  started  in  the  businea 
If  i\w  m(»tho<|s  of  auditing  and  the  methods  of  handling  monejs 
tlui!c»  did  not  iit  into  the  Government's  scheme  of  auditing  thatisi 
(lucstion  of  administration  detail  that  came  under  Gen.  Goetluk 
(l(Mi.  G(U'IJim1s  had  had  gieat  freedom  on  the  Canal;  he  had  direct 
nict]i<»ds  -tli(\v  wove  not  the  methods  of  public  business  operations- 
tlic  wliojr  dcsiir  l)cing  to  get  to  the  point  and  get  things  done.  Iw 
^ivin;r  you  tlie  principles  controlling  nim.  Now,  what  was  donotliere 
I  do  not  know. 

Mr.  IvKMKV.  Whatever  system  of  checks  on  the  powers  oftli« 
anditoi'  or  (•om])trollor  that  were  put  into  effect  were  matters  undar 
G(Mi.  (joi^thals  under  the  an-angoment  that  you  had  at  the  timie « 
far  a^  tlu^  Emergency  Fleet  Corporation  was  concorned? 

Mr.  Dknmax.  That  is  correct. 

Mr.  Kkllky.  And  any  shortcomings  in  that  system  are  not  to  be 
laid  at  your  door? 

Ml.  Dknmax.  Not  at  my  door;  and  I  do  not  want  to  suggest thit 
there  ar<»  such  tilings,  hecause  the  difficulties  that  later  arose  I  think 
aros(»  l)cf(»r(^  (rcn.  (loc^tlials  h-ul  thoroughly  adjusted  his  system  t4) tltf 
ra])i(l  expansion  of  thcs  work. 

Nb .  K  1:1,1  rv.  Criticism  has  been  made  that  on  the  grc^t  worktlwt 
y(»u  had  <taitcd  out  uj)on  the  iirst  thing  that  should  have  lxH>ndone 
\n;'<  to  c!iir:<rr  an  expert  accountant,  or  a  firm  of  accounts  of  the 
Jiiirlie^l  st  1  ndin^  in  th(^  country,  to  open  up  a  set  of  books  which  vould 
l)e  ;'de(;ir'te  for  thos(^  transactions  and  that  that  was  neve*  done: and 
tliat  tJi(»^(»  wJio  wen^  engaged  were  people  of  ordinary  ability;  that 
tlii-  ente;*i)iis(^  was  to  di^velop  into  an  institution  twice  as  laige  as 
thf^  Inited  Statics  v^te(4  Cori)oration,  and  yet  no  r  dequat<>  system  <jf 
hookkeenin;.!"  was  starttMJ,  and  as  a  result  of  tliMt  confusion  has 
eiHued  from  tli<t  dav  to  this,  all  traceable  to  the  fact  that  it  wa.'^not 
])ropeil\  done  in  vou»*  tim(»,  <Mther  bv  vou  or  bv  Gen.  Goeth»ds. 

*  *'^  •<•  ••1*1 

Mr.  Dknman.  \V(^11,  1  assumed  that  Gen.  Goethols — who  hj^d  built 
tJie  lai;_^'st  enttMpise  in  the  world  at  th^^t  time,  and  who  was  mT 
(•iiojre,  fo,  I  was  responsible  for  Gen.  (loethals  being  tliere  more  than 
anv  otJier  p<'rson- -I  assumed  that  as  he  had  been  the  administrator 
of  tlu^  laii^est  <'nterp^'ise  in  the  world  up  to  that  time  of  a  constructive 
clia.acttM-  dilliculties  of  this  kind  would  be  solve<l,  either  when  he 
came  in  or  in  the  process  of  his  administration. 
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:lley.  Your  whole  plan  was  the  idea  of  segregating  con- 
froni  operation,  and  that  you  were  heading  into  the  opera t- 
)n  and  that  Gen.  Goethals  was  heading  into  the  construction 

NMAN.  That  is  correct;  although  I  had  to  face  the  Congress 

priations,  and  I  agreed  with  Gen.  Goethals  that  I  would 

as  far  as  possible,  from  congressional  contact.     To  do  this 

:now  something  that  was  going  on  on  the  construction  side, 

0  meet  the  congressional  conmiittees.  But  so  far  as  inter- 
:,h  the  system  of  manufacture,  or  organizing  or  assisting 
ing  the  actual  work,  that  was  not  my  function. 

LLEY.  What  special  value  was  there  to  have  you  sign  those 

• 

>rMAN.  I  do  not  believe  there  was  any  value  in  that  at  all, 

it  it  made  certain  that  I  would  be  able  to  gather  the  neces- 

mation.     It  could  have  been  as  well  done  by  a  summary 

tracts  sent  in  to  me. 

LLEY.  But  it  put  you  in  position  to  stop  any  particular 

n  if  vou  saw  fit. 

s'MAN.  I  do  not  think  I  had  that  in  mind,  or  that  any  of  us 

in  mind.     When  those  original  by-laws  were  drawn  they 

n,  as  I  recall  it,  by  Mr.  Joseph  Cotton,  who  was  xmder  Gen. 

and  they  came  up  to  the  board  in  that  form. 

LLEY.  In  the  question  of  making  a  contract  with  a  new 

>n,  a  new  shipbuilding  company,  one  which  had  no  plant 

?  the  Government  had  to  put  up  the  money  to  build  it, 

call  whether  there  was  any  provision  in  those  early  con- 

ich  would  safeguard    the   Government   against   excessive 

?ing  paid  by  those  new  concerns,  or  whether  or  not  mort- 

e  taken  upon  the  i)lants  which  the  Government's  money 

ed  in  builning? 

s^MAN.  No;  that  was    a  matter  of  administrative  detail 

ooncerned  wdth. 

LLEY.  That  would  be  more  than  ordinary  detail,  wouldn't  it  ? 

s^MAN.  That  would  have  to  vary  with 

Li.EY  (interposing).  It  seems  to  me  that  that  WDuld  be  a 
)licy  that  tne  chairman  of  the  board  ought  to  be  familiar 
r  to  protect  the  Government  against  possible  loss  where 
5  of  money  were  put  into  the  hands  of  inexperienced  people 
)buildino:  business. 

s^MAN.  There  is  no  question  about  the  importance  of  that; 
)  question  about  the  necessity  for  safeguarding  that  situa- 

.LEY.  But  you  do  not  know  whether  that  was  done? 
•JMAV.  That  was  not  my  function,  sir.     And  as  it  was,  the 
as  clamoring  and  the  Congress  was  clamoring  because  of 

1  interference  with  Gen.  Goethals  s  administration  there. 

)e  a  canal  job  by  him,  a  great  big  sizeable  thing  that  would 

along  with  the  titanic  energy  of  that  good  gentleman,  and 

)ns  were  not  to  interfere.     That  was  the  conception;  and 

onception  to  which  the  Congress  and  the  country  seemed 

approval. 
.LEY.  Then  if  contracts  were  made  at  that  time  without 

to  the  Government  against  the  payment  of  excessive 
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salaries,  and  without  protecting  the  Government's  investmen 
taking  a  mortgage  upon  the  plant  that  the  Government  ireallyeret 
that  was  not  your  fault  ? 

Mr.  Denman.  That  was  not  my  fault. 

Mr.  Kelley.  That  went  to  Gen.  Goethals. 

Mr.  Denman.  Gen.  Goethals  is  the  man,  but  if  he  had  nui 
mistake  with  a  contractor  and  it  came  to  light  as  the  \m 
dovoloped,  he  would  have  taken  the  contractor  into  his  office 
something  would  have  happened  t^  that  contractor  so  Iha 
would  have  had  to  correct  the  mistake.  His  was  an  extraordir 
powerful  personality.  And  while  my  contact  with  Gen.  Go* 
until  the  session  of  the  last  day  was  one  of  the  most  amicable 
I  have  ever  known  and  ever  had  in  Imsincss,  ;.  et  I  know  that 
he  put  his  hand  upon  a  contractor  that  he  desired  to  shape  tin 
duct  of,  he  usually  got  the  results  he  dt*sired. 

Mr.  Kelley.  Are  you  familiar  ^^ith  the  Pacific  Coast  Shi 
Co.  out  in  San  Francisco? 

Mr.  Denman.  I  am  not  familiar  with  it,  hut  the  yard  that  I  ii 
our  lumher  through  immediately  adjoins  that  plant. 

Mr.  Kelley.  "What  is  the  name  of  that  yard '(  1  remembe 
yard  up  there. 

Mr.  Denman.  The  Coos  Bay  Lumber  Co.  In  this  connor 
would  hke  to  say  that  we  were  speaking  on  7%  esterday  of  mv  c 
tion  with  the  lumber  business,  and  I  want  to  explain  that  1  u 
connected  with  the  lumber  business  prior  to  joining  the  Sh 
Board,  except  that  I  acted  as  counsel  for  one  company  in  cl 
up  certain  land  titles.  This  Coos  Bay  Lumber  Co.  made  a  c< 
for  the  furnislung  of  ship  timbers  at  the  time  that  I  was  on  tlu 
at  a  price  considerably 

Mr.  Kelley  (mterposing).  What  you  are  saying  has  i 
e  pooially  to  do  with  this  inquiry,  except  to  say  that  you  nv* 
connected  with  the  lumber  business  at  the  time. 

Mr.  Denman.  No;  but  I  have  since  been  operating  a 
business,  w  hich  I  am  doing  as  receiver  for  the  United  States 
courts  in  Oregon  and  California. 

Mr.  Kelley.  But  that  would  not  be  a  matter  of  anj^  pubUc  L 
would  it  ? 

Mr.  Denman.  Unless  you  desire  to  know^  whether  I  am  q 
to  speak  on  the  question  of  handling  raw  and  manufactured  ui 
in  large  quantities. 

Mr.  Kelley.  Wo  will  assume  that  you  are  qualified  to  sj 
anything  you  think  you  are  qualified  to  speak  on. 

Mr.  Denman.  You  are  very  courteous. 

Mr.  Kelley.  Do  you  know  Mr.  Burgess? 

Mr.  Denman.  Yes,  sir;  I  have  known  him  casuallv  for 
many  years.     He  is  a  promoter,  and  has  promoted  and  proir 

Mr.  Kelley.  Did  you  sign  that  contract? 

Mr.  Denman.  No;  that  came  way  after  my  time.  I  ha 
that  plant  at  work.     I  was  by  there  about  three  w^eeks  ago— 

Mr.  Kelley  (interposing).  Is  Mr.  Burgess  a  man  of  s 
shipbuilding  ability  that  he  ought  to  be  paid  $25,000  a  year 

Air.  Denman.  I  do  not  believe  he  has  had  any  shipbuilding 
ence. 
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Kelley.  Do  you  know  Mr.  Scott,  out  there,  connected  with 

me  company? 

Denman.  I  have  met  Mr.  Scott  casually.     He  is  a  shipbuilder. 

Keli.ey.  He  drew  $25,000. 

Denman.  He  is  worth  it,  I  think,  as  salaries  go  for  large 
bives. 

Kelley.  This  was  not  a  large  project,  was  it? 

Denman.  I  have  forg:otten  the  amount  involved;  but  a  good 

millions  of  dollars,  I  believe. 

Kelley.  There  were  four  or  six  ways. 

Denman.  That  is  a  big  project.  It  would  not  seem  so  in 
Birison  with  some  other  vards  out  there,  but,  of  course,  we  pro- 
.  more  ships  on  the  Pacific  coast  than  they  did  on  the  Atlantic 

as  you  Mrill  recall. 

Kelley.  They  did  not  produce  many  of  them  at  this  place. 

Denman.  No;  those  ships  seemed  to  stay  there  at  the  place 
)  they  were  put  in  with  extraordinary  permanence,  although 
s  gotten  out,  I  think,  two  or  three  ships. 

.  Kelley.  What  salary  did  you  pay  Mr.  Radford  at  the  time 
LS  connected  with  the  office  down  there  ? 

.  Denman.  He  was  under  Gen.  Goethals,  if  in  our  time.  My 
)ssion  is  that  he  came  in  after  my  time,  but,  at  any  rate,  he 
mder  the  Emergency  Fleet,  and  that  was  under  Gen.  (joethals. 
.  Kelley.  Did  he  get  as  much  as  $15,000  a  year? 
.  Denman.  I  am  certain  he  did  not,  but  that,  as  well,  is  a  state- 
made  without  looking  at  the  books. 
.  Kelli:y.  There  seemed  to  be  nothing  to  protect  the  Govern- 

against  paying  Mr.  Burgess  $25,000,  and  Mr.  Scott  $18,000,  and 
adford  $15,000,  and  a  man  by  the  name  of  Seagrave  $12,000  a 
at  that  plant  out  there. 
.  Denman.  There  would  be  no  way  by;  general  provision  in  the 

fency  Fleet  Corporation  of  determining  what  the  salaries 
bo  on  any  individual  enterprise.  And  you  would  have  in 
case  to  determine  the  situation'.  For  instance,  suppose  now 
lad  a  commimity  that  had  labor  in  it  and  where  you  wanted  to 

shipbuilding  plant  in  war  time,  and  you  had  everything  but  a 
a  tyi)e  of  manager,  and  there  was  tremendous  competition  to 
tiat  type  of  fellow.  You  might  have  to  pay  a  $10,000  man 
[)0  to  ^ot  him,  and  he  might  be  the  very  key  to  the  whole 
iion.  You  could  not  lay  down  a  general  rule  to  cover  those 
3.  It  has  got  to  be  a  determination  on  the  average  enterprise, 
1  do  that,  and  they  all  vary  and  are  not  uniform.     On  the 

hand,  you  could  certainly  lay  down  a  rule  that  the  salaries 
d  bo  vis6od  and  not  be  beyond  a  certain  point  for  the  enterprise 
y^ou  are  financing.  That  could  be  done,  but  there  could  be  no 
)f  starting  out  and  saying,  *^  We  will  pay  nobody  more  than 
0  or  $50,000,  or  whatever  your  figure  might  be,  for  all  the 

.  Kelley.  No;  but  shouldn^t  there  be  some  provision  in  the 
act  wliich  would  require  the  O.  K.  of  somebooy  at  this  end  of 
ne  as  to  salaries,  especially  if  the  parties  out  there  had  had  no 
ience  whatever  in  shipbuilding  and  were  not  putting  any  money 
jak  of  in  the  project  ? 
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Mr.  Denman.  Well,  I  have  already  expressed  Diy  opinion  as  t 
intrusting  Government  functions  to  nonshipping  and  nonshipbuildii^ 
persons. 

Mr.   Kklley.  Whatever  trouble  there  was  about  that  it  wi« 
matter  \\  ith  Gen.  Goethals  anyway  i 

Mr.  Denman,  Gen.  Goethals  had  nothing  to  do  with  thisspecii 
Pacific  coast  plant.     Its  contract  came  later. 

Mr.  Kellet.  It  was  on  the  other  side  of  your  organization! 

Mr.  Denman.  Yes;  it  was  on  the  Emergency  Fleet  side. 

Mr.  Kfij.ey.  I  suppose  that  in  the  case  of  these  general  coutwc 
the  methods  of  hanaling  the  business  that  were  started  in  your  di 
were  probably  continued  along  under  your  successors. 

Mr.  Denman.  No:  I  think  not.  I  think  there  were  quite  raJk 
changes  made  after  Gen.  Goethals's  time. 

Mr.  Kelley.  For  the  better  ^ 

Mr.  Denman.  The  difficulty  there  is  that  these  contraets  *i 
governed  by  the  condition  of  the  individual  yard,  and  there  vi 
different  enterprise  conditions,  and  to  say  that  one  was  better 
that  all  were  better  is  a  question  of  examining  the  one  and  t! 
examining  all  and  then  passing  on  them,  which  I  have  not  bad 
time  to  do. 

Mr.  Kelley.  In  your  judgment  should  Mr.  Burgess  have  b 
contract  for  building  ships  for  the  Government  ^ 

Mr.  Denman.  No;  I  would  confine  Mr.  Burgess  to  the  opmi 
of  promoting  land  sales. 

Mr.  Kelley.  He  was  a  real  estate  agent  out  there  ? 

Mr.  Denman.  Yes;  he  was  one  of  the  few  we  have  in  noril 
California.     We  import  them  from  the  south. 

Mr.  Kelley.  Was  his  credit  at  the  banks  ample  ^ 

Mr.  Denman.  1  couUln't  tell  you  about  that,  but  he  miisthavo 
credit  because  he  floated  so  many  real  estate  schemes. 

Mr.  Kellet.  Do  you  know  whether  he  put  a  mortgage  on  tliisp 
that  the  Govcrnmi^nt  built  out  there  of  several  hundred  thou* 
dollars  f 

Mr.  Dfx  man.  1  do  not  know.  The  reason  I  spoke  of  the  Coo? 
Co.  is  that  before  the  time  I  was  receiver  it  owned  the  town  of 
Point,  and  the  streets  were  laid  and  sewers  were  in  the  to^vn  cr 
was  an  admirable  place  to  expand  buildings  for  the  laborers  at 
plant.  Now,  the  Coos  Bay  people  offered  to  go  ahead  and  huil 
this  town  right  alongside  or  near  to  the  slupl)ULlding  plant.  But 
Ihirixcss  inana(2;(Ml  to  get  a  town  called  C^lyde 

Mr.  Kkm>kv  (interposing).  Back  in  the  country  12  miles f 

Mr.  Dknmav.  About  2  or  2\  miles.  There  he  built  a  beau 
village  t  liciv  that,  as  vou  look  at  it,  either  scars  or  adorns  the  landi^ 
wiili  an  cxtraordinarv  variety  of  paints. 

Mr.  Ki:iJ.HY.  Who  put  u])  the  money  to  build  it? 

Mr.  Dfx  MAN.  1  am  sure  that  Mr.  liiu'gess  did  not;  quite  li 
the  Government 

Mr.  Kei.lev.  Quite  likely  the  Government? 

Mr.  Denman.  Well,  I  do  not  know. 

Mr.  Steeee.  Does  the  witness  know  about  these  things^ 

Ml'.  Kelley.   IF  he  doesn't  1  do. 

Mr.  Steele.  The  witness  is  talking  now  about  things  that 
place  after  he  left  the  Shipping  Boara. 
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^  Denman.  This  is  property  that  I  am  familiar  with.     And  we 

judicial  notice  of  Mr.  Burgess  in  California. 

.  Kelley.  You  do  not  know  whether  the  money  for  the  town 

Tip  in  the  country  was  put  up  by  the  Grovernment  or  not  ? 

.  pENMAN.  No;  it   was   only   statements    of    Shipping   Board 

nistrators  that  Jed  me  to  believe  that.     I  want  to  thank  Mr. 

i  for  his  suggestion;  I  am  not  in  a  position  to  testify  in  regard 

^t. 

.  Kelley.  Do  you  remember  the  hotel  built  at  the  beautiful 

town  of  Clyde  ? 

.  Denman.  Yes.     I  was  very  much  disappointed,  as  receiver 

9  lumber  company,  that  that  had  not  been  built  in  Bay  Point. 

.  KIelley.  But  it  is  too  far  back  in  the  country  to  be  of  much 

3  you  in  Bay  Point? 

.  Denman.  Yes. 

.  Kelley.  You  are  interested  in  that  locality  and  I  want  to 

ou,  on  what  theory  would  the  Government  build  a  town  back 

•  away  from  the  seaboard  ? 

.  Denman.  On  the  theory  that  mosquitoes  were  thicker  in  Bay 

than  in  Clyde.  This  was  disputed  by  the  leading  citizens 
ly  Point,  but  the  argument  as  to  the  preponderence  of  mos- 
es  seemed  to  be  decided  against  that  town.  [The  members 
e  committee  smiled  at  this  statement].  Gentlemen,  I  am 
ing  seriously  of  this.  This  is  what  happened.  I  know  it 
:h  it  was  before  I  took  charge  of  the  Bay  Point  lands. 

Kelley.  Did  Mr.  Burgess  have  an  option  on  the  land  where 

was  erected  and  not  on  the  land  down  by  the  seaboard  ? 

Denman.  He  did  not  have  it  on  the  land  by  the  seaboard. 

Kelley.  And  you  do  not  know  whether  he  had  it  on  the 
vhere  the  town  of  Clyde  was  built  or  not  ? 

Denman.  I  think  that  was  a  part  of  one  of  his  promoting 
>rise8. 

Kelley.  Perhaps  that  had  something  to  do  with  the  claim 

mosquitoes. 

Denman.  That  option  was  not  an  argument  urged  upon  the 
•nment. 

Kelley.  One  important  statement  you  have  made  I  think, 
the  standpoint  of  the  public  good,  Mr.  Denman,  if  you  are 
;t  about  it,  is  that  American  siiipping  is  handicapped,  or  has 
by  interference  of  foreign  interests  in  the  handling  of  our  ships 
1  the  building  of  our  ships,  and  that  that  interference  is  in  the 
3  of  officials  connected  with  tlie  Shipping  iioard  who  were  sub- 
)  foreign  control.  I  wondered  if  you  could  give  the  committee 
irther  light  on  that  proposition,  because  it  is  rather  a  serious 
jid  the  country  ought  to  know  if  there  is  anyl)0(ly  entrusted 
;he  building  up  of  our  merchant  marine  who  is  controlled  hy 
n  financial  interests. 

Denman.  I  can  not  tell  you  as  to  the  present  organization  of 
lipping  Board,  I  mean  the  organization  of  its  employees.  What 
now  is  that  I  iuul  a  gro  it  (h>  il  to  do  with  Admiral  I^enson  dur- 
e  time  that  we  were  harnionizin*;  the  activities  of  the  Navy 
he  Shipping  Board.  You  need  iiave  no  fear  about  Admiral 
n's  true  Americanism,  and  he  is  an  achnirable  cooperator,  and 
mng  those  early  and  very  trying  days.     But  I  can  give  you  an 
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incident  of  my  administration  which  shows  what  can  be  accompM«l|fc: 
How  it  was  accomplished  I  do  not  know  to  this  day.    In  thenHwAj 
of  April,  after  tlie  arrival  of  the  British  commission,  I  was  in  tin 
office  of  the  Shipping  Board  here  in  Washington  one  day,  uptotkri  . 
noon  hour,  and  went  out  for  a  conference  with  some  of  thoseNflrly 
York  shipping  advisers  at  luncheon,  expecting  to  return  about f" 
o'clock.     \Ve  then  had  this  ship  admmistrative  board  in  New  Tod, 
which  liad  not  begun  to  function  on  the  operation  of  ships,  benw 
we  had  none,  except,  I  think,  possibly  one  German  ship  that  y 
been  repaired.     We  were  very  anxious  to  organize  that  committal ^j, 
on  a  purely  American  basis  and  not  insert  any  British  or  other  id- 
miiiistrators  until  we  had  got  it  in  satisfactory  form  to  oursdva 

When  I  returned  to  the  office  of  the  Shipping  Board,  between hil 
past  3  and  4  o'clock,  the  following  had  occurred:  A  meeting  of  tin 
ooard  had  l)een  held;  three  or  four  visiting  members  of  thecomiiffl- 
sion  had  been  present  at  the  meeting;  a  resolution  had  been  pMwl 
making  Mr.  CoTmop  Guthrie  a  meniDer  of  our  New  York  shipm 
conmiittee,  and  it  was  in  the  stenographer's  notes  in  thatfonn  1 
had  never  heard  anything  about  it  before  the  meeting;,  and  I  didnot 
know  anything  about  it  until  I  returned  from  that  confweofii 
When  T  came  in  Mr.  Brent  said  to  me,  '*I  do  not  know  how  we 
this     - 

Mr.  Kkllky  (interposing).  Who  said  that? 

Mr.  Dhnmax.  Mr.  Brent.  He  said,  "I  do  not  know  how  we 
this."  And  then  there  was  a  session  of  the  board  held — anditwn 
a  very,  very  warm  session  of  tlie  ])oard — and  within  20  minutestlit 
was  wined  out.  Now,  how,  between  12  o'clock  and  half  past  3,  those 
gonlleinoii  got  tliere,  and  the  session  was  held,  and  Mr.  Conni^ 
(riithri(»  \\ns  phiced  on  this  group  of  administrators  we  had  in  NV 
York,  T  do  not  know.     I  can  tell  you  how  he  was  taken  off. 

)V(»  (hd  want  this  cooperation  with  the  British  to  be  worked  out. 
Wo  did  ultimately  liave  the  same  gentleman — not  in  my  time, but 
hiter  on  -th.e  same  gentleman  in  cooperation  with  this  board  in  Xe'J 
Voik.  Ikit  the  point  was  that  we  then  had  no  ships  to  operateand 
hjid  not  tj:ottcn  things  started  ourselves  in  the  form  that  we  wantw 
it :  V.  ('  hjid  not  had  our  conferences  with  the  visiting  commission;^ 
worc^  siill  uj)  in  the  air  as  to  what  we  were  actually  going  t<)(lo.  ^ 
iookiMi  upon  it  as  extraordinary:  in  fact,  as  T  look  back  upon  all tw 
(^\li."0!(hnarv  and  signiiicant  things  of  that  month,  that  seems  the 
most  important  to  nie,  more  signiiicant  even  than  this  matter  of  tw 
Cnnai'd  s!iij)s. 

Vou  asked  me  on  yestenhiy  what  my  delegation  of  authority  wis 
in  regard  to  the  conference.  T  have  here  a  copy  of  the  outline  of  tw 
confercMice  and  its  members,  given  me  by  the  State  Depai'tment.  It 
is  as  follows: 

snirPING — KCONOMY   AND   SUPPLY. 

Sahjjicts: 

1  a  I   lloquirdtioning  of  sliipping. 

(b)  Disposition  and  l)es1  uso  of  available  ships.     (Coastwise  trade,  etc.) 
<  ri  (it'iinan  ships  in  Tnit/Kl  States  ports. 
u/)  Austrian  ships  in  I'nitod  States  i)ort8. 

iVi  Knoniy  ships  in  neutral  ports.  .  . 

i/i  Shij)building  in  Tnited  Stat(,'s  yards  and  elsewhere.    (Supply  of  steel  and ow" 
materials.) 
( q )  Ships  under  construction  for  Allies  and  neutrals. 
(h)  Employment  of  neutral  ships  not  at  present  in  allied  trades. 
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h  negotiators: 
It.  Balfour, 
ir  G.  Foster, 
ir  R.  Crawford, 
dmiral  de  Chair. 


United  States  conferees: 
Secretary  of  State. 
Mr.  Polk. 
Mr.  Denman. 
Secretary  of  Commerce. 

)w,  in  the  course  of  that  conference  there  were  certain  phases  of 
at  approached  the  realm  of  the  secret  treaties  aflFecting  Shan- 
.  My  activities  in  that  connection  had,  in  my  opinion,  more  to 
ith  my  departm*e  from  the  Shipping  Board  than  any  other  source 
tfluence  which,  indirectly  but  powerfully,  may  have  been  the 
B  of  my  not  being  able  to  carry  out  my  policies  myself.  If  you 
obtain  the  permission  of  the  President — which  I  have  always 
ured  prior  to  any  statement  that  I  have  made  concerning  my 
ities  m  his  behalf — I  believe  that  one  of  the  sources  of  interfer- 
with  my  administration  as  chairman  of  the  Shipping  Board  may 
early  disclosed. 

tming  back  to  the  subject  of  motor  ships  and  the  causes  of  for- 
propaganda  against  them,  you  will  recall  that  Great  Britain  was 
ii-buming  nation  prior  to  the  Great  War  and  did  not  possess  any 
b  oil  fields.  British  shipping  has  always  been  closely  coordinated 
ritish  raw  materials.  The  Bumieister  and  Wain  J>iesel  patents 
I,  however,  being  used  in  the  Harlan  &  Wolff  yards  prior  to  the 
and  during  the  war  they  produced  a  number  of  these  large  Diesel 
3.  In  my  testimony  on  yesterday  it  appeared  that  the  British 
el  plants  were  turned  on  submarine  construction.  The  Harlan 
^olff  plant — in  which  Lord  Pirrie  has  theinterest  I  have  spoken 
however,  continued  to  build  large-size  Diesel-motor  cargo  and 
enger  ships  during  the  war.  Since  that  time,  with  the  Mesopo- 
ian  oil  fields  in  sight  and  now  apparently  in  hand,  has  come  an 
mous  stimulation  of  intemal-coml)ustion  oil  engines  construe- 
in  Great  Britain,  producing  the  activities  shown  in  the  ))artial 
of  ships  which  I  gave  to  you  yesterday  and  which  I  trust  will 
Jar  in  the  record.  The  long  voyages  of  the  Danes  and  Swedes 
Norwegians  are  like  ours  in  America.  That,  as  I  say,  developed 
Diesel  long  prior  to  this,  and  I  now  will  read  a  short  excerpt  from 
ry  volummous  writer  on  shipping  matters,  which  you  will  find 
inent. 

le  Chairman.  I  know  that  we  might  find  a  whole  library  full  of 
Lments  pertinent  on  the  matter,  but  we  can  not  continually  fill 
ur  record  with  excerpts,  it  seems  to  me,  from  various  documents, 
are  asking  for  your  views.  You  have  expressed  them  pretty 
and  submitted  documents  wliich  are  in  the  record  here,  ana, 
les,  the  matter  to  which  this  is  directed  is  more  a  legislative 
osition,  which  should  properly  go  to  another  committee  of  the 

se. 

r.  Denman.  I  quite  agree  witli  you  that  I  should  not  go  on  and 
nd  on,  but  this  happens  to  be  Mr.  Hurley,  and  it  happens  to  show 
t  Mr.  Hurley  recommends,  and  also  shows  what  he  knew  in 
ist,  1917. 

r.  Steele.  Is  that  an  excerpt  from  his  book  "The  New  Mer- 
t  Marine"? 

r.  Denman.  It  is.     I  want  to  show  that  the  vessels  that  he 
nmends  as  his  type  to-day  are  vessels  of  1912  and  1913.    It  is 
short: 

96  in  the  wake  of  this  first  bold  venture  came  the  Salandia^  engine  by  Burmeistff 
^ain,  in  1911. 
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Tlie  Salandia  is  the  first  vessel  in  that  group  of  pictures  of  21  shi 
tliat  I  handed  to  you  the  day  before  yestenhiy. 

This  vesnel  is  a  7.4()0  dead-weight  ton  car^o  ship,  driven  hy  twin  screws,  eachsii 
heinjr  iittod  with  an  8-cylinder,  4-cycle,  directly  reversible  marine  Diesel  motor 
95()  i)rake  horsepower.  The  vessel  had  been  engs^ed  in  long  vo>'ag«  Mk 
Kurope  and  the  Indies  in  the  service  of  the  East  .Asiatic  Co.,  and  herperformii 
has  been  so  highlv  satisfactory  that  several  hundred  seagoing  motor  fhip- that bi 
followed  her  in  the  service  have  been  deigned  and  engined  in  substantially 
same  way.  There  has  boon  a  tendency  to  larger  cylinders  with  4  cycles,  but  in 
every  improvement  in  the  marine  Diesel  has  been  in  mechanical  bettennep' 
parts.  *  *  *  An  excellent  and  very  full  idea  of  the  comparative  economid 
the  sieam  engine  using  coal  fuel  and  the  Diesel  motor  using  any  of  its  wide  Tins 
oil  fu(4s,  may  be  had  from  the  following  extracts  taken  from  the  engineer's  log  I 
and  to  vessels  in  the  employ  of  the  same  company  engaged  inma'dng  thesamevoy 

Then  follows  a  des(Tiption  of  the  vessels  and  tlie  items  of  enj 
peiforrnance,  showing  a  saving  of  3  to  1  over  coal.  Now,  thB 
tvpi(;al  vessel,  wliich  is  the  basis  of  Mr.  Hurlev's  eonviction 

•.-X  •^  _ 

w(»  must  go  to  the  building  of  niotorships.  Astonishing  to  sa; 
exactly  fits  the  Siafri' -410  feet  long,  55  feet  wide,  30  feet  (I 
(lead  weight  carrying  capacity  9,500  tons,  and  speed  11.14  ki 
The  Si(rn  was  the  vessel  that  sailed  into  San  Francisco  in  1913. 
the  Si(nn  followed  tJie  niod(»l  of  the  SalaiuJm  and  the  hundrei 
vessel^  Mr.  llurlev  described.  Alreadv  had  a  very  large  numb 
tlicni  been  i)uilt  when  I  turned  the  project  over  to  him. 

Xow,  Mr.  K(^llev,  you  asked  me  on  yesterday  whether  or  r 
the  contract  from  tlu*  Oainps  group  was  examined  by  Mr.  H 
in  Januarv,  I'HS.  if  that  contract  at  that  time  would  have  k 
any  vahu*  t;)  liim? 

Air.  (\).\NALr.v.  1  would  like  to  ask  you  a  question  with  refo 
t)  tie  llurh\v  4U;>t.ition  which  you  say  was  irom  his  book.  ^ 
was  tiie  book  [)U}>lished  t 

Mr.  I/KNMAN.   l;"eci'ntly. 

Mr.  CoxNAT.LY.  Why  did  you  make  the  statement  that  theq 
tit>n  w  ould  show  w  hat  Mr.  Hurley  thought  about  the  subject  in 

Mr.  Dexman.  Because  1  told  him  this. 

Mr.  CoxxALLY.  But  your  telling  liim  that  does  not  appear 
from  th(*  ([uotation  from  the  book. 

Mr.  Dknmax.  No;  but  I  am  showing  the  identity  of  my 
nicjits  ill  19J7  with  Mr.  Hurley's  statement  in  1920. 

Mr.  (\)XXALL\.  Do  vou  think  it  hardlv  fair  to  say  that  y( 
([noting  from  a  l)0()k,  wldch  was  ])ublished  in  1920,  which  woulc 
wliat  Mr.  llurlev  knew  iji  WMl  i   . 

Mr.  Dkxmax.  If  you  got  that  impression  I  am  sorry. 

Mr.  CoxNArj.v.  1  think  you  gave  it,  and  I  think  the  stenogra 
Jiotes  will  show  that  way. 

Mr.'  Dknmax.  If  1  gave  it  tliat  way  I  am  glad  you  called  my 
tion  to  it.  The  fact  is  that  this  statement  is  my  statement  i 
in  form. 

Mr.  CowALiA.   But  it  is  not  shown  in  the  book  or  \\Titt-en  f* 

Mi\  Dknmax.  AVhat  is  here  stated  in  Mr.  Hurley's  book  i 
is  a  n^production  of  our  discussion  in  1917.  Mr.  Walsh,  on  yes 
you  were  askijig  me  a])()Ut  the  contract  proposed  with  the  ( 
grou]>.  and  our  discussion  at  a  luncheon,  Mr.  Hurley  gave  nu 
in  l!)18,  of  the  Crani]>s  contract.  At  that  time  he  could  nc 
availed  liimself  of  it  because  when  the  contract  was  not  taker 
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successors  the  Navy  came  in  and  took  up  practically  all  the  con- 
•taructive  capacity  or  activity  of  the  Cramps  plant. 
Th.e  Chairman.  For  Diesels  ? 

Mr.  Denman.  It  was  Navy  construction.  I  can  not  tell  you  about 
Diesels.  I  think  it  was  for  steam^  and  that  the  Delaverne  Diesel 
^Aiit  was  not,  as  I  understand  it,  acquired  by  the  Cramp  ship- 
puilding  people,  although  I  may  be  mistaken  about  that.  The  point 
■s  that  the  licenses  of  the  CVamps  were  not  utilized  even  early  in  1918, 
jttor  ivere  they  utilized  after  the  armistice,  nor  were  any  of  the 
hundreds  of  steel  contracts  for  cargo  ships — ^for  hulls  I  am  speaking 
<rf  now — let  for  the  Diesel  form  have  these  other  large  Diesel  plants 
,^ttat  could  have  manufactured  under  the  Cramp  license  or  the 
▼y  urkspoor  license,  or  any  other  license  utilized  for  making  commer- 
^^^1  Diesel  engines,  but  instead  some  of  them  were  converted  into 
*«e  manufacture  of  steam  engines. 

^^Mr.  Kelley  on  yesterday  asked  me  whether  or  not  the  operations 

^■i  the  Diesel  engine  in  commercial  carrying  ships  was  a  more  or  a  less 

-^^pensive  operation  than  a  steam  vessel   burning  oil   under  ttie 

^Oilers  in  the  form  of  propulsion,  and  I  gave  him  my  opinion.     I  have 

*^Bre  the  opinion  of  about  25  of  the  more  important  snipping  men  of 

ttte  world,  English  and  American  and  Scandinavian,  on  this  subject, 

'  '^'^Wch  answers  that  question: 

The  future  of  the  motor  ship  is  exceptionally  brilliant. — Sir  George  B.  Hunter. 

The  Chairman.  How  authentic  are  those? 

Mr.  Denman.  They  appear  in  this  technical  journal  Motorship, 
^nd  I  imagine  will  not  oe  questioned.  They  include  Admiral  Lord 
■Fisher  and  the  whole  group  of  men  who  have  been  for  years  prog- 
nosticating, and  many  of  tnem  manufacturing  Diesels.  Sir  Marcus 
Samuel,  who  is  engaged  very  largeh  to-day,  and  has  been  during  and 

Since  the  war,  in  the  manufacture  of  Wurmeister  and in  Eng- 

**n(l,  makes  a  statement  concerning  their  economies. 

,  The  Diesel  oil  engine  is  much  more  economical  than  the  ordinary  method  of  driv- 
^^  ships.  You  can't  compete  with  foreign  competitors  on  any  other  basis. — Admiral 
^-  S.  Benson. 

I  Would  like  to  see  200  American  motor  ships  of  10,000  tons  and  14  knots  speed  in 
^'^ice.  Ship  owners  who  are  building  steamships  now  will  soon  wish  thev  had'nt. — 
^idward  N.  Hurley. 

It  behooves  us  to  economize  in  the  use  of  oil  in  every  possible  way. — Prof.  B.  E. 
-^^^tnstrong. 

The  coal-fire  boiler  and  the  steam  engine  have  seen  their  best  days,  and  in  a  short 
*Une  may  be  on  the  scrap  heap. — John  Ix)ckie,  eilitor  Steamship. 

The  fuel  economy  of  the  motor  ship  makes  her  cheaper  to  operate  than  the  steam- 
^ip  in  spite  of  greater  investment  charges. — Dr.  Chas.  E.  I.ucke. 

We  inrs'orway  are  convinced  of  the  superiority*  of  the  motor  ship. — Thor.  Thoresen. 

In  a  few  years  every  shipbuilding  concern  in  America  will  oe  devoting  all  its 
^tivities  to  building  motor  ships. — (ieo.  A.  Amies,  Union  Iron  Works. 

The  economic  ship  should  have  Diesel  engines  instead  of  either  coal  or  oil  fired 
^team  engines. — Sir  J.  H.  Biles. 

Oil-fired  boiler  installations  are  a  terrible  waste  of  fuel. — Ernst  A.  Ileden. 

llie  editorials  in  MoU)rship  are  along  the  line  of  my  sentiments  and  I'm  glad  to  see 
you  push  the  matter  so  hard. — Representative  G.  W.  Eklmonds. 

You  are  in  a  splendid  position  to  emphasize  the  advantages  of  the  Diesel  engine  to 
American  shipowners  in  their  world-wide  shipping  competition. — Arthur  M.  llarris. 

I  have  no  reason  to  doubt  the  advantages  of  the  motor  ship.  All  the  evidence  is 
one  way. — ^Admiral  R.  E.  Coontz. 

The  marine  oil  engine  is  comparable  in  its  importance  with  the  introduction  of  the 
steam  engine  by  Watt. — Lord  Weir. 

Steam-driven  freighters  will  find  it  dilhcult  to  compete  with  Diesel-engined  ves 
«el0.     Builders  on  the  Continent  are  fully  alive  to  the  vast  amount  of  business  that 
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lies  ahead  in  the  converting  of  the  steam-driven  mercantile  marine  to  motor  povcr.- 
Editor  Liverpool  Journal  of  Commerce. 

There  should  be  justification  shown  for  the  construction  of  any  oil-biiniii«df  i 
which  does  not  use  an  engine  of  the  Diesel  type. — Ex-Secretary  of  the  Interior  Fial. 
lin  K.  Lane. 

The  Diesel  motorship  is  the  freight-carr>'ing  vessel  of  the  world  for  economy.- 
Frank  V.  Munson. 

The  nt^cessity  for  ecx)nomy  is  ever  more  urgent  owing  to  the  high  cost  of  OAliiji 
oil. — Alexander  Cleghorn. 

You  were  asking  me  whether  there  has  been  any  place  in  whick 
tliis  project  in  our  time  had  been  laid  down  as  a  matter  of  policy,  ttd 
I  am  now  quoting  from  the  records  of  the  Shipping  Board: 

Minutes  of  a  special  meeting,  Wednesday.  July  19,  1917. 

The  Chairman  (Mr.  Denman).  I  desire  to  say*  G«neral.  that  as  to  the  proposabof 
the  Oanip  people  as  to  the  construction  of  Diesels,  that  that  is  the  bi^nningofi 
groat  project,  a  project  which  involves  the  use  of  the  Diesel  motor  ultimately  tfi 
aubHtituto  for  steam.  1  happen  to  be  familiar,  and  have  been  for  some  time  an  it- 
torney  for  a  company  operating  a  fleet  of  Diesels  between  Scnadina\ia  and  Califcffnii, 
with  some  of  the  details  of  their  use  and  their  value,  and  know  some  of  the  posjibilititi 
of  their  d<^velopment. 

In  view  of  the  fact  that  it  is  not  a  simple  contract,  but  the  beginning  of  agnrt 
projort.  I  (lo.^iired  to  have  the  Shipping  Board  present  so  that  they  could  sitandconsall 
with  the  various  persons  engaged  in  the  project,  get  information  and  put  questica, 
80  tliat  if  they  have  any  su^cstions  floating  out  of  their  experience  and  mine  whick 
in  not  entirolv  negligible  thev  could,  after  consultation  with  vou,  work  out  the  proj«ct 

in  full. 

*  *  *  *  »  #  ♦ 

Tlio  Chairman  (Mr.  Donman).  We  may  also  want  to  discuss  the  question  vhethtf 
or  not  the  contnutt  with  these  gentlemen  for  the  development  of  the  thing  should 
1)0  along  the  linos  of  (rovcuument  ownersliip  of  the  license,  or  Government  ownerdiip 
of  tlu'  Diusol  ])lant  itself,  just  at  you  are  going  to  make  this  fabricating  ship  plant 

After  I  retired  from  the  board 

Air.  Foster  (interposing).  May  I  ask  right  there,  how  soon  did  you 
retire  after  the  day  on  which  that  meeting  was  held? 

Mr.  J^ENMAN.  On  the  24th. 

Mr.  FosTEK.  This  was  on  what  day? 

Mi\  Denmax.  The  19th.  After  I  retired  from  the  board  I  prepared 
a  st iitenient,  wliich  was  read  into  the  records  of  the  Senate,  as  follows: 

The  Shipping  JJoard  had  other  constructive  policies,  both  to  meet  war  need  and 
for  tlic  u|)l)uil(ling  of  our  mercantile  marine,  which  it  Wiis  framing,  always  acting 
iin(l(?r  (lie  pressure  of  the  consciousness  of  the  submarine  menace  and  always  unJfT 
the  n(M(»H.sity  of  creating  a  new  branch  of  its  organization  as  its  functions  were  in* 
croa.sed.     A  brief  review  of  thCiSi*  policies  may  not  be  amiss: 

I.  The  control  and  reduction  of  freiirht  and  chivrter  rates.  This  required  theoB- 
niandccrini:  ])Ower.  wliich  was  not  delegated  to  us  until  July  11,  and  coofwraiiofl 
with  tli<'  Allies.  Negotiations  had  progressed  to  the  point  where  the  plan  could ha^ 
been  put  in  operation  in  a  very  sliort  time  after  granting  the  power  to  commandetf- 
Qui<k  reli<'f  wan  esdential. 

L\  The  conimande(;ring  of  all  our  tonuoge,  with  its  continued  operation  for  Go' 
eniment  account,  but  in  the  hands  of  the  private  owners  and,  as  far  as  poaable,  con- 
sistent with  war  needs  in  its  former  routes,  carrying  materials  for  our  baaic  ^^ 
induHtries. 

:>.  The  carrying  out  of  the  agreement  made  in  June  between  the  owners  Andsei- 
inen  for  a  (tailing  back  to  the  sea  of  the  large  body  of  seamen  on  shore  and  tixing^^ges 
and  Ixjuuses  during  the  war. 

•1.  'i'lie  cliartering  and  control  of  neutral  tonnage  to  serve  the  conunon  i^^ar  need- 

5.  The  inauguration  of  the  ])uilding  of  a  Diesel  motor-driven  fleet  of  merchap^ 
sliips  of  the  Norwegian  George  Washington  type,  which,  with  the  great  8a\ing  i'' 
fuel  and  cargo  space,  wide  siuliug  radius,  and  reduced  labor  cost,  would  free  ubiWID 
bunker  control  of  other  nations  and  give  us  a  dominance  in  maritime  carriage  after 
the  war. 
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?hat  brings  us  to  the  subject  of  bunker  control  and  how  it  was 
a*cised  on  American  ships  before  I  became  chairman  of  the  Ship- 
g  Board  and  aftcrwaros.  The  bunker  control  was  exorcised  by 
i  British  Government,  acting  through  its  diplomatic  representa- 
es  in  the  United  States,  and  also  through  its  consular  representa- 
€s.  An  American  fleet  of  vessels  would  have  one  ship  in  a  British 
nkering  station,  and  be  requiTed,  before  it  was  permitted  to  obtain 
bunke  coal  and  sail  away,  to  sign  an  a^^eement,  through  the 
inagement  of  the  company,  whereby  the  ship  was  to  do  certain 
ings  agreeable  to  the  British  war  policy.  The  Pacific  Mail  Steam- 
ip  Co.  had  a  vessel  in  England  and  was  compelled  to  sign  one  of 
>se  agreements  befoi  e  they  could  get  her  out. 
tfr.  Kelley.  Did  that  come  to  your  knowledge  as  chairman  of  the 
ipping  Board  ? 
vh ,  Denman.  Yes,  si^. 

\ii\  Kelley.  Is  there  any  record  of  it  in  the  board  ? 
^Ir.  Denman.  I  have  a  copy  of  the  bimkering  agreement,  that  was 
en  to  me  by  Sk  Richard  Crawf o  d  on  my  request,  to  learn  what 

I  happened  to  the  Pacific  Mail  Steamship  Co.  This  agreement 
•vided,  amongst  other  things,  and  we  wei  e  then  a  neutral,  that  the 
icrican  company's  ships — not  one  of  the  fleet,  not  the  particular 
p  that  needed  the  bunkers,  but  any  one  of  the  fleet  of  that  com- 
ly — should  carry  no  enemy  of  Gieat  Britain  on  her.  That  is  to 
',  oiu-  then  neutral  associates  in  the  family  of  nations — the  Bul- 
ians,  AiLstiians,  Germans,  and  the  Tuiks  and  all  countries  at  war 
.h  Great  Britain — that  no  national  of  those  coimtries  should  be 
lied  on  a  Pacific  Mail  Steamship  Co.  ship,  between,  say,  Manila 
d  San  Francisco,  or  between  San  Francisco  and  New  York  or  any 
ler  iimerican  ports,  or  any  other  port  in  the  world. 

Mr.  Kelley.  Great  Britain  was  at  war? 

Mr.  Denman.  Oh,  yes;  she  was  at  war.  Mind  you,  when  my  ad- 
nistation  developed  I  had  in  mind  the  same  character  of  control. 
it  the  point  I  am  making  is,  how  it  is  done,  so  that  you  may  have  a 
3ture  here,  and  the  members  of  the  Congress  may  have  a  picture, 
how  these  agencies  may  be  utilized  when  you  come  into  commercial 
any  other  conflict. 

Take  the  Jones  bill,  for  instance,  and  it  would  be  entirely  proper, 
nean  legally  proper,  as  a  reprisal,  for  the  business  interests  of  Scandi- 
via  or  any  other  interests  controlling  coal  bunkers  to  say:  ^'We 

II  not  bunker  a  ship  that  under  the  provisions  of  the  law  of  its 
g  has  exceptional  benefits  from  the  Governments  that  are  dis- 
uainating  against  us.  That  is  the  picture  that  I  want  to  draw, 
t  I  am  not  trying  to  discuss  the  morals  of  it.  The  motor  ships 
^e  a  radius  of  25,000  to  30,000  miles;  they  free  you  from  bunkers. 
Mow,  as  to  how  many  of  those  agreements  were  si^ed  in  all,  I  do 
t  know.  I  understand  that  every  fleet  in  the  United  States  was 
xipelled  to  sign  one  if  they  had  a  ship  which  wished  fuel.  The  re- 
LTK  concerning  bunkers  is  in  explanation  of  the  last  sentence  of  my 
iject  as  outlined  to  the  Senate. 

C  was  asked  on  yesterday  about  motor  ships  being  constructed  in 
s  country.  There  are  to-day  11  motor  ships,  aggregating  one 
ndred  ancl  twenty  and  odd  thousand  tons,  being  built  in  America; 
d  they,  of  course,  are  the  beginning  of  many  more  to  follow.  Mr, 
hwab  is  building  if  our  of  about  20,000  tons'  dead-weight  capacity. 
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Mr.  Steele.  Each  one  ? 

Mr.  Denmax.  Yes:  each  one.  That  shows  how  the  powers haye 
developed  sine©  the  10,000-ton  ships  in  my  time  and  in  Mr.  Hurlevs 
time.  The  l(),00()-ton  ships  was  what  is  regarded  in  a  way  astlie 
unit  of  tramp  cargo  carriers.  Two  are  being  built  for  the  AmericiD.  |v. 
Hawaiian  Steamship  ( -o.  by  the  Cramps.  Those  I  think  are  12.1)00 
tonners.  Another  is  being  built  for  the  ^Vlaska  Steamship  Co.. bull 
have  not  got  the  size  of  that.  Two  are  being  built  for  the  Standiii 
Oil  Co.  of  California.  One  is  being  built  for  the  Submarine  Bott 
Corporation. 

In  this  connection  I  want  to  speak  of  the  attitude  of  certain  oil 
companies  toward  the  Diesel  motor  ships  which  would  cut  down  to  i 
third  the  marine  market  for  fuel. 

Mr.  CoNNALLY  (interposing).  Mr.  Chairman,  I  want  to  objeci 
right  here,  and  jisk  how  far  is  the  committee  going  to  pursue  tb* 
Diesel  proposition '? 

The  Chairman.  It  seems  to  me  that  those  matters  are  subsequenl 
to  the  administration  of  Mr.  Denman  and  his  successors.  I  do  not 
quite  see  the  pertinency,  except  the  fact,  which  appears,  that  tier 
are  building  Diesel  ships  now.  I  do  not  know  that  we  care  amlhii? 
more  about  that.  This  whole  Diesel  proposition,  or  a  goodly  portioii 
of  it,  Mr.  Denman,  as  you  have  testified  about  it  before  the  committe*. 
of  course,  is  not  strictly  within  the  jurisdiction  of  this  committee. 
You  have  explained  very  fully,  and  gone  into  the  matter  ver\'  fulk. 
but  there  is  a  vast  amoimt  of  it  that  does  not  come  within  our  juri*- 
diction.  You  have  brought  out  the  fact  that  this  proposition  wis 
under  consideration  at  the  time  you  resigned,  and  that  a  contract 
was  practically  to  be  signed  and  was  not  signed,  and  that  it  wi^ 
fotisible,  according  to  your  view;  and  I  understand  that  Diesel  ships 
are  ])oiiig  built  at  this  time. 

Mr.  Denman.  That  is  in  pursuance  of  the  quc^stion  put  to  me  on 
yesterday. 

The  CiiAiKMAN.  I  do  not  know  who  asked  any  questions  which 
make  what  you  are  about  to  say  responsive.  I  have  no  doubt  that 
this  information  may  be  valuable  or  perhaps  may  be  consiilerwl 
pertinent  by  some  other  committee,  but  you  understand  that  this 
is  not  a  lej^islative  committee,  and  I  do  not  think  we  ought  to  pursue 
tli(^  subject  b(\vond  the  point  that  you  have,  I  think,  very  fuUy  devel- 
oped: nauK^ly.  that  this  matter  wtis  under  consideration  by  you  as 
cliainnan  of  the  board ;  that  the  most  of  the  details  had  been  arranged: 
that  a  contract  had  ])een  practically  prepared  and  was  being  taken 
up  with  a  view  to  signing  it,  and  was  handed  down  by  you  to  the 
subso(|U(vnt  administration,  but  nothing  was  done  by  them. 

Mr.  Dknman.  I  think  you  have  been  very  generous  with  me,  Mr. 
Chairman,  in  allowing  me  to  expand. 

Tlie  Chairman.  We  (Mideavor  to  give  every  witness  a  chance  to 
make  whatevc^r  statement  it  is  his  desire  to  make,  but  of  course  vou 
must  appreciate  that  then*  are  limits  within  which  the  inv(»stigation? 
of  tliis  committci*  must  be  confined,  and,  as  Mr.  Connolly  suggests. I 
do  not  (juite  see  that  we  would  be  justified  in  pursuing  it  any  lurther 
along  th(^  apparent  lines  of  your  statement  just  now  made- 
Mr.  Denman.  To  briefly  explain  that,  Mr.  Kelley,  on  yesterday, 
asked  me  about  n^ative  costs. 

TJie  CiuiRMAN.  WeW,  yowYva^e^  ^vv^iitivem  to  us. 
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Denman.  And  I  am  ouite  certain  that  Mr.  Kelley  had  in  mind 
rement  that  emanated  irom  one  of  the  employees  of  the  oil  com- 
;   but  there  is  no  need  for  going  into  that. 
3  Chairman.  You  have  furhisned  us  a  list  that  developed  the 

.  Denman.  All  right. 

B  Chairman.  Have  you  any  questions,  Mr.  Steele? 

-  Steele.  Just  a  few.  Mr.  Denman,  awhile  ago  you  stated 
Tou  severed  your  official  connection  witli  the  Sliipping  Board 
Lly  24,  1917.  Were  you  connected  in  any  way  with  the  Snipping 
d  subsequent  to  that  time  ? 

,  Denman;  No,  sir. 

-  Steele.  Then  did  you  have  any  means  of  knowing  what  their 
actions  were  after  that  time;  that  is,  in  an  official  way  or  by  any 
ection  with  the  board  ? 

\  Denman.  I  had  various  consultations  with  members  of  the 
1,  and  some  of  them  were  good  enough  to  seek  my  advice,  and 
got  it  gratis. 

'.  Steele.  After  your  connection  with  the  board  ended,  did  you 
in  in  Washington  ? 

.  Denman.  I  was  here  for  about  three  weeks.     I  wrote  a  letter 
r.  Hurley,  advising  him  that  I  desired  to  lay  before  him  these 
cts. 
.  Steele.  That  is,  the  Diesel  projects  ? 

.  Denman.  And  the  division  of  accounting,  and 

.  Steele  (interposing).  I  understand  that  you  live  in  San  Fran- 

? 

.  Denman.  Yes,  sir. 

.  Steele.  That  is  your  home  ? 

.  Denman.  Yes,  sir. 

.  Steele.  It  was  then  and  is  now  ? 

.  Denman.  Yes,  sir. 

.  Steele.  And  I  suppose  after  you  severed  your  connection  with 

hipping  Board  you  returned  home. 

.  Denman.  No;  I  was  here  for  four  months  in  the  spring  of  1918^ 

[inection  with  certain  litigation  I  had  here,  and  durmg  that  time 

J  in  constant  conference  with  different  persons  connected  with 

hipping  Board.     I  have  visited  Washington  and  consulted  with 

1  members  twace  besides. 

.  Steele.  That  is,  as  to  general  policy,  etc. 

.  Denman.  Yes,  sir;  as  to  general  policy. 

.  Steele.  You  did  not  keep  informed  as  to  details  i 

.  Denman.  Oh,  no. 

.  Steele.  So  that  anything  that  took  place  after  that  as  to  de- 

latters  of  accounting  and  things  of  that  kind  you  have  no  official 

ledge  of  them  ? 

.  Denman.  Not  as  to  details  of  accounting,  but  the  general 

Y  being  pursued  was  known  to  all  of  us. 

.  Steele.  On  yesterday  you  placed  in  the  record  a  list  of  the 

being  constructed  in  Great  Britain  of  the  Diesel  typo. 

.  Denman.  Yes. 

.  Steele.  Were  they  constructed  under  Government  or  private 

gement  ? 

.  Denman.  I  think  nearly  all  of  those  were  under  the — those 

being  constructed  are  under  private  management,  but  during 
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the  war  all  shippiii"^  in  Great  Britain,  as  it  was  in  the  United  Sii^ 
was  under  Government  control.  Ijord  Pirrie,  who  is  constru  ' 
the'U,  was  British  eoniptrollcr  of  shipping. 

Mr.  Steele.  That  list  is  made  up  of  ships  under  private  managh 
meiit  ^ 

Mr.  Denmax.  Yes,  sir. 

Mr.  Steele.  You  also  referred  to  having  obtained  a  Hcenseiril 
reference  to  the  Dies-^  engine. 

Mr.  Denman.  I  obtained  it  in  this  sense,  that  I  got  the  Crampsti' 
make  a  tiMider  of  the  liccMise  that  theA'  already  liad,  in  c/>nnecti(i 
with  the  contract. 

Mr.  Steele.  The  Diesel  engine  had  been  patented,  had  it  aot* 

Mr.  Denmax.  Well,  there  are  a  great  many  patents.     Theori^juil 
patent  of  Mr.  l)ies:^l  had  expired,  but  the  idea  iiad  been  appropri* 
to   many   forms  of  ])ropiilsion,   and    this    particular  one  that 
chosen  hy  Lord  Pirrie,  who  was  the  master  of  English  shipping duriflj 
tlie  war  and  was  luid  i)y  the  Gramps,  was  the  one  I  chose. 

Mr.  Steele.   Has  that  been  uatented  in  this  counti-v ? 

Mr.  DENirvM.  I  presume  it  Inis,  but  I  do  not  know. 

Mr.  Steele.  It  was  from  tlie  Cramps  that  you  obtained  tMi 
license  that  you  speak  of  ^ 

Mr.  Denman.  1  obtained  it  in  the  sense  that  I  got  the  Crampi 
associati'>n  to  olfer  to  build  it. 

Mr.  Steele.  On  yesterday  you  referred  in  a  general  way  to4l 
British  iiaving  acquired  control  of  the  Mesopotamian  oil  fieldSi 
Prior  to  that  what  was  the  comparative  production  of  oil  in  the 
l'nitc<l  States  and  Great  Britain? 

Mr.  P)enman.  1  can  not  give  you  the  figures,  but  it  was  overwheto' 
inglv  in  favor  of  the  L'nited  States. 

Mr.  Si'LELE.  As  a  matter  of  fact  we  export  large  quantities  of  oil, 
do  we  not  ^ 

Mr.  Di'.N^rAN.  Oh,  yes.  Our  supply  is  being  drained  by  BritiA 
fuel  consumption  in  ships  to-day  and  other  ships — Scandinavia 
and  tlic  whole  group. 

Mr.  Stekle.  But  tiie  whole  matter  is  under  the  control  of  tli 
country  as  far  as  surplus  production  is  concerned? 

Mr.  Den.uan.  That  is  quite  correct — well,  I  disagree  with  yoo, 
and  will  cornn't  that  l)v  saying  it  is  within  the  United  Stat<5S,  but  not 
under  Ignited  vStatcs  control. 

Mr.  Steelk.  Well,  it  could  be  in  time  of  war. 

Mr.  Dlnman.  Yes.  P>ut  not  now  when  it  is  being  drained  for  our 
conijxaitor's  heneiit. 

Mr.  Sti'.ele.  In  discussing  your  original  organization,  Mr.  Defr 
man,  you  stated  that  you  believed  in  division  of  responsibility. 

Mr.  Denman.  Division  of  functions  and  responsibility  over  them. 

^Ir.  Steele.  In  your  scheme  of  organization  which  you  outlined 
here,  then,  each  particular  division  was  confined  to  its  own  work. 

Mr.  Denman.  Well,  two  grand  divisions  were  all  I  spoke  of.  Th«t 
is,  operations  on  one  side  and  manufacture  on  the  other. 

Mr.  Steele.  During  your  administration  did  you  ever  take  cogn** 
zance  of  any  other  department  of  the  Government  at  all? 

Mr.  Denman.  Any.  other  department  of  the  CJovemment? 

Mr.  Steele.  Yes.     For  instance,  in  your  division  as  to  the  carriap  ; 
of  materials  did  you  take  into  consideration  that  the  Army  or  tto 
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y  Department  or  the  War  Department  might  be  interested  in 
transportation  of  that  particular  article? 

x.  Denman.  Yes.  Durmg  those  weeks  in  which  I  said  I  was 
T  rarely  at  the  actual  detail  administrative  meetings  of  the 
)ping  Board  I  was  in  constant  consultation  with  Secretary  Baker 

Admiral  Benson,  and  both  of  these  gentlemen  lent  their  cooper- 
>n,  as  well  as  did  their  subordinates,  toward  getting  a  uniform 
Bme  for  the  control  of  shipping. 

fr.  Steele.  That  was  witn  reference  to  the  organization. 
It.  Denman.  Yes;  that  was  with  reference  to  the  organization. 
It.  Steele.  So  far  as  Army  affairs  were  concerned,  that  was  left 
ihe  War  Department,  and  so  far  as  naval  affairs  were  concerned 
t  was  left  to  the  Navy  Department. 
fr.  Denman.  Yes,  sir;  but  in  coordination. 

It.  Steele.  This  /)rganization,  as  I  understand  you,  had  to  be 
ten  up  very  quickly,  almost  on  the  spur  of  the  moment,  and  was 
rely  different  from  the  War  Department  or  the  Navy  Depart- 
it,  which  had  grown  up  and  developed  through  a  long  series  of 
;8. 

T.  Denman.  Yes;  and  purposely  different,  because  it  was  to  be  a 
mercial  shipping  administration  and  in  constant  contact  with 

commercial  business  men,  and  would  attempt  to  absorb  their 
tiods   as   distinguished  from   the  more  highly  centralized   and 
nical  methods  necessary  to  the  Army  and  the  Navy. 
r.  Steele.  The  details  of  the  construction  department  you  say, 
h  left  almost  entirely  with  Gen.  Goethals. 
X.  Denman.  All  details  were  left  to  him. 
J-.  Steele.  iVll  details  with  reference  to  that  department  ? 
J.  Denman.  Yes,  sir. 

X.  Steele.  And  you  said  the  difference  between  the  disbiu-sement 
he  presidential  fimd  and  the  direct  appropriation  to  the  Emer- 
*y  Meet  was  as  you  outlined? 

T.  Denman.  Well,  the  distinction  1  was  making  at  that  time, 
n  I  was  testifying  a  few  minutes  ago,  Mr.  Steele,  was  the  difference 
veen  the  emergency  fund  that  we  used  to  operate  and  repair  these 
man  ships,  and  tKe  $50,000,000  with  which  we  bought  stock  of 
Emergency  Fleet  Corporation.  Now,  thereafter,  following  the 
of  the  lotK  of  June,  1917,  and  the  allocation  of  powers  by  the 
ddent  on  July  11,  1917,  vast  funds  came  from  the  Congress, 
lly  through  the  President,  but  from  him  directly  to  the  Emergency 
)t' Corporation,  and  in  legal  contemplation  did  not  pass  through 
Shipping  Board. 

[r.  Steele.  When  was  the  Emergency  Fleet  Corporation 
mized  ? 

[r.  Denman.  On  the  18th  of  April,  1917. 
[r.   Steele.  When   did   you  have   the   appropriation  from   the 

gress? 

fr.  Denman.  The  original  act  of  September,  1916,  provided  an 
Topriation  of  $50,000,000  for  a  Shippmg  Board  and  it  gave  to  the 
pping  Board,  that  original  act  did,  the  power  to  create  corpora- 
is  for  the  stimulation  of  shipping  activities.  Wlien  the  war  came 
the  legislation  that  1  proposed  to  the  Congress  in  the  session 
ling  on  March  4  was  defeated  in  the  press  of  the  activities  of  the 
i  two  weeks,  as  you  will  remember,  of  that  session.     So  that  I  had 
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no  now  war  powers  to  act  under  when  the  war  was  declared  on  A 
6.  wSo  that  what  1  did  was  to  create  the  Emergency  Fleet  Corpi 
tion  out  of  this  original  act  which  provided  for  the  creation  of  ti 
cor  poi  at  ions. 

Mr.  Steelk.  I  was  directing  your  attention  peculiarly  to  the' 
powers.     They  came  along  in  June,  did  they  not  ? 

Mr.  D  EX  MAN.  On  June  15.  I  was  with  the  Congress  for  about! 
weeks  shaping  up  that  hill. 

Mr.  Steele.  That  act  w^as  passed  on  June  15,  and  you  seve 
your  connection  w-ith  the  hoard  on  the  24th  of  July  following. 

Mr.  Denman.  Yt>s,  sir;  I  got  no  powers  under  the  act  until  the  I 
of  July. 

Mr.  Steele.  So  that  so  far  as  your  official  connec*tion  with 
administration  of  that  act  is  concerned  it  was  confined  to  a  peri(H 
ahout  two  weeks? 

Mr.  Denman.  That  is  correct. 

Mr.  Steele.  On  vesterdav,  Mr.  Denman,  in  the  course  of  vi 
testimony  you  referred  to  the  very  familiar  maxim,  **0h  thatm 
enemy  would  write  a  book.'*  Will  you  tell  us  who  the  enemy i 
and  what  was  the  title  of  his  book? 

Mr.  Denman.  T  was  referring  to  my  own  statement,  in  whici 
unfortunately  used  the  phrase  that  Mr.  Kelley  promptly  seizdup 
I  was  not  refeiring  to  anybody  else. 

Mr.  Steele.  The  impression  on  the  minds  of  some  people  was  tl 
you  were  referring  to  other  people. 

Mr.  Denman.  No;  and  the  fact  is  I  never  saw  the  book  t 
evidently  have  reference  to  until  this  morning. 

Mr.  Steele.  The  impression  on  some  peoples'  minds  was  that) 
were  referring  to  that  book. 

Mr.  Denman.  To  make  that  clear  let  me  say  that  the  gentlen 
I  am  spcniking  of,  Mr.  Hurley,  I  have  had  most  delightful  ana  arnica 
relations  with.  I  have  had  no  break  with  Mr.  Hurley,  and  adn 
him  gr(»atly.     Pie  did  not  take  my  policies,  it  is  true,  but 

Mr.  Steele  (interposing).  Well,  I  merely  wanted  to  correct  thai 

Mr.  Denman.  Well,  I  am  glad  you  did.  I  was  my  own  enem] 
that  case,  Mr.  Steele. 

Mr.  wSteele.  That  is  all. 

Mr.  FosTEK.  You  were  the  author  of  that  book  to  which 
referred  on  vesterdav^ 

Mr.  Denma\.  Yes,  su*.     I  meant  my  prepared  statement. 

Tlie  CiiAjiLMAN.  Mr.  lladley,  have  you  any  questions? 

Mr.   IIadlev.  A  f(»w.     Mr.  Denman,  you  referred  to  the  re< 
this  morning  for  a  statement  with  regard  to  the  board's  policy 
you  wished  to  have  executed  with  reference  to  Diesels.     Were  t 
the  minutes  of  tlie  Emergency  Fleet  Corporation  or  of  the  Ship 
Board  '. 

Mr.  Denman.  They  w^ere  Shipping  Board  minutes.  Gei 
Manager  Goethals  and  the  Shipping  Board  were  in  conference 

Mr.  Hadley.  They  were  on  the  19th  of  July? 

Mr.  Denman.  Yes. 

Mr.  Hadlev.  And  you  resigned  on  the  24th  of  July? 

Mr.  Denman.  Yes,  ^Vt. 

Mj-    Hadi  ey    At  l\ie  Ume  ^iSasv.V  ;:jqvjl  xcisA^  ^^\.  %\sv.\^\s^^8^ 
appears  in  the  min\ites  oi  \)[i^  Stiv^^m^  ^o^x^  ^  \siW  \^^ 
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er  testimony  that  you  had  no  knowledge  that  you  were  likeiy 

96ign. 

ir.  Denman.  That  is  correct. 

T.  Hadley.  That  information  came  to  you  later. 

T.  Denman.  It  came  to  me  about  an  hour  before  I  resigned. 

J.  Hadley.  So  that  this  minute  was  made  in  the  ordinary  course 

usiness  and  in  anticipation  of  proceeding  regularly  throughout  a 

tinuing  administration. 

[r.  Denman.  Yes. 

tr.  Hadley.  The  act  of  September,  1916,  under  which  the  Emer- 

By  Fleet  Corporation  was  organized  of  course  had  not  in  contem- 

ion  the  exercise  of  any  war  powers.     That  was  for  commercial 

construction  and  commercial  purposes,  was  it  not? 
r.  Denman.  No;  there  was  a  very  large  group  of  provisions  of  a 

nature  in  that  act.     That  act  was 

r.  Hadley  (interposing).  I  was  referring  to  the  section  of  the 
v-hich  dealt  with  the  organization  of  corporations. 
r.  Denman.  No;  the  organization  of  corporations  was  contem- 
k1  for  commercial  activity. 

•.  Hadley.  And  it  w^as  provided  that  one  or  more  corporations 
Lt  be  formed  as  in  the  judgment  of  the  board  might  be  thought 
asary  and  proper? 
T.  Denman.  Yes,  sir. 

p.  Hadley.  As  a  matter  of  fact  one  was  organized  and  only 
there  never  has  been  but  one  organized,  has  there? 
r.  Denman.  That  is  correct.     I  wanted  another. 
r.  Hadley.  And  that  was  organized  for  the  purpose  of  prosecut- 
jonstruction  work. 

r.  Denman.  Emergency  construction  work,  as  it  was  caUed. 
we  hoped  to  go  ahead  in  the  emergency  and  make  the  ships  of  as 
lanent  type  as  we  could. 

r.  Hadley.  And  the  board  was  organized  in  January,  some 
3  montks  before  we  entered  the  war. 
r.  Denman.  Some  two  months. 

r.  Hadley.  The  corporation  was  organized  a  short  time  after 
ntered  the  war,  10  days  or  such  a  matter,  was  it  not? 
:.  Dexman.  Yes. 

•.  Hadley.  But  the  emergency  shipping  act  referred  to  by  Mr. 
0  a  moment  ago  was  passed  in  June. 
•.  Denman.  Yes. 

*.  Hadley.  Did  the  act  which  you  had  reference  to  in  your 
er  do  more  than  provide  an  emergency  shipping  fund  for  ship 
^ruction  during  the  war? 

\  Denman.  Yes;  that  act  provided  for  powers  for  construction 
particularly  for  powers  which  I  sought  throughout  the  month 
ay  to  control  the  building  of  nonwar  steel  structures,  high 
lings,  and  bridges;  tlio  act  gave  the  President  power  to  place  a 
rential  order  that  would  cut  out  nonwar  construction  and  con- 
ate  the  steel  producers  on  war  material. 
'.  Hadley.  Tne  crux  of  that  was  this,  was  it  not:  To  confer 

the  President  the  power  to  construct  ships  and  appropriated 
en  sum  of  money  for  that  purpose;  that  is  correct,  is  it? 
.  Dexman.   Yos,  sir. 

Hadley.  And  it  also  conferred  upon  \ura  l\i^  \>cr«ct  \»o  ^ci  ^ 
h  such  agency  or  agencies  as  he  might  de>\.OTTM[ie\ 
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Mr.  Denman.  That  is  corr<50t. 

Mr.  IIadley.  And  ho  did  determine  upon  the  Shipping  B(« 

Mr.  Denman.  Yes;  for  operation. 

Mr.  Hadley.  And  delegated  the  power  to  the  board 

Mr.  Denman.  (mterposing).  Construction  went  to  the  Emei 
Fleet  Corporation. 

Mr.  IIadley.  Well,  in  saying  the  board,  the  Einergeiic\ 
Corporation  is  an  arm  of  the  board;  although  independent,  ii 
is  its  own  creator. 

Mr.  Denman.  It  was  at  the  time  of  the  creation;  but  1 1 
Mr.  Hadley,  that  the  devolution  of  the  power  from  the  Prc^i 
the  corporation  passed  entirely  by  and  not  through  the  S 
Board,  and  the  only  way  the  Shipping  Board  became  interest 
indirectly,  in  that  the  members  of  the  Shipping  Board  wer 
bers  of  the  corporation.  I  think  that  is  the  legal  effect  of 
of  June  15,  1917. 

Mr.  Hadley.  At  the  time  the  President  conferred  these 
upon  the  Emergency  Fleet  Corporation  did  he  accompany  tl 
any  specilic  directions,  or  did  he  simply  leave  it  with  the  bo 
the  Emergency  Fleet  Corporation  to  execute  the  power  in  tli 
way  without  anv  presidential  direction? 

Mr.  Denman.  There  was  no  direction  from  the  Preside: 
than  as  contained  in  the  order.     But  the  President  had 
discussion  with  Gen.  Goethols  and  myself  regarding  the  ] 
for  getting  a  large  quantity  of  vessels.     As  to  the  division  of 
ity,  tJie  order  he  gave  clearly  determined  that. 

Mr.  Hadi.ey.  The  order  itself  passed  the  authority  for  cons 
to  the  Emergency  Fleet  Corporation  ? 

Mr.  Denman.  To  the  Emergency  Fleet  Corporation,  and  fo 
tion  to  the  Sliipping  Board. 

Mr.  Hadley.  Then  it  developed  in  this  statement  that  tl 
sion  of  authority  was  not  one  instituted  by  yourself  but  bv  tti 
dent  throuo:h  vou. 

Mr.  Denman.  Well,  I  submitted  the  draft  of  the  order  to  1 

Mr.  Hadley.  Yes,  I  appreciate  that;  but  the  Presidcn 
dotennine<l  that  policy. 

Mr.  Denman.  Yes, 

Mr.  Hadley.  And  in  all  that  procedure  afterwards  itwastl 
of  that  policy  of  segregation  of  authority. 

Mr.  Denman.  No:  all  that  proceeding  afterwarcls  in  my 
or  not  all  but  a  very  considerable  portion  of  the  difBculty 
curred  afterwards,  arose  from  not  following  the  President's  o: 

Mr.  Hadley.  Well,  I  meant  to  sav  that  the  outstanding  ai 
under  which  presumably  things  would  occur  w^as  in  pursutuiC4 
division  of  authority? 

Mr.  Denman.  Yes,  sir. 

Mr.  PIadley.  Whether  it  was  followed  or  not  is  another  m 

Mr.  Denman.  Yes,  sir. 

Mr.  Hadley.  Then,  as  far  as  this  committee  is  concerned,  i 

uring  the  regularity  of  what  was  done,  that,  after  all,  has  to  1 

ured  by  the  terms  and  stipulations  of  the  by-law^s  and  minute 

Emergency  Fleet  CorpoTa\AOT\,  >N\\e\\  ^^  «ct^  x^i^Triii^  to  th« 

facture  of  ships. 

Mr.  Denma^.  T\iat  *ia  cotreeX,. 
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DLEY.  And  as  to  repairs  and  operations  we  would  refer  to 

es  and  proceedings  of  the  ^Shipping  Board.         ^ 

s'MAN.  You  would,  if  it  had  been  followed. 

OLEY.  As  to  whether  it  was  followed  after  you  left  the  board 

3t  personally  familiar? 

VMAN.  Only  bv^  the  statements  of  the  members  of  the  board. 

Di.EY.  Under  the  by-laws  of  the  Emergency  Fleet  Cor- 

\^as  this  delegation  of  authority  to  Gen.  Goethals,  to  which 

ed  in  the  early  part  of  your  testimony,  such  authority? 

s'MAN.  Yes. 

DLEY.  Was  it  in  the  by-laws  or  in  the  minutes  by  resolution  ? 

S'MAN.  My  recollection  is  that  Gen.  Goethals  was,  or  rather, 

on  of  general  manager  was  created  in  the  bv-laws  them- 

DLEY.  And  the  resolution  providinc^  for  the  selection  of 
hals  established  the  matter  of  the  board's  action,  in  pur- 
the  bv-laws. 
^MAN'.  Yes. 

DI.EY.  Rut  if  I  understand  you,  tliis  scheme  of  organization, 
selection  of  Gen.  Goethals,  it  wftuld  not  be  within  vour 
inder  the  by-laws  to  interfere  in  any  way  ^vith  his  manage- 
le  alfairs  of  the  Emergency  Fleet  Corporation. 
SMAN.  No;  except  that  as  the  general  manager  would  be 
direction  of  the  board  of  directors,  and  acting  as  president  of 
the  discussions  of  the  directors  I  would  participate  in.  But 
standing  of  all  of  us  and  every  one,  from  the  President  him- 
beginning-^hen  he  sent  for  Gen.  Goethals  or  wrote  for  him 
to  us,  was  with  the  understanding  that  he  was  to  have  con- 
had  had  on  the  canal,  for  details  of  construction.  You  will 
:  the  canal  was  designed  bv  the  engineers  and  then  carried 
m.  Goethals,  and  it  was  that  concept  here.  Y"ou  can  not 
d  it  without  picturing  him  in  his  prior  accomplishment. 
DLEY.  Such  conception  would  be  specified  in  the  by-laws  of 
;ency  Fleet  Corporation. 

^MAN.  Yes,  sir.  There  was  an  executive  committee  in  the 
poration  that  Gen.  Goethals  was  on,  and  that  was  Gen. 
in  fact,  the  executive  committee  was  really  Gen.  Goethals 

OLEY.  Referring  to  another  feature  of  your  testimony:  You 
he  recognized  forms  of  contract  for  ship  construction,  and  I 
named  three;  was  that  correct? 
s'MAN.  Four. 

[)LEY.  The  lump-sum  contract,  the  fixed  sum  plus  a  fixed 
le  contract  plus  percentage,  and  what  was  the  fourth  ? 
s'MAN.  The  lump  sum  was  variable  as  to  certain  items.  So 
lip  was  to  cost  $1,000,000,  and  the  steel  plate  was  estimated 
:s  a  pound,  and  yet  the  plate  actually  cost  3  cents  Or  3i 
Emergency  Fleet  Corporation  would  be  compelled  to  absorb 
nee  between  2 J  cents  named  in  the  contract,  the  tentative 
the  3  cents  or  3i  cents  actually  paid  for  the  plate, 
t  know  whether  I  did  say  on  yesterday  or  not  that  Judge 
r  the  controversy  over  the  price  of  steel  plate,  offered  us  all 
[  at  3  cents  a  pound. 
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Mr.  Hadley.  Am  I  correct  in  understanding^  from  your  testim 
that  the  bof^rd  at  no  time  during  your  incumbency  adopted  the 
of  cost  plus  a  percentage  ? 

Mr.  Denmax.  That  is  correct. 

Mr.  IIadley.  That  is,  cost  plus  a  percentage  on  the  cost. 

Mr.  Denman.  That  was  not  adopted. 

Mr.  Hadley.  Were  any  contracts  executed  during  your  in 
bency  that  so  provided  ( 

Mr.  Denman.  My  recollection  is  that  none  was  executed  ol 
character. 

ilr.  Hadley.  Do  you  recall  the  occasion  when  a  delegation  o 
tractors,  or  intending  contractors,  from  the  three  Pacific  Coast ' 
came  to  Washington  to  take  up  with  the  board  the  question 
alleged  discrimination  against  the  Pacific  coast  builders,  whoi 
was  claimed  that  an  order  or  an  edict  of  some  kind  had  been  issi 
the  efi'ect  that  the  cost  plus  a  percentage  plan  would  be  applied 
East,  but  not  on  the  Pacific  coast,  and  that  the  lump-sum  to 
was  to  obtain  out  there,  and  that  only?  Do  you  recall  an  oc 
of  that  kind  arising  while  you  were  on  the  board  ? 

Mr.  Denman.  I  think  I  do.  There  were  many  delegation 
fact  is  that  Washington  was  swamped  with  delegations,  but  I  n 
bcr  a  statement  about  disci iminat ion,  but  whether  it  was  k 
the  two  coasts  or  between  the  coast  and  some  certain  contr 
in  other  places  I  do  not  recall.  But  as  I  recollect  it  I  told  the  s 
man  of  that  group,  or  some  member  of  that  group,  to  take  the  i 
up  with  Gen.  Goethals,  and  I  think  it  was  adjusted  at  the  tim 

Mr.  Hadley.  I  think  that  is  true,  but  I  was  ^seeking  to  as( 
what  the  fact  was — as  to  whether  that  was  an  actual  order  thi 
gone  into  ellect  or  a  plan  that  was  contemplated  and  abandon 

Mr.  Denmax.  I  think  not.  I  know  that  Gen.  Goethals  was  j 
strongly  against  the  idea  of  permitting  a  contractor  to  think  t 
could  1)0  ojisv  in  construction  and  lax  in  administration.  s< 
there  would  bo  a  building  up  of  costs  which  w*ould  build  up  his  \ 

Mr.  Hadley.  As  a  matter  of  fact,  that  plan  was  adopte<l  lat 
applied  in  the  course  of  ship  construction,  was  it  not? 

Mr.  Denman.  I  only  know  that  by  hearsay.     The  general 
stantling  of  the  street  is  that  there  were  two  or  tliree  conln 
that  character  let. 

Mr.  Hadley.  Who  determined  the  kind  of  contract  that 
be  made  during  your  administration? 

Mr.  Denman.  Tlio  Emergency  Fleet  Corporation's  manag( 
was  a  part  of  tlicur  functions. 

Mr.  Hadley.  In  the  determination  of  thftt  was  it  left  enti 
the  gen(»ral  manager  or  did  the  board  of  directors  and  you  as  pn 
of  the  organization  have  a  consulting  status  regarding  the  chi 
of  contract  ( 

Mr.  Denman.  No 

Mr.  Hadley  (continuing).  I  do  not  mean  a  specific  or  ind 
contract  but  the  general  policy  under  which  contracts  were 
made. 

Mr.  Denman.  I  think  you  will  find  in  the  records  of  the  t 

memorandum  or  a  series  of  memoranda  exchanged  betweei 

Goethals  and  myse\t  regaTvWw^  \,\v<ib  tcv^\Xvc>^  q1  ^yOTa^aosatin 

tractors.     My  memory  is  t\o\,  i^\v^.«cc  T^^^ax^vc^  NkjkaX^NsviV  ^^ 
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Id  be  a  memorandum  exchanged,  and  sometimes  we  would 

discuss  the  matter. 

iDLEY.  Did  you  have  under  consideration,   among  other 

question  of  cost  plus  a  fixed  percentage  ? 
NMAN.  Yes.     A  great  many  men  would  say:  We  do  not 
o  into  the  building  of  ships.     We  have  two  ships  that  we 

but  we  do  not  want  to  build  ten  or  twenty,  because  it  is 
ir  capital  under  adverse  conditions.  Some  of  them  were 
otic  and  were  willing  and  anxious  to  do  all  they  could,  but 
men  urged  that  if  they  were  going  to  take  this  risk  they 
lave  a  corresponding  gain;  that  in  event  they  had  difficulties 
n  securing  materials,  at  a  higher  price,  or  difficulties  in 
ound  to  hnd  labpr,  and  more  particularly  administrators, 
liat  was  where  the  weakness  was  in  the  building  of  ^hips; 
n  to  take  those  plants  and  lick  them  into  shape,  or  to  get 

and  specialists  that  were  nec^sary,  they  thought  they 
have  something  more.  That  did  not  appeal  to  us.  We 
n  war  time  that  if  a  fellow  had  patriotic  energy,  a  fixed  fee 
^h  to  pay  him  for  it. 

DLEY.  What  in  your  opinion  is  the  difference  between  that 
)ntract  and  one  with  a  fixed  fee,  as  to  probable  cost? 
s'MAN.  The  fixed  fee  contract  gave  no  pecuniary  temptation 
itractor  to  expand  cost.     The  percentage  system  over  the 

of  course  had  a  direct  pecuniary  inducement  in  it  to  permit 
:o  loaf  on  the  job,  make  a  wasteful  use  of  materials,  and 
ho  cost  of  construction. 

le  Navy  had  pursued  the  percentage  policy  in  a  very  large 
f  these  contracts.  On  the  other  hand,  they  had  a  long- 
group  of  skilled  inspectors  and  adminLstratoi*s,  that  in 
3s  practicall}^  took  charge  of  plants  and  kept  them  within 
r  attempted  to  do  so — and  when  I  say  ''kept"  of  course 
[lot  know — but  they  attempted  to  keep  them  within  bounds 
iiision  of  cost  of  plants  that  might  otherwise  have  been  un- 

the  contractor  decided  to  make  money  and  nothing  else. 

DLEY.  Whei-eas  in  the  administration  oi  the  board  and  the 

y  Fleet  Corporation  you  found  much  difficulty,  did  you  not, 

men  of  experience,  or  any  experience  at  all  m  the  require- 

inspection  and  administration  ? 

<fMAN.  As  a  matter  of  fact,  so  far  as  the  type  was  concerned, 
centage  of  them  were  nonexistent.  They  had  to  be  created, 
to  be  taken  from  other  classes  of  manufacture  and  made 
ifacturers. 

DLEY.  There  were  very  few  facilities  for  shipbuildhig  at  all 
pbuilding  sections  as  they  were  afterwards  developed  ? 
^MAN.  Ihat  is  true. 

DLEY.  On  which  coast  did  the  greater  facilities  exist? 
NMAN.  At  the  beginning  of  the  war  the  greater  facilities 

the  Atlantic  coast.  At  the  height  of  the  construction  the 
ist  built,  not  comparatively  but  in  the  gross  more  vessels. 
DLEY.  Isn't  it  a  fact  that  the  Pacific  coast  built  more  than 
nt  of  the  tonnage  that  was  delivered  during  the  combat 

NMAN.  It  was  so  announced.  The  climate  there  permits 
m  in  summer  and  in  winter.     Willi  c\\tv\«A)^  ^mO^  ^iiS^  ^^ 
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have  on  the  Pacific  coast  in  the  summer  there  is  no  heat  and  men 
not  ducking  in  out  of  the  sun  when  working  on  the  hulls,  and  in 
winter  time  there  is  no  intense  cold  so  that  njen  are  seeking  tog 
fires  when  riveting. 

Mr.  Hadley.  Deliveries  began  earlier  on  the  Pacific  coast  i 
on  the  Atlantic,  did  they  not? 

Mr.  Denman.  I  do  not  know  about  the  case  of  single  ships,  I 
think  the  mass  of  tonnage  began  earlier. 

Mr.  Hadley.  Do  you  Know  why  that  was? 

Mr.  Denman.  You  know  the  shy  attitude  that  we  Pacific  Coa 
have  about  introducing  the  subject  of  our  climate.     My  impro 
is  that  it  was  due  to  the  superior  activities  of  the  men  who 
within  the  beneficent  range  oi  our  climatic  conditions. 

Mr.. Hadley.  I  was  led  to  ask  that  question  by  reason  of  oh^ 
tions  r  had  made.  I  notice  that  near  the  end  of  November, 
the  fii-st  steel  ship  was  ready  to  launch  the  next  day  in  Seattle,  m 
Cifj/  of  S((itih  as  I  recall.  At  Hog  Island  yard,  which  I  visited, 
the  Committee  on  Merchant  Marine  and  Fisheries  on  the  2.3d  of 
191 S,  six  months  later,  I  think  there  were  nearly  50  keels  laid 
only  two  ships  partially  underw^ay  above  the  keels,  as  I  recall. 

Mr.  Denman.  Keel-lacing  was  a  great  trick,  you  know.  Id- 
use  the  word  "trick"  offensively;  but  there  was  a  provision  ii 
contract,  as  I  recall  it,  that  a  certain  amount  of  the  payment v 
conu^  on  the  laying  of  the  keel — and  I  am  not  thinking  of  Hog  I 
now,  particularly — but  they  got  those  keels  laid  with  most  ext 
dinarv  dispatch,  and  then  the  other  materials  would  be  aSvSeii 
and  the  progress  of  the  ship  would  be  more  deliberate.  Tht 
test  of  a  yard  was  the  mass  of  tonnage  delivered  in  a  given 
tons  per  week,  was  the  real  determining  factor  in  regard  to  a  pi 
output. 

Mr.  Hadley.  Tlie  same  general  condition  existed  largely  upo 
Deleware,  at  that  time,  as  I  remember.  That  is,  that  much  pn 
was  being  made  in  the  way  of  preliminary  work,  but  that  ven' 
j)n>gress  was  being  made  in  the  way  of  completed  ships.  We  v 
158  ways. 

Mr.  Denman.  You    will    remember   that    the   figures   that 
Goethals  gave  me  as  to  the  cost  of  Hog  Island,  an  outline  of  wl 
was  seeking  for  the  Congress  in  that  week  before  we  resigned,  si 
a  total  estimated  cost,  of,  in  the  neighborhood,  $22,000,000. 
yard  c  )st  in  fact,  according  to  the  records  of  the  board,  upwt 
?()(), 000, ()()().     What  happened  between  the  time  of  mv  resigi 
and  the  time  of  your  visit  Was  described  in  the  report  I  think 
Department  of  Justice   as   "an   organized  riot" — that  was 
sym})athetic  report.     The  project  was  an  enormous  one.     It  d 
get  under  way  until  the  ground  began  to  freeze,  and  they  had  to 
the  ground  out  to  get  the  piles  in  in  many  cases;  and  then  it ' 
huge  tluit  th(*  mass  of  persons  engaged  in  the  work  were  very  d 
to  organize  for  efficient  operation. 

I  tiiink  a  more  interesting  comparison  would  be  what  indi 
vards  (lid  in  the  east  as  atrainst  individual  vards  in  the  west 
similar  start.  And  there  is  no  cjuestion  about  the  situation 
the  cold  weath(U*  in  the  east,  the  freezing,  not  only  pulled  ba 
c/jfTgies  of  the  laborers,  W\;\\>  >^eV\\«^^^' \v^^  ^\v  <^^^s;\>  <5tv \Ave  coi 
tinn  of  th(^  ships;  the  vanalious  ol  V^vev^et^\.\rc^  %x\«sxv^\w\:^^ 
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lyards  between  the  time  of  the  laying  of  the  keel  and  the  finishing 
he  vessel,  the  expansion  and  contraction  of  different  portions  oT 

ship,  making  an  appreciable  addition  to  the  cost,  in  refitting 
jts  and  readjusting  frames,  beams,  and  plates. 

remember  that  the  foreman  of  the  Harlan  &  Wolff  yards  called 
nne  in  the  month  of  June  and  figured  a  percentage,  which  I  believe 
4,  on  the  heat  and  cold  expansion  and  contraction  of  steel 
nbers,  in  favor  of  construction  in  the  temperate  climate  of  the 
ific  coast  against  the  more  difficult  climates  of  countries  like 
imark  and  Norway  and  territories  where  there  is  severe  winter 
t.  It  was  a  very  interesting  comparison  that  he  had  made,  and 
lad  worked  it  out  and  was  going  back  to  Lord  Pirrie^s  company 
l\  certain  recommondjitions  to  establish  British  yards  on  the 
ific  coast  of  the  United  States. 

fr.  Hadley.  Did  you  have  under  consideration  the  building  of 
Crete  ships  during  your  administration? 

fr.  Den  MAN.  The  first  discussion  of  concrete  ships  came  up  in  my 
c.  It  was  first  looked  on  as  a  joke,  and  then  more  and  more 
inite  plans  developed,  and  it  had  received  serious  discussion  when 
left. 

Ir.  Hadley.  Were  you  favorably  disposed  toward  tlie  construc- 
a  of  ships  of  concrete  ? 

Ar,  Denman.  I  should  have  tried  it,  because  in  doing  that  you 
turb  practically  no  steel  vessels — in  both  wood  and  concrete — 
)ier-m&ch6  and  tin,    too,  as  far  as  that  is  concerned,  if  a  good 
Mitific  prognosis  were  made  and  it  would  not  interfere  with  steel, 
hink  we  would  have  tried  it  out,  provided  it  did  not  require  too 
^e  an  original  expenditure.     The  original  experiment  with  con- 
te  was  comparatively  small  in  cost, 
rfr.  Hadley.  Had  the  Faith  been  constructed  ? 
irir.  Denman.  No;  I  think  the  Faith  was  launched  in  the  spring 
191S,  while  I  was  in  Washington.     I  may  be  wrong  about  that, 
tfr.  Hadley.  So  if  you  had  proceeded  it  would  have  been  purely 
>n  an  experimental  basis,  without  any  practical  knowledge  of  the 
icticability  of  concrete  ships  ? 

rfr.  Denman.  No;  I  think  there  had  been  some  little  building  of 
icrete  shins  at  the  time — perhaps  a  concrete  barge  or  two  on  the 
>sissippi  Iviver. 

Jr.  Hadley.  But  there  has  been  no  ocean-going  freighter  in 
vice  ? 

Jr.  Denman.  No.  I  understand  that  there  are  now  two  concrete 
tankers  on  the  Gulf  that  are  rendering  admirable  service.  There 
5  a  ver\"  serious  question  as  to  whetlier  they  woidd  carry  oil, 
ether  the  oil  would  not  disintegrate  the  concrete  or  the  bond  of 
icrete  and  steel.  But  it  seems  to  be  all  right. 
Jr.  Hadley.  That  is  all. 

The  Chairman.  Mr.  Connally,  do  you  want  to  ask  any  further 
^tions  i 

Jr.  Connally.  I  want  to  ask  Mr.  Denman  one  or  two  questions 
ng  the  line  that  Mr.  Steele  asked  him  a  while  ago,  as  to  whether 
was  testifying  along  the  line  of  general  knowledge  rather  than 
t-hand  information '( 

Ir.  Denman,  you  said  on  yesterday  that  Mr.  Rosseter's  trak^^ 
»r  ie  reached  Washington,  was  spent  in  slrai^lemii^  ow\>  \sv5jXXfeT^ 
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of  accounting  rather  than  in  operation.     As  a  matter  of  fact,  lb 
was  subsequent  to  your  direct  connection  with  the  board? 

Mr.  Dexman.  Yes;  and  in  regard  to  that  statement  I  did  not  m« 
to  say  that  his  entire  time  was  so  taken  up.  I  say  that  hi^  ci 
struct ive  energies  were  hampered  by  the  difficulties  of  account 
and  the  establishment  of  managerial  control  over  those  a^eiicie> 

Mr.  C^ONXALLY.  The  point  I  want  to  direct  your  attention  to 
whatever  information  you  have  on  that  is  second  hand  informat 
is  men^lv  hearsay  (  You  were  not  here  and  were  not  connected  \ 
the  Shipping  Board  then? 

Mr.  Dexmax.  I  was  neither  here  all  of  them  nor  connected^ 
the  Shipping  Board.  All  information  I  have  given  you  concer 
what  other  people  did  in  my  own  time  or  any  other  time  is  v 
they  told  me  and  what  I  saw  in  the  reports,  as  is  the  case  of  all 
infornuition  in  practically  all  of  the  testimony  here  along  that 
I  assume.  There  is  no  man  who  can  come  to  you  and  testify  t 
policy  who  is  not  obliged  to  take  the  whole  field  as  it  lies  and  de] 
on  reports  of  other  officers  as  to  some  of  it. 

Mr.  Cox X ALLY.  The  point  is  that  you  were  in  San  Franck*( 
most  of  the  time  and  Mr.  Rosseter  was  here  in  Washington, 
what  you  know  of  the  actual  doings  of  Mr.  Rosseter  were  not  p 
by  yourself. 

Mr.  Dexmax.  I  was  not  in  the  Shipping  Board  side  with  him 
sir.     But  I  do  know  that  energetic  and  powerful  men  have  onl 
much  energy  to  go  on,  that  there  is  a  limit  to  the  best  of  them, 
function  to  a  certain  point  and  quit. 

Mr.  CoxxALLY.  Certainly. 

Mr.  Dexmax.  And  if  a  man  has  got  to  spend  his  time  corre< 
past  mistakes,  as  quite  likely,  they  had  to  correct  those  of  m} 
ministration,  there  is  a  limit  to  the  other  things  he  can  do. 

Mr.  (V)xxally.  There  is  no  controversy  about  that,  but  I 
want  to  get  tlie  weight  to  be  attached  to  your  testimony  by  go 
th(*  source  of  your  information.  You  also  made  some  staten 
about  if  w(^  could  get  the  President  to  consent  to  open  up  the  que 
of  secret  conferences,  etc.,  we  might  secure  the  reason  lor  your  1 
recj nested  to  resign. 

>lr.  Dexmax.  I  said  the  influences  which  led  up  to  it. 

Mr.  CoxxALLY.  You  received  a  letter  from  the  President  v 
caused  your  resij:jnation,  did  you  not? 

Mr.  Dexmax.  Yes;  and  that  was  published. 

Mr.  Coxxally.  And  that  was  what  you  acted  on? 

Mr.  Dexmax.  Yes,  sir. 

Mr.  Coxxally.  You  accepted  that  as  the  cause  of  your  re^igna 

Mr.  Dexmax.  No. 

Mr.  Coxxally.  You  accepted  that  as  an  expression  of  the  ri 
why  you  resigned;   as  the  exi^'ossion  of  the  reason? 

Mr.  Dexmax.  An  expression. 

Mr.  Coxxally.  Then  you  think  there  were  other  and  secret 
enc(»s  that  were  not  expressed  in  that  letter? 

Mr.  Dexmax.  In  the  creation  of  the  opinion  of  an  administi 

that  the  public  and  individuals  have,  there  is  an  accumulati 

iinj)ulses   and   impressions.     I  \^rcsume  I  have  gathered  aboi 

complete  an  aggrcgatum  ol  Ayvv^t^^,  \\\^>\^\\c^^  %&  %xv  ^dsainist 

could.     I  wanted  to  open  Uve^\>.  V«ixx^^^^^^'^«svT^^\ifc\^\f^^^^ 
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War  and  certain  railroad  men  and  New  Yorkers  did  not  like  it.  I 
ted  lower  freights  and  certain  shipping  men  did  not  like  it. 
"er  steel  made  enemies,  as  did  Diesels,  the  St.  Lawrence,  etc. 
X".  CoNNAixY  (interposing).  Let  us  not  get  off  onto  the  St.  Law- 
e.  That  is  a  little  far  awaj^  from  this  committee. 
J.  Denman.  If  we  are  to  judge  the  act  of  the  dismissal  of  an 
linistrator  we  have  to  take  into  consideration  his  public  availa- 
y  and,  if  he  is  right  or  not,  whether  he  has  ceased  to  be  useful; 
iuse  with  an  accumulation  of  adverse  comment  on  him  you  might 
ustified  in  removing  him,  although  you  would  resolve  each  one  of 
controversies  in  his  favor. 

r.  CoNNALLY.  Certainly.  And  you  will  recall  that  I  asked  you 
other  day  if  you  and  Gen.  Goethals  both  simultaneously  resigned, 
if  naturally  in  that  case  the  question  would  not  arise  if  it  was  not 
latter  between  you.  But  you  did  not  accept  the  statement  in 
letter  of  the  President  as  being  the  reason;  you  think  there  was 
ething  behind  it  ? 

[r.  Denman.  I  would  like  to  make  a  statement  in  regard  to  that. 
[r.  CoNNALLY.  I  ask  you  whether  you  did  accept  it  or  not. 
[r.  Denman.  My  impression  is  that  the  President  had  received 
imerable  complaints  about  the  different  matters  as  to  which  I  had 
greements  of  policy;  like  the  St.  Lawrence  matter,  as  to  which 
railroad  men  were  not  pleased;  and  with  the  accumulation  of 
je  things  in  his  mind,  including  this  matter  I  referred  to  this  mom- 
it  led  him  to  believe  I  was  not  available. 

[r.  CoNNALLY.  It  was  all  a  myth  about  the  difference  of  opinion 
Keen  you  and  Gen.  Goethals  on  the  policy  of  the  board? 
[r.  Denman.  On  wooden  ships;  yes,  sir. 

[r.  CoNNALLY.  What  was  the  difference  between  you  and  Gen. 
thals  ? 

[r.  Denman.  We  arc  entirelv  agreed  on  the  Diesels. 
It.  Connally.  I  did  not  asK  you  about  Diesels.     I  am  satisfied 
convinced  him  about  Diesels.     But  what  was  the  difference 
^'een  vou  and  Gen.  Goethals  which,  perhaps,  resulted  in  the  resig- 
ion  of^both  of  you  ? 

[r.  Denman.  I  think  the  thing  that  focused  public  attention  at 
b  time  was  Hog  Island. 

[r.  Connally.  In  what  respect  ?     Were  you  in  favor  of  Hog  Island 
he  against  it,  or  you  against  it  and  he  for  it  ? 
[r.  Den'man.  Both  of  us  were  strongly  in  favor  of  building  a 
ricating  steel  plant. 

fr.  Connally.  There  was  no   point  of  difference  between  you 
re. 

fr.  Denman.  No.  I  was  in  favor  of  having  a  very  full  and 
iplete  statement  of  the  anticipated  cost,  and  very  careful  planning 
0  the  anticipated  project,  before  we  got  into  it.  Gen.  Goethals's 
I,  apparently,  was  to  take  the  services  of  this  group  of  men  in 
IT  York  that  had  prepared  for  him  an  outline  of  cost  and  develop 
project  as  he  went  along.  And  we  were  discussing*  that  matter 
veen  us,  and  I  think  the  general — although  it  is  not  for  me  to 
lain  what  was  in  his  mind,  but  my  impression  was  that  Gen. 
thals  thought  that  this  was  the  beginning  of  a  series  of  invasions 
lis  administration  that  would  hamper  his  acUviUejs.  AAvd\l\^ 
been  he  was  right  in  resenting  it,  beca\ise  \\e ^YvoxAdiWN^Xi^^x^NxS' 
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charge  of  the  job  and  we  should  not  have  interfered.  Now.  it  in 
not  our  intention  to  do  that.  That  was  pending,  and  while  it  m 
pending  tlie  papers  were  filled,  from  one  end  of  the  country  to  tin  l'^ 
other,  with  articles  about  *'the  dispute  between  Gen.  GoethalsuJl- 
Mr.  Denman;  and  Mr.  Denman  desiring  to  build  wooden  ships  and  P 
Gen.  Goethals  desiring  to  build  steel  ships,  and  wood  being  the 
character  of  Mr.  Denman's  head  and  steel  being  the  character (ili\ 
Gen.  Goethal's  resolution. ^^  That  was  the  picture  in  the  press  il 
tlie  time.  1^ 

Mr.  (V)NXALLY.  Yes;  we  recall  it.     Now,  howfardid  thisdiffewjf^t 
l)ctwccn  you  and  Gen.  Goethals  proceed?     You  wanted  an  estimate" 
of  cost  and  such  an  estimate  was  made  out,  wasn't  it?    Anddidnt 
you  refer  to  it  in  your  testimony  as  $22,000,000? 

Mr.  Dexmax.  Yes;  and  it  reached  me  on  the  dayor  thedaybefoie 
we  resiirned. 

Mr.  Coxx'ALLY.  The  estimate? 

^fr.  Dkxmax.  Yes. 

Mr.  CoxxALLY.  So  then  there  was  no  trouble  about  that,  becawe 
you  Jiad  your  way  about  that  ?  Gen.  Geothals  did  not  object  to  this, 
(lid  he  {  I  just  want  to  press  this  controversy  matter  enough  to  s«e 
]iow  it  eventuated. 

^^r.  1)p:xmax.  Tiiat  was  all.  I  never  had  any  feelings  thattiiei 
Hog  Island  dispute  would  not  be  resolved  and  resolved  amicably; 
tliat  all  t'le  alleged  differences,  if  there  was  a  difference  in  the  general's 
mind  as  ])etween  us,  would  not  be  resolved.  I  have  dealt  with  a  great 
many  men,  not  as  great  as  Gen.  Goethals  but  of  commanding  power, 
and  Jiave  had  no  difliculty  in  contact  of  that  kind. 

Mr.  CoxxALLY.  Well,  really  it  never  came  to  a  controversv  at 
all?  It  was  only  a  difference  of  opinion,  which  did  not  result  in 
hurting  your  feelings,  did  it? 

Mr.  Dexmax.  Gen.  Goethals  was  very  determined  that  weshouM 
not  invade  liis  power  of  administration.  Now,  there  were  persons 
who  utilized  those  reports  of  differences,  who,  I  am  told,  appealed  to 
the  Council  of  National  Defense,  and  quite  likely  appealed  to  the 
President,  though  I  do  not  know  that,  to  get  rid  of  us,  so  there  would 
be  no  Di(»sels  and  no  Mr.  Denman  and  no  Gen.  Goethals,  and  a  new 
crowd  would  come  in,  and  with  their  inexperience  things  would  drift 
along  until  they  got  experience. 

Mr.  Stkkle.  So  they  were  really  after  the  Diesels?  That  is  the 
animal  they  were  chasing? 

Mr.  Denmvx.  No;  I  think  that  was  only  one  of  the  good  many 
things.  My  policies  on  steel  prices,  lower  freight  rates,  the  St 
Lawrence,  the  control  of  neutrals,  the  abolition  of  the  fugitive 
sailor  law  and  many  other  matters. 

Mr.  Coxxam.y.  \  believe  that  is  all. 

Mr.  Steele.  One  or  two  matters  occurred  to  me  during  Mr.  Had- 
ley's  examination.  Was  the  Hog  Island  site  determined  upon  dur- 
ing yonr  a(hninistration,  Mr.  Denman? 

Mr.  Dexmax.   Yes. 

Mr.  Steele.  AVas  tlie  site  selected  by  Gen.  Goethals? 

Mr.  Dexmax.  It  was. 

Mr.  Steele.  When    \s'v\^    construction    commenced    upon   Hc^ 

Hand,  do  vourecaU^. 
Mr.  Denman.  1  tWmk  Xdm\Ti\\Civvv'^^^\V^^\Q^ 's^^-^^x^^'^^^ 
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.  Steele.  Do  you  recall  that  it  was  about  September  when 
il  work  was  commenced  ? 

.  Denman.  Well,  that  would  be  a  month  or  a  little  over  a 
h. 

.  Steele.  It  required  a  great  deal  of  development  work  before 
>mmenced  construction  of  the  ways  at  Hog  island,  did  it  not'f' 
.  Denman.  It  was  a  marsh,  covered  by  the  tide  at  certain 
els,  and  with  a  considerable  amount  of  high  land  behind  it, 
preliminary  work  of  piling  and  draining  and  general  marsh 
niation  of  course  had  to  be  performed. 

*.  Steele.  wSo  that  the  actual  construction  of  ways  did  not 
cnence  until  pretty  late  in  the  winter  ? 

r.  Denman.  I  think  so.  I  think  the  actual  construction  of 
s,  of  piling,  was  right  in  the  midst  of  frost. 

J.  Steele.  You  have  referred  to  the  difference  in  climatic  con- 
ons  between  the  Pacific  coast  and  the  Atlantic  coast.^  Do  yoii 
ill  that  that  winter  in  particular  was  one  of  the  severest  known 
ig  the  Atlantic  coast  ? 

[r.  Denman.  It  was.  I 'think  administrators  had  about  as  great 
culties  to  overcome  as  could  have  been  overcome.  The  rail- 
Is  as  you  recall  were  themselves  perilously  retarded  in  operation 
could  not  get  materials  to  the  yard.  Tlie  organized  riot  that 
r  spoke  of  was  partially  organized  by  nature. 
[r.  Steele.  And  it  led  to  great  difficulty  in  performance  by  labor 
in  getting  work  done. 
[r.  Denman.  And  "housing,  too. 

[r.  Steele.  That  applied  to  all  shipbuilding  plants  along  the 
aware  River  at  that  time,  didn't  it? 
[r.  Denman.  It  must  have. 

[r.  Steele.  And  of  course  that  interfered  very  materially  with 
speed  at  which  ships  could  be  constructed  at  that  point. 
[r.  Denman.  Yes. 

[r.  Steele.  You  referred  this  morning  to  your  conference  with 
British  representatives.  Were  there  any  other  persons  present 
hat  conference  outside  of  those  you  mentioned  ? 
[r.  Denman.  There  was  onlv  one  conference  in  which  all  those 
Jons  were  present.  Afterwards  they  broke  up  into  subordinate 
imittoes,  and,  say,  we  dealt  with  them  from  time  to  time.  We 
ild  have  an  appomtment  with  Sir  Richard  at  such  and  such  a 
3  and  with  Air.  Cannap  Guthrie,  one  of  their  assistants,  at  another 


[r.  Steele  (interposmg).  Were,  any  congressional  representatives 
lent  at  that  time  5 

[r.  Denman.  No;  and  a  ver>^  mterestmg  thmg  about  that  paper  I 
jented  this  moniing  was  that  it  was  prepared  and  handed  me  by 
State  Department  without  oui*  collaborating  in  its  preparation, 
lough  it  outlined  the  activities  we  were  to  engage  in  as  conferees. 
It.  Steele.  Well,,  did  you  hold  conferences  with  congressional 
resentatives  with  reference  to  the  policies  of  the  Shippmg  Board  ? 
fr.  Denman.  Yes;  particularly  with  the  Senator  from  yom'  State, 
resume  that  I  received  as  much  assistance  from  Senator  Knox  as 
m  anybody  here  in  the  Congress.  I  had  muck  advice  iYo\xv  Vsxssl 
iateniational  questions  I  have  spoken  oi,  and  l\veT^  ^^x^  Q>>JwKt%* 
vuJcl  be  difficult  to  have  an  internatioual  coiA^reiv^^  n^\\X\  \JwKsfc 


3276  SHIPPING  BOARD  OPERATIONS. 

contrrossioiialjijonllomon  and  the  Britisli  commissioners,  becaus<»fe 
would  slide  of!  into  teelmical  f|uestions  very  quickly. 

Mr.  Stkelk.  The  hell  is  rijigmg  for  a  vote  iii  the  House,  audi  have 
onlv  one  cnu^stion  or  two  hi  addition.     On  vesterdav  you  stated  tail 

ft  1  *  «  *      *  « 

the  <;reat  dilliculty  with  a  merchant  marme  jx)ucy  on  the  jmrtoithe 
(iov(»rnment  would  be  the  supplymg  of  shipphig  brains.  \Yhatdil 
vou  do  to  invvi  that  difficult v? 

Mr.   Dfamax.  I  meant  the  i>ercentage  of  able  shippmg  mon  to 
the  whol(^  po])ulation.     Our  com])etitor's  is  very  much  larger.  I  an 
very  ^iad  you  asked  me  that,  because  I  saw  the  report  in  thcpapws 
that  took  a  ]>arl  of  my  statem<»nt  but  not  the  whole  of  it.    (hirsliip- 
pijijj:  men  iiave  aliility  and  l)rains,  but  there  are  not  many  of  thorn, 
ronmierce  on  the  sea  is  as  important,  if  not  more  Lm]>ortant.  at  the 
dcliverv  (Mid  than  at  its  uiitial  end.     It  is  vour  ajrent  abroad,  voor 
house  and  its  comu'ctions,  that  very  largely  determuie  your  f«>roigii 
conun(M•('(^  or  sliould,  because  the  American  method  has  been  vhit 
th(^  sliipping  nuMi  call  f.  o.  b.  ship  selling  on  this  side  and  lot  the 
other  fellow  do  the  distributmg.     Now,  we  have  hvvn  behind  othff 
nations  in  dev(^lo])ing  our  foreign  agencies.     Oie  of  the  instrumen- 
talities of  holdh)g  trade,   to  the  foreigner  and  our  com])etiton?.  b 
through  their  ships.     Knowledge  is  gained  of  the  foreign  biisiiiossof 
tile  I'liited  States  by  stndving  manifests  and  shippuig  documt'iiison 
l]ies(»  eom]U'tition  sliips,  all  of  which  can  be  gathen»d  together  and 
brought  to  a  ('(Mitral  hit(*lligence  and  given  to  the  merchants  of  these 
other  nations. 

Now,  in  the  years  ]>r(»c(Hling  the  war  we  had  a  few  American 
sliij>ping  com]>ani(*s,  and  liad  not  developed  our  American  fort»i^ 
agen('i(»s.  In  c(^nse([uence,  our  competitor's  agents,  the  adminis- 
trators iji  America  for  foreign  lines  and  houses,  constitute  the  bulk 
of  wliat  I  call  shi]>  brains  in  this  countr\'.  Tlie  men  who  kiiew  the 
trade  and  the  carriage  end  of  it  were  largely  foreigners.  In  that 
persojinel  we  AnuTicans  have  bcvn  lamentably  short  as  compared 
to  our  corn])etitors  in  occ^an  carriage  and  ocean  commerce.  In?o 
far  as  th(»  stimulation  of  the  number  of  persons  engaged  in  trans- 
])ortations,  of  Americans,  incivases  the  number  of  persons  that  hate 
that  ca]>aeity  we  are  adding  to  (mr  national  assets  in  international 
commerce  and  international  transportation.  Tliat  is  what  I  had 
in  niind. 

Mr.  SrKKu:.  That,  of  course,  is  a  matter  of  experience  suid 
edneatioji  ( 

Mr.  Dknman.   It  must  be. 

Mr.  Stkklk.  And  that  is  a  matter  of  slow  development,  isn't  iti 

Mr.  Dknman.  Ordinarilv.     But  (i(M'manv,  vou  will  recall,  adopted 
an   int(Mi^ive   ])roe(»ss   for   developing   that.     Just   as   they  conct»n- 
trate<i  on  thi^ir  militarv  affairs,  they  C(mcentrated  on  that,  amlbv 
a   system   of  foreign   fiiiancing  and   othcT  help   they  forged  ahead 
veiy   \n<\.     (iernian   com])etition  in   the  commerce  of  the  worlJ- 
wliich  tliey  claim  was  the  cause  of  the  war — was  a  national  projw't; 
the  (MKernmeiit,  the  great  banking  syndicates,  the  shipping  syndi- 
cates, the  system  of  (icMinaii  cartel,  all  flowed  out  of  a  ce>ntralizfd 
/rovernmeJital  policy.     A  man  in  G(Tmany  could  start  the  maiiu- 
fnrtnvo  of   a   certuVu   avVuAo  mwvVt  ^vwvjxwvcvKiwV  ^vi  m  an  interior 
German  citv  and  receive  v»<.>ve\wv\\ov\\\\\  ^^vic^^ct^NjvQ^vm^i^'ss'^ 
^•7iij>  tnuL^portiitiim  c\ear  x\v  >^^^  ^^^^  ^vxx^xvevc.^  ^1  ^^  ^^-^^n^.^^ 
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mos  Aires.  You  say  it  is  a  process  of  long  growth,  but  they 
4oped  it  very  rapidly,  so  rapidly  that  it  disturbed  the  interna- 
al  balance  of  trade  and,  as  they  say,  was  the  cause  of  the  war. 
r.  Steele.  When  you  say  rapidly,  within  what  time  did  the 
mans  develop  it  ? 

X.  Denman.  I  think  the  period  of  its  greatest  development  was 
last  few  years  prior  to  the  war. 

J.  Steele.  One  of  the  criticisms  of  the  operations  of  the  Ship- 
^  Board  was  that  frequently  ships  with  full  cargo  on  the  trips 
>ad  returned  without  any.  Is  that  due  to  the  condition  you 
ition  i 

[r.  Denman.  I  think  in  part  it  is  attributable  to  that.  But  I 
erstand  in  some  cases  snip  operators,  operating  ships  for  the 
ernment,  w^ere  men  who  were  operating  their  own  ships  and 
erimient  ships  side  by  side.  Naturally  they  had  their  stock- 
lers  pressing  on  them,  and  there  may  have  been  some  influence 
hat  kind  that  caused  them  to  fill  the  holds  of  private  ships  more 
rly  full  than  in  the  case  of  Government-owned  ships.  But  I 
ik  in  the  main  it  is  our  weakness  in  the  foreign  fields  that  causes 
condition. 

was  speaking  of  Mr.  Schwerin  on  yesterday.  I  was  familiar 
1  the  strain  that  Mr.  Schwerin  was  under  for  years  in  maintain- 
the  Asiatic  coast  offices  of  the  Pacific  Mail  Steamship  Co.  Mr. 
werin  was  in  bad  with  Congress;  some  did  not  like  him  here; 
so  far  as  the  international  conflict  on  the  seas  was  concerned 
^as  one  of  the  strongest  men  the  United  States  had.  He  strove 
1  great  zeal  and  great  energy  to  maintain  what  I  call  the  out- 
ts  of  our  trade,  and  was  in  bitter  competition  there  with  the 
anese,  the  English,  and  the  Germans.  Rosseter  has  continued  it. 
[r.  Steele.  In  your  judgment,  if  our  marine  policy  is  to  be  made 
iccess  something  of  tnat  kind  must  be  done  ? 
[r.  Denman.  Shipping  must  go  hand  in  hand  with  business,  and 
Government  must  help. 

he  Chairman.  Just  a  couple  of  questions  that  I  think  you  can 
^er  yes  or  no,  as  the  bell  has  rung  a  second  time.  Did  vou  receive 
compensation  from  the  Government  or  anybody  else  for  the 
ormance  of  those  extraneous  duties  which  were  committed  to 
? 

r.  Denman.  Oh,  no,  sir. 

he  Cilvirman.  Those  various  conferences  which  you  held  with 
builders  and  ship  operators  at  that  time,  during  your  administra- 
,  were  they  not  practically  unanimous  in  opposition  to  the  wooden- 
construction  program  that  you  were  undertaking  ? 
r.  Denman.  On,  no.  On  the  contrary,  Gen.  Goethals  and  mv 
den-ship  program  was  very  highly  and  very  generally  indorsed. 

instance,  Mr.  Corey,  the  steel  manufacturer,  wrote  a  letter 

he  Chairman  (inteq)osing).  No;  bv  those  ship  builders  and  opera- 

that  made  up  the  advisory  boara  with  whom  you  consulted  and 

spoke  of  on  yesterday;  were  they  not  practically  unanimous 

nst  the  wooden-ship  program  ? 

r.  Denman.  Practically  every  man  who  knew  anything  about 

use 

he  Chairman  (interposing).  No;  I  mean  tV\a- 


-.  Denman  (continuing).  I  must  include  t\\eia  m  xa^  «as^«^'»^^- 
Tnan — was  opposed  to  buildiug  wooden  ship^  e«.ce^\.  ^^"t  \5tva 
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emergency.     Xow,  as  to  the  men  you  are  speaking  of,  the  qucsMi 
came  u])  to  them  in  the  year  1918,  after  the  big  push  back ^ 

Tlie  Chairman  (interposing).  No;  I  am  askii^  ^'ou  this:  YousaH 
you  had  an  advisory  committee  that  you  consulted  with  while  toi 
wen^  chairman  of  the  board,  and  that  you  discussed  various  questions 
with  thom.  I  am  inquiring  if  those  men  on  that  committee  werenoi 
advising  you  against  the  buiUling  of  wooden  ships  or  of  undertakingiit 

Mr.  Denman.  Yes,  all;  except  for  the  emergency. 

The  Chairman.  They  were  in  favor  of  it  for  the  emergency,  yoa 
mean  ? 

Mr.  Denman.  Some  were,  and  some  not  oven  that.  Some  of  them, 
did  not  knjw  anything  about  wooden  ships.  I  probablv  Inew  mom 
about  i)ino  and  fir  wooden-ship  construction  than  anv  of  them.  Thi 
shij)  control  committee  of  which  Mr.  Franklin  was  ctairman  advised 
Mr.  Schwab  to  continue  the  project  in  April,  1918. 

The  Chairman.  In  your  organization,  either  in  the  Shipping  BoarJ  | 
or  the  Fleet  Corporation,  outside  of  Gen.  Goethals,  did  you  have  any 
man,  in  any  subordinate  position,  who  had  had  practical  experience 
in  either  wood  or  steel  shipbuilding  ? 

Mr.  Denman.  Well,  on  the  Pacific  coast  I  procured  the  appi)ittt- 
ment  of  Ca])t.  Pillsbury ,  who  was  familiar  with  both  tyj:)es  of  construc- 
tion. Tlie  fact  is  I  may  say  for  my  own  personnel,  those  men  stuck 
throughout  the  war. 

The  Chairman.  ^Vnybody  else? 

Mr.  Denman.  "\^1io  he  clbose  as  his  wooden-ship  administrators! 
do  not  recall. 

The  Chaihman.  Xo;  I  mean  anybody  you  selected.  Did  you 
solort  any  practical  man  outside  of  Capt.  Pillsbury? 

Mr.  Denman.  I  asked  Mr.  ITough  to  come  from  the  coast. 

The  Chairman.  Did  vou  select  Commander  Ferris? 

Mr.  Denman.  Xo;  I  had  nothing  to  do  with  that.  He  was  a  steel 
mail. 

Tlie  Chairman.  Well,  I  am  talking  about  steel  or  wood  ships. 
Did  you  personally  select  for  any  subordinate  position,  in  the  Fleet 
Corj^oratioii  or  in  the  Shipping  Board,  any  person  who  had  had 
practical  experience  in  the  construction  of  wood  or  steel  ships, 
oulsido  of  Capt.  Pillsburv  ^ 

Mr.  Denman.  Capt.  Pillsbury  had  charge  of  the  Pacific  coaist  work. 

The  Chairman.  Anybody  else? 

Mr.  Dexman.  Xobody  else  was  selected  by  me. 

The  (.^H AIRMAN.  I  think  that  is  all,  Mr.  Denman.  And  the  com- 
mittee will  adjourn  and  resume  after  the  Christmas  holidays,  a< 
wliich  time  we  expect  to  call  some  of  the  present  officials  of  thi 
Shii)i)in<i:  Board. 

( 1  n(*nni|)()n,  at  12  o'clock  and  20  minutes  p.  m.,  the  commiite< 
adjourned  to  meet  on  the  call  of  the  chairman  after  the  holidavs.i 
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emergency.     Xow,  as  to  the  men  you  are  speaking  of,  the  quc$tait! 
came  u])  to  them  in  the  year  1918,  after  the  big  push  hack 

Tlie  Chairmax  (interposing).  No;  I  am  asking  you  this:  Yousiid 
you  had  an  advisory  committee  that  you  consulted  with  while  you 
were  chairman  of  the  board,  and  that  you  discussed  various  questions 
with  them.  I  am  inquiring  if  those  men  on  that  cominittee  were  not 
advising  you  against  the  bmlding  of  wooden  ships  or  of  undertaking  it! 

Mr.  Denman.  Yes,  all;  except  for  the  emei^ency. 

The  Chairman.  They  were  in  favor  of  it  for  the  emergency,  yoi 
mean  ? 

Mr.  Penman.  Some  were,  and  some  not  even  that.  Some  of  them, 
did  not  kniw  anything  about  wooden  ships.  I  probablv  1-new  mm 
about  j)ino  and  fir  wooden-ship  construction  than  any  of  them.  Tit 
shij)  control  committee  of  which  Mr.  Franklin  was  cliairman  advisid 
Mr.  Schwab  to  continue  the  project  in  April,  1918.  I 

The  Chairman.  In  your  organization,  either  in  the  Shipping  Bo&rf 
or  the  Fleet  Corporation,  outside  of  Gen.  Goethals,  did  you  have  any 
man,  in  any  subordinate  position,  who  had  had  practical  experience 
in  either  wood  or  steel  shipbuilding  1 

Mr.  Dknman.  Well,  on  the  Pacific  coast  I  procured  the  appoint- 
ment of  Capt.  Pillsbury,  who  was  familiar  with  Doth  tyj)es  of  const^u^ 
tion.  llie  fact  is  I  may  say  for  my  own  personnel,  tnose  men  stuck 
throughout  the  war. 

The  Chairman.  ^Vnybodv  else  ? 

Mr.  Dknman.  'V^lio  he  chose  as  his  wooden-ship  administrators! 
do  not  recall. 

The  Chairman.  No;  I  mean  anybody  you  selected.  Did  you 
select  any  practical  man  outside  of  Capt.  ftllsbury? 

Mr.  1)p:nman.  I  asked  Mr.  Hough  to  come  from  the  coast. 

The  Chairman.  Did  vou  select  Commander  Ferris? 

Mr.  Denman.  No;  1  had  nothing  to  do  with  that.  He  was  a  steel 
man. 

The  Chaiuman.  Well,  I  am  talking  about  steel  or  wood  ships. 
Did  you  personally  select  for  any  subordinate  position,  in  the  Flcei 
Corporation  or  in  tlie  Shipping  Board,  any  person  who  had  had 
practical  experience  in  the  construction  of  wood  or  steel  ship? 
outside  of  Capt.  Pillsburv  ^ 

Mr.  Dknman.  Capt.  Pillsbury  had  charge  of  the  Pacific  coast  work 

The  Chairman.  Anybody  else? 

Mr.  Dknman.  Nobody  else  was  selected  by  me. 

The  (.^iiAHiMAX.  I  think  tliat  is  all,  Mr.  I)enman.  And  the  com 
mittee  will  adjourn  and  resume  after  the  Christmas  holidays,  a 
wliich  time  we  expect  to  call  some  of  the  present  ofHcials  of  thi 
Shinninj^  Board. 

(riiercupon,  at  12  o'clock  and  20  minutes  p.  m.,  the  commitle 
adjourned  to  meet  on  the  call  of  the  chairman  after  the  holidays.} 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  op  Representatives, 
Wdshingtoriy  D,  C,  Tuesday,  January  11, 192U 

tie  committee  met,  pursuant  to  call  of  the  chairman,  in  the  caucus 

n  in  the  House  Office  Building,  Hon.  Joseph  Walsh  (chairman) 

iding. 

resent  also:  Representatives  Connally  and  Steele. 

T£STIM0]ir7  OF  MB.  TUDEV  ADAMSOV— BecaUed. 

he  Chairman.  Mr.  Adamson,  you  have  testified  before? 

J*.  Adamson.  Yes,  sir. 

he  Chairman.  And  have  been  sworn  ? 

I.  Adamson.  Yes,  Mr.  Chairman. 

he  Chairman.  What  is  your  position,  just  for  the  record  ? 

X.  Adamson.  Assistant  to  the  general  comptroller,  handling  the 

ns  work  for  the  comptroller's  department. 

he  Chairman.  Mr.  Tweedale  is  comptroller  ? 

r.  Adamson.  He  is  general  comptroller. 

he  Chairman.  By  \raom  were  you  appointed  ? 

r.  Adamson.  I  was  appointed  by  Mr.  Piez.     I  do  not  know 

ther  he  signed  the  appointment  personally. 

he  Chairman.  What  experience  had  you  had  in  this  work  prior 

our  appointment  ? 

J.  Adamson.  For  about  8  or  10  years  I  have  been  dealing  in 

ns  in  New  York  City  in  financial  matters.     It  was  not  on  claims 

ters,  but  as  deputy  comptroller. 

he  Chairman.  In  what  capacity  were  you  dealing  with  clainis  ? 

[r.  Adamson.  I  was  head  of  an  organization  in  New  York  City  for 

city  government,  which  was  made  up  of  accountants,  engineers, 

examiners  who  had  as  part  of  their  functions  to  pass  upon  certain 

lie  claims  presented,  to  make  up  the  budget  of  the  city,  and  to 

rt  upon  all  appropriations  to  the  board  of  estimates. 

ae  Chairman.  How  long  had  you  been  in  that  work  ?  , 

r.  Adamson.  That  was  about  eight  or  nine  years,  in  that  work. 

16  Chairman.  Now,  how  long  have  you  been  with  the  Shipping 

rd? 

r.  Adamson.  Since  April,  1919. 

le  Chairman.  Since  April,  1919? 

r.  Adamson.  Since  April  9,  1919. 

le  Chairman.  Now  you  are  with  the  cancellation  claims  board? 

r.  Adamson.  No,  sir. 

le  Chairman.  Were  vou  with  them  ? 

ft- 
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Mr.  Adamson.  I  have  a  somewhat  dual  relationship.  I  amonttil^ 
stafT  of  the  gonoral  comptroller,  but  I  make  all  my  reports  to  Ai|i' 
construction  claims  board. 

The  Chairman.  To  the  construction  claims  board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  doing  that? 

Mr.  Adamson.  I  reported  to  the  construction  claims  board  and iii 
predecessor,  the  cancellation  and  contract  claims  board,  begiimiiij; 
with  the  summer  of  1919,  when  I  was  comptroller  of  the  constructioi; 
division.  T  have  devoted  almost  all  of  my  time  to  the  claims  report! 
since  last  May  or  June  of  this  past  year. 

The  Chairman.  Is  there  any  fixed  or  definite  policy  that  isfoUoved 
in  the  settlement  or  adjustment  of  construction  claims? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  ^Y^l&i  is  that  policy? 

Mr.  Adamson.  Well,  the  general  policy  you  will  find  laid  downm 
the  bulletins  of  the  construction  claims  board. 

The  Chairman.  1  want  you  to  state  what  the  poUcy  is;  whit 
ste])s  are  taken  in  the  case  of  a  shipbuilding  contractor  who  has  i 
claim  ajjaiiist  the  board,  either  for  cancellation  of  contracts,  or  id 
the  adjustment  of  settlement  arising  out  of  his  construction  wot 
What  arc  the  steps  followed  under  tliis  policy,  and  what  is  the  policy! 

Mr.  Adamson.  Well,  in  the  first  place,  the  form  of  cancellitioii, 
th(^  contractors  are  notified  and  thev  must  put  in  sworn  statemoiti 
as  to  the  conditions  at  that  time:  ttiey  put  in  the  statement  df  d» 
claim,  to  which  they  swear.  That  goes  now  to  the  district  tdjuster. 
As  soon  as  the  claim  comes  in  it  is  investigated  by  an  examisv 
re])r(*sentino:  the  district  adjuster.  Tlie  district  adjuster  gets  aD 
of  th(^  facts  in  relation  to  the  claim,  and  he  asks  for  an  audit  by  tk 
general  comptroller's  department.  When  he  gets  this  back  andhb 
ngun^s  he  negotiates  ^*ith  the  claimant  for  a  settlement. 

The  Chairman.  The  district  adjuster  does? 

Mr.  Adamson.  Yes;  the  district  adjuster.  In  these  negotiations 
lie  mak(»s  a  report  to  the  construction  claims  board.  As  soon  as  thit 
report  is  received  in  the  construction  claims  board,  the  secrettfT 
sends  a  copy  of  it  to  my  office,  so  that  the  general  comptroller  miT 
analyze^  the  claim  and  the 'district  adjuster's  recommendations,  iBo 
make  a  report  to  the  construction  claims  board,  with  recommendi- 
tions.  The  policy  is  not  to  take  any  action  on  the  claim  until  after  tha 
general  comptroller  has  reported  upon  it.  After  I  have  made  n? 
report  on  the  claim  and  the  district  adjuster's  recommendatioDS,  the 
matter  is  taken  u])  in  the  board  as  a  whole,  and  if  it  is  an  intricate 
case,  that  is  to  reouire  some  consideration  by  the  board,  it  is  usiwDy 
i^ssigned  to  a  single  member:  for  instance,  if  it  has  to  do  with  ship 
construction  it  is  assigned  usually  to  Mr.  Skinner. 

The  Chairman.  To  Mi*.  vSkinner? 

Mr.  Adamson.  Yes;  he  is  a  practical  ship  builder,  and  has  beeft 
most  of  liis  lite  in  the  business. 

Tlie  Chairman.  What  are  his  initials? 

Mr.  Adamson.  H.  G.  Skinner. 

The  Chairman.  How  long  has  he  been  on  the  construction  daims 
board  ? 

Mr.  Adamson  .  Ho  has  bcseiv  iVv^j^i^  ^vsl  ot:  ^oven  months  as  a  mombtf 
of  the  board.     He  \\as  V\ad  a  gce«A,  ^l^^X  Vq  ^q  ^^'Oofe^^^WAto 
forey  in  reporting. 
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e  Chairman.  What  then  ? 

.  Adamson.  Then  the  claims  board  makes  its  determination  and 
«  a  resolution,  recommends  a  definite  award.  Under  the 
tut  practice  that  goes  before  the  commissioners  of  the  Shipping 
d,  who  either  approve  or  disapprove. 

€)  Chairman.  Is  thai  the  whole  program? 
•.  Adamson.  Briefly,  that  is  the  program. 

te  Chairman.  Now,  are  all  claims  put  through  that  procedure  ? 
c,  Adamson.  Well,  I  should  say  that  if  the  claim  fails  to  go 
ugh  that  procedure,  it  is  due  to  some  sort  of  accident.     I  do  not 
V  of  any  recent  failures  to  go  through  that  procedure. 
16  Chairman.  Do  you  know  of  any  failures  that  are  not  recent? 
r.  Adamson.  I  can  not  recall,  Mr.  Walsh,  offhand,  any. 
he  Chairman.  Now,    is    there    any   length    of    time   stipulated 
lin  wliich  the  contractor  must  file  his  claim  under  oath  with  the 
•d? 

r.  Adamson.  Well,  at  one  time,  I  believe  there  was  a  general 
T  which  required  that  all  claims  should  be  filed  by  a  certain  time. 

contractors  have  not  been  prompt  in  some  cases  in  filing  their 
ns;  in  fact,  there  are  some  claims  that  are  not  yet  in. 
be  Chairman.  For  construction  work  ^ 

r.  Adamson.  For  construction  and  cancellation  work;  that  is — 
se  understand,  Mr.  Chairman,  that  on  the  straight  construction 
s..  where  there  has  been  no  cancellation,  ordinarUv  the  claim, 
i  not  come  to  the  claims  board,  but  is  settled  bv  district  officials, 
i  only  in  the  event  that  the  district  manager  or  the  head  of  the 

construction  division  can  not  agree  that  it  becomes  a  claim  for 
3n  by  the  claims  board.  But  there  are  many  cases  where  we 
i  a  mixture  of  claims,  on  account  of  construction,  wage  awards, 

growing  out  of  a  claim,  as  a  part  of  the  contract, 
lie  Chairman.  Well,  what  procedure  is  followed  in  those  cases? 
r.  Adamson.  The  same  procedure. 

[le  Chairman.  What  procedure  is  followed  in  nierel}^  construction 
ns,  not  involving  cancellation  ? 

r.  Advmson.  In  construction  claims,  where  the  claimant  and  the 
•ict  manager  are  in  disagreement  as  to  the  allowance^  for  Gov- 
aent  extras  on  the  ship,  the  matter  would  usually  be  referred  to 
manager  for  ship  construction,  and  if  he  can  not  settle  it,  then  it 

before  the  board  as  a  claim.  Then  we  report  upon  it  in  the 
tl  manner. 

le  Chairman.  Are  you  advised,  after  a  claim  is  settled,  upon 
t  basis  it  was  settled? 
r.  ^\j)AM80N.  At  the  present  time  I  am  getting  copies  of  the 

iites  of  the 

le  Chairman  (interposing).  No;  I  mean  as  a  part  of  the  pro- 
ire;  are  you  advisee!  after  the  matter  ^oes  up  to  the  Shipping 
rd  and  settlement  is  made,  are  you  advised  upon  what  basis  the 
ement  is  made? 

r,  Adamson.  I  get  copies  of  the  minutes  and  copies  of  the  con- 
ts  on  which  settlement  has  been  made, 
le  Chairman.  How  long  have  you  been  getting  them? 
r.  -Idamson.  Well,  I  think  since  last  May  or  June  the  settlement 
racts  have  all  been  referred  to  the  general  comptroller's  depart- 
t  for  notation  as  to  the  financial  obligationa  mxoV?^, 
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The  Chairman.  In  the  settlement  of  a  claim,  just  what  doesdj 
district  adjuster  look  into;  what  investigation  does  he  make;(hi 
he  audit  tne  hooks? 

Mr.  Adamson.  No;  he  does  not  audit  the  books. 

The  Chairman.  What  investigation  does,  he  make,  and  whatisi 
i(Jea  of  sending  it  to  the  district  adjuster  ? 

Mr.  Adamson.  It  is  quite  obvious  that  the  board  sitting  in  Wd 
ington  can  not  make  an  investigation  of  a  case  on  the  Pi^ccw 
you  must  have  some  agency  near  the  place  to  make  investigifi 
and  recommendations. 

The  Chairman.  You  have  all  this- 

Mr.  Adamson  (interposing).  We  have  not  the  facts  under  oi 
we  have  the  claim  imaer  oath. 

The  Chairman.  What  does  he  do;  how  does  he  work? 

Mr.  Adamson.  Let  us  sav  that  a  contractor  claims  that  be 
$2,000,000  worth  of  materials  there,  on  account  of  hulls 

The  Chairman  (interposing).  Yes. 

Mr.  Adamson  (continuing).  The  district  adjuster  has  an  invent 
made  to  determine  the  actual  quantity  of  material;  that  materii 
priced  by  the  auditors  of  the  general  comptroller's  department, 
wo  set  up  the  actual  cost,  ann  the  inventoried  cost  of  the  maK 
that  is  found  to  be  there.  And  he  gets  the  facts,  such  as  the  evidf! 
to  be  used  as  a  basis  for  his  recommendation. 

The  Chairman.  Is  that  the  first  inventory  you  have  of  thatp 
ertv? 

Mr.  Adamson.  That  is  usually  the  first  physical  inventory  we  lu 
We  have  a  book  inventory,  but  you  see  we  are  not  interested  in 
cost  of  a  lump-sum  contract.  We  do  not  keep  the  contnct 
books  and  do  not  know  and,  as  a  matter  of  fact,  should  not  g 

t'ust  what  his  inventory  is.  In  the  case  of  cancellation,  howeTa 
becomes  necessary  then  to  determine  just  what  we  are  respoDS 
for — that  is,  the  quantity  of  material,  for  instance,  for  moA 
must  reimburse — the  value  of  the  labor  for  which  we  must  reiinbui 

The  Chairman.  WTiat  else  does  this  district  adjuster  do! 

Mr.  Adamson.  Well,  he  gets  these  facts  and  negotiates  with 
contractor  to  try  to  arrive  at  a  basis  of  settlement  which  can 
recommended  to  the  claims  board. 

The  Chairman.  What  does  he  do  besides  getting  this  invaitorj 

Mr.  Adamson.  Well,  he  goes  into  negotiations  with  the  contract 
and  they  sit  down  there  and  might  tiuk  back  and  forth  a  wed[, 
two  weeks,  trying  to  get  to  some  basis  of  settlement.  The  contrat 
claiming  certain  facts  and  the  district  adjuster  setting  up  cerl 
facts.  And  they  usually  strike  some  basis  on  which  they  can  e( 
to  an  agreement,  and  a  recommendation  is  made^ 

The  Chairman.  Then  he  makes  a  recommendation  to  the  di 
board  ? 

Mr.  Adamson.  He  makes  a  recommendation  to  the  claims  bo 

The  Chairman.  Of  course,  in  writing? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Usually  a  recommendation  that  is  in  accordi 
with  his  investigation  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  that  is  accepted  by  the  contractor? 

Mr.  Adamson.  Not  in  all  cases  acceptable  to  the  contractor. 
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[AiBMAN.  Now,  take  the  case  where  it  is  acceptable  to  the 

r 

AMSON  (interposing).  Yes. 

[AIBMAN.  It  goes  then  to  the  claims  board  ? 

AMSON.  Yes,  sir. 

[AIRMAN.  Then  the  claims  board  passes  upon  it  ? 

AMSON.  Yes,  sir. 

L4IRMAN.  Wnat  do  they  do  ? 

AMSON.  Very  frequently,  where  we  receive  a  claim  from  a 

Jjuster  that  is  acceptable  to  the  contractor — that  has  been 

ided  for  settlement  on  a  basis  acceptable  to  the  contractor — 

0  it  and  find  that  apparently  the  district  adjuster  has  made 

s  that  are  excessive.     We  recommend  accordingly,  and  in 

es  the  claims  board  will  reduce  the  allowances. 

[AIRMAN.  Then,  of  course,  it  is  no  longer  acceptable  to  the 

r? 

AMSON.  No  longer  acceptable,  but  frequently  accepted. 

AIRMAN.  Frequently  accepted  ? 

AMSON.  Yes,  sir. 

[AIRMAN.  And  then  what  do  you  do,  pass  it  along  to  the 

Board? 

AMSON.  Yes,  sir. 

AIRMAN.  Are  all  settlements  made  by  the  board  direct? 

AMSON.  The  claims  board  ? 

AIRMAN.  The  Shipping  Board,  I  should  say;  I  mean,  eventu- 

nal  settlement  is  made  by  them  ? 

4MSON.  That  is  the  present  procedure  before  the  Shipping 

3ses  upon  it.     Of  course,  at  one  time  the  claims  board  tooK 

equivalent  to  final  action. 

AIRMAN.  Do  you  know  of  any  claims  being  settled  and 

s  made  by  the  Shipping  Board  which  were  not  recom- 

y  the  cancellation  claims  Doard,  or  bv  the  district  adjuster? 

\MsoN.  Not  by  the  Shipping  Board  as  at  present  consti- 

AiRMAN.  Well,  constituted  in  any  way;  any  Shipping  Board 
have  been  with  it  ? 

VMSON.  Well,  the  board  of  trustees  has  acted  upon  cases  on 
litiative,  and  without  always  following  the  recommenda- 

AiRMAN  (interposing).  That  is,  the  board  of  trustees  of  the 

y  Fleet  Corporation  ? 

VMSON.  The  board  of  trustees  of  the  Emergency  Fleet  Cor- 

\IRMAN.  Does  the  cancellation  claims  board  or  the  con- 
claims  board  report  to  the  Shipping  Board,  or  to  the  Emer- 
3t  Corporation  ? 

iMsoN.  They  report,  you  might  say,  to  the  Shipping  Board 
3ent  time. 

\IRMAX.  How  long  have  they  been  reporting  to  the  Ship- 
d? 

LMsox.  I  think  about  a  month,  or  a  month  and  a  half. 
viRMAN.  Prior  to  that,  to  whom  did  they  report? 
lMson.  The   board  of   trustees  of   the  Emergency    Fleet 
m. 
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The  Chairman.  You  say  the  trustees  of  the  Emergency  Fleet  I 
poratiou  have,  in  some  instances,  settled  claims  by  making  allowai 
m  excess  of  those  recommended  by  the  construction  claims  boan 
the  district  adjuster  ? 

Mr.  Adamson.  I  think  that  might  be  true;  yes,  in  some  cases, 
course,  the  board  of  trustees  are  the  final  authority  on  the  settlemi 

The  Chairman.  Were  you,  or  any  of  your  staff — ^would  yoi 
called  into  conference  on  those  settlements  ? 

Mr.  Adamson.  Well,  I  have  been  before  the  board  of  trustees « 
verv  few  settlements. 

tbe  Chairman.  Do  you  know  of  any  claims  which  have  been 
with  the  Shipping  Board,  say,  within  a  few  months,  for  cancellatio 
contracts,  in  the  early  part  of  1919,  which  have  grown  since  i 
time? 

Mr.  Adamson.  Yes;  there  are  quite  a  number  of  claims  thati 
filed  in  1919  that  have  grown  in  amoimt. 

The  Chairman.  What  is  the  reason  for  the  increases  ? 

Mr.  Adamson.  Well,  the  contractors,  I  suppose,  want  moremoi 

The  Chairman.  Is  that  the  only  reason  you  know  ? 

Mr.  Adamson.  Well,  I  can  not  tell  wliat  has  actuated  the  • 
tractor  in  increasinghis  claim. 

The  Chairman.  The  original  claim  was  filed  under  oath? 

Mr.  Adamson.  Yes,  sin 

The  Chairman.  And  later  a  supplemental  claim  or  claims  have] 
filed  ? 

Mr.  Adamson.  Yes,  sir.  Of  course,  when  the  original  claim 
filed,  in  a  great  many  cases,  the  contractor  specifically  reserved 
right  to  add  other  items  of  claims. 

The  Chairman.  Are  you  familiar  with  the  claim  of  the  Stan 
Co.  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  is  located  at  Vancouver  ? 

Mr.  Adamson.  Yes;  North  Portland,  I  believe. 

The  Chairman.  Do  you  know  how  much  was  claimed  in  that 
originally  ? 

Mr.  Adamson.  They  filed  a  claim,  April  14,  1919,  in  the  an 
of  SI, 639,266.54. 

The  Chairman.  And  what  was  that  based  on — constructic 
cancellation,  or  both  ? 

Mr.  Adamson.  That  was  based  on  cancellation,  and  it  was 
up  largely  of  materials  on  hand. 

The  Chairman.  What  is  the  amount  of  their  claim  at  the  pr 
time? 

Mr.  Adamson.  The  amount  of  their  claim,  as  before  us  now, 
gross  terms,  about  $7,396,351.13;  but  a  part  of  that  is  a  pra 
duplication  of  claim,  because  it  is  put  in  on  a  contingent  basis,  s 
net  amount  of  the  claim  before  us  is  now  $6,578,534.13. 

The  Chairman.  Have  you  examined  this  claim? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  you  made  any  recommendations  f( 
settlement  ? 

Mr.  Adamson.  I  have  prepared  a  report  making  recommenda 
but  have  not  yet  transmitted  it,  because  I  am  trying  to  get  a 
additional  facts  on  some  other  claims. 
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ESie  Chairman.  That  is  a  matter  that  is  pending,  then  ? 
fcfc.  Adamson.  Yes,  sir. 

Whe  Chairman.  And  no  recommendation  has  been  made  to  the 
BTd? 

Mr.  Adamson.  There  were  a  number  of  contracts  which  the 
■ndifer  Co.  had.  This  is  contract  503,  a  steel-ship  contract,  and 
By  had  several  wood-ship  contracts  on  which  there  are  claims,  and 
vranted  to  transmit  all  of  those  at  the  same  time,  and  for  that 
iMon  have  not  yet  transmitted  a  definite  recommendation  on  the 
9el  ship. 

The  Chairman.  When  you  transmit  a  claim,  you  transmit  your 
sommendations  and  yoiir  obioctions,  if  there  are  items  of  objec- 
iis? 

kfr.  Adamson.  Yes,  sir.    » 

tTie  Chairman.  Has  the  Todd  Shipyard  Construction  Co. — what 
tie  name  of  the  Todd  yard  at  Tacoma? 
4r.  Adamson.  The  Todd  Drydock  <^  Construction  Co. 
?lie  Chairman.  Did   thev  submit  a  claim  originally  in  March, 
^( 

idr.  Adamson.  I  do  not  recall  any  claim  that  they  submitted  at 
Lt  time;  there  may  have  been  a  statement  submitted,  and  I  can 
:..  recall  it. 

rhe  C'hairman.  Well,  have  they  submitted  a  claim? 
Mr.  Adamson.  Yes,  sir. 
rhe  Chairman.  When  was  it  submitted  ? 

Mr.  Adamson.  The  claim  as  now  before  us,  I  think,  was  submitted 
out  tw^o  or  three  months  ago. 

The  Chairman.  Well,  don't  you  know  just  when  it  was  submitted  ? 
Mr.  Adamson.  I  do  not  know  the  exact  date  of  its  submittal  to 
B  district  adjuster. 

The  Chairman.  Why  don't  you  know  that  ? 

Mr.  Adamson.  Well,  I  could  ascertain  it,  but  I  do  not  happen  to 
»ve  it  in  mind. 

The  Chairman.  But  you  do,  in  your  ordinary  routine,  know  the 
Act  date  claims  are  submitted  ? 

Mr.  Adamson.  Yes;  we  have  in  the  claims  board  swotn  copies  of 
e  claims. 

The  Chairman.  What  is  the  amount  of  their  claim  ? 
ifr.  Adamson.  That  claim  is  about  $8,524,000. 

rhe   Chairman.  Based   upon   construction    and   canceUation,    or 
bh? 

Sir.  Adamson.  The  large  part  of  it  was  based  on   caucellation, 
out  of  24  vessels— No.  423.     The  greater  part    of    tlie   cla^a 
hould  say  about  half  of  the  claim,  was  on  account  of  materials  on   ^ 
ad. 

rhe  Chairman.  Materials  on  hand? 

VIr.  Adamson.  Yes;  and  then  practically  the  other  lialf  of  it  was 
jed  on  amortization  of  plant  extensions  for  the  Tacouna  plaii^- 
rhe  Chairman.  Is  that  plant  still  running,  or  do  you  know  « 
Mr.  Adamson.    I  think  so. 

rhe  Chairman.  Doing  private  work  ?  -         They 

Mr.  Adamson.  I  beUeve  they  are  doing  some  Navy    work.       ^^^^ 
ve  three  scout  cruisers  for  the  Navy  and  possibly    some  pn 
rk? 
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The  Chaibman.  What  I  meant  by  private  work,  they  are  i 
work  there  for  the  Shipping  Board  ana  the  Fleet  Corporation! 

Mr.  Adamson.  Yes,  sir. 

The  Chaibman.  Have  you  made  your  recommendations  on 
claim  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chaibman.  Filed  objections  to  it? 

Mr.  Adamson.  The  district  adjuster  made  recommendatioDs 
were  about  $8,759,000,  and  I  have  recommended  about  $2,521 
less  than  the  district  adjuster  recommends. 

The  Chaibman.  How  are  you  able  to  reduce  a  claim  that  an 
after  the  district  adjuster  has  been  on  the  ground,  talked  witl 
contractor,  seen  the  yards,  had  an  inventory  made  of  the  mak 
gone  into  the  matter  and  sent  it  down  'to  Washington,  hundra 
miles  away;  what  facts  are  within  your  knowledge,  that  enables 
to  say  that  the  district  adjuster  has  recommenaed  a  claim,  si] 
this  instance,  of  $5,000,000  or ,$6,000,000  to  much  ? 

Mr.  Adamson.  Well,  the  difference  is  very  largely  in  plant  am 
zation.  The  district  adjuster  was  interpretting  our  contract 
lations  in  a  manner  that  I  disagreed  with,  and  I  took  it  up  witl 
acting  general  counsel,  and  I  found  that  the  district  adjuster 
wrong. 

The  Chaibman.  Oh,  yes.  It  is  a  Question  of  interpretatioi 
the  contract  upon  which  you  went  to  tne  counsel  of  your  Boan 

Mr.  Adamson.  The  district  adjuster  had  accepted  the  contnci 
claim,  and  we  had  amortized  90  per  cent  of  tne  cost  of  exIeB! 
and  under  certain  contractual  relationships,  followed  up  by  k 
which  had  the  validity  of  contracts,  our  Uability  to  amortization 
only  48  per  cent  of  the  total  cost  of  plant  extensions  up  to  a  I 
figure. 

The  Chairman.  Now,  you  say  you  referred  that  to  the  couk 
the  Shipping  Board  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  as  a  result  of  hLs  advice  you  recomme 
a  reduction  of  the  claim  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Did  you  find  any  evidences  of  improper  pra< 
or  illegal  expenditures  o^  money,  or  anything  tainted  with  fraud 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  in  any  cases? 

Mr.  Adamson.  Well,  I  do  not  know  of  any — I  can  not  recal 
case,  or  anything  tainted  with  fraud,  Mr.  Walsh. 

The  Chairman.  Well,  improper  expenditiffes  of  money  ? 

Mr.  Adamson.  Well,  of  course,  in  a  great  many  cases  of  < 
you  will  find  what  we  might  regard  as  an  improper  expendit 
money.  That  is,  money  might  have  been  spent  by  a  contract 
an  extension  of  his  plant,  when  it  was  the  intention  of  the  co 
that  such  money  should  be  spent  on  ship  construction.  We 
regard  that  as  improper,  although  it  might  not  be  fraudulent. 

The  Chairman.  That  is  a  matter  that  would  be  adjusted,  of  cm 

Mr.  Adamson.  Yes,  sir. 

The  ('Hairman.  If,  under  a  contract,  a  certain  amount  of  i 
is  supposed  to  be  advanced  ic^i  ^Vvvft  cowatruction  and  the  cont 
needed  plant  work  to  \>o  done  «A;  m^X.  \ATCkfc  wAM^^SS^^^Tas^v^ 
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urpose,  that  could  later  be  adjusted;  the  Grovemment  need  not 

arily  suffer  because  that  was  done. 

Adam  SON.  If  the   contractor  has  sufficient   assets   to  make 

i  Chairman.  If  he  goes  on  with  his  work  and  has  material 

that  can  be  straightened  out  ? 

Ajdamson.  Yes,  su*. 
)  Chairman.  And  that  has  been  done  in  a  great  many  cases  ? 

Adamson.  Yes:  we  have  withheld  payment  on  the  construc- 
<rork  in  order  to  be  sure  to  protect  ourselves  in  that  kind  of  an 
iditure. 

d  Chairman.  Has  the  Downey  Shipbuilding  claim  been  settled? 
.  Adamson.  An  award  has  been  made  by  the  construction 
s  board,  but  it  has  not  been  accepted  by  the  Downey  Co. 
e  Chairman.  What  was  the  amount  of  their  claim,  do  you  know  ? 
.  Adamson.  $21,000,000  plus — I  will  give  you  the  exact  figure 
[noment— $2 1 ,23 1 ,235.69. 
te Chairman.  What  was  the  award? 

\  Adamson.  The  award  was  $15,174,000,  and,  I  think,  $413.52; 
.74,000  plus. 

le  Chairman.  Now,  that  was  just  for  the  Downey  Shipbiiilding 
Dration  contracts  ? 

.  Adamson.  Yes;  the  contract  No.  30-SC,  for  10  ships, 
e  Chairman.  How  many  of  those  ships  did  they  aeliver,  do 

310W? 

.  Adamson.  All  of  them. 

3  Chairman.  They  were  all  delivered? 

.  Adamson.  Yes,  sir. 

9  Chairman.  And  do  you  know  how  many  of  them  were  de- 

d  within  the  contract  time  ? 

.  Adamson.  I  do  not  believe  that  any  of  them  were. 

3  Chairman.  Is  it  not  a  matter  of  fact  that  certain  ships  were 

delivered  at  various  dates  some  six  months  apart,  and  tnat  the 

ship  was  not  delivered  prior  to  the  date  for  tne  delivery  of  the 

hip  imder  the  contract '( 

,  Adamson.  I  do  not  recall  the  delivery  dates  fixed  in  the  con- 
but  I  should  say  that  they  were  10  months  behind  on  their 

>ries  on  an  average. 

3  Chairman.  Did  they  state  the  reason  for  the  delay  in  delivery 

>ir  claim  ? 
Adamson.  Oh,  yes;  they  set  up  very  heavy  claims  for  the 

d  acts  of  the  Government,  or  tne  Fleet  Corporation,  in  the 

e  to  deliver  steel  to  the  plant,  and  failure  to  deliver  steel  for 

3  Chairman.  So  that  if  there  were  delays  it  may  have  been^ 
ioned  by  failure  to  get  material  to  the  yard  ? 

Adamson.  There  may  have  been  some  delay,  but  the  delay  on 
iccount  was  the  fault  of  the  contractor;  he  did  not  put  in  his 
ule  for  steel  promptly. 
5  Chairman.  How  does  your  district  adjuster  find  out  any- 

about  that  delay  in  the  aelivery  of  material-  how  can  he  find 
lonths  after  the  contract  is  completed,  or  wnen  the  claim  for 
ment  is  put  in;  how  can  he  find  out  just  when  the  material  was 
Ujr  delivered  ( 
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Mr.  Adamson.  Of  his  own  act  he  can  not  find  out;  he  musti 
on  the  auditors  for  the  department. 

The  Chairman.  On  the  plant? 

Mr.  ^Vdamson.  No;  the  Emergency  Fleet  Corporation  audit< 
In  that  case  I  had  an  actual  audit  made  to  the  point  of  deliver 
every  pound  of  steel. 

The  Chairman.  As  compared  with  the  submission  of  the  schedi 

Mr.  Adamson.  That  audit  was  not  related  to  the  schedule  in  ei 
case. 

The  Chairman.  What  kind  of  a  contract  did  they  have^ 

Mr.  Adamson.  They  had  a  lump-sum  contract,  10  ships  of  7 
dead-weight  tons  each,  price  to  be  SI 55  a  ton. 

The  Chairman.  That  did  not  include  the  Providence  Enginw 
Co.'s  contract? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Did  you  settle  with  them. 

Mr.  Adamson.  The  Providence  Engineering  Co.'s  contract 
not  been  entirely  settled.  I  believe  the  latest  information  I  ha 
that,  possibly  is  that  $28,000  or  $30,000  remained  to  be  paid  t( 
Providence  Engineering  Co.,  provided  we  are  liable  for  prote 
on  the  price  of  boiler  steel.  If  it  should  be  decided  by  the  ge 
counsel  that  we  are  not  liable  for  this  protected  price  on  the  I 
steel,  then  the  accounts  just  about  balance  as  they  stand;  thel 
steel  is  just  about  the  same  amount  of  money  as  we  owe  thet 
construction  work. 

The  Chairman.  Have  you  got  any  idea  what  the  total  amou 
outstanding  claims  against  the  Fleet  Corporation  or  the  Shi] 
Board  is  on  accoimt  of  construction  work,  or  cancellation,  orbol 

Mr.  Adamson.  I  can  not  give  it  to  you  on  account  of  the  cons 
tioii  work  or  cancellation,  because  they  are  so  interwoven. 

The  Chairman.  Well,  the  two  together  ? 

Mr.  Adamson.  At  the  present  time,  those  we  know"  about,  soi 
which  have  not  yet  been  formally  filed,  we  have  about  $148,00 
worth  of  claims,  out  that  includes  $53,000,000  for  just  reclamati 
ships — reclaiming  of  requisitioned  ships  on  the  ways:  but  the 
tract  shipping  claims  would  run  to  $95,000,000  to*^$97,000,00( 
great  many  of  those  claims  have  already  been  passed  upon. 

The  Chairman.  Can  you  give  us  any  idea  of  liow  much  has 
awarded  on  that  amount  of  claims  ? 

Mr.  Adamson.  Out  of  that  amount  of  claims  ? 

The  Chairman.  Yes. 

Mr.  Adamson.  We  have  included  in  the  figures  I  have  rivei 
certain  awards  that  have  already  been  made,  but  not  paid. 
arc  unpaid  claims  in  the  home  office  of  $840,000.     And  then 
Vre  claim  awards  on  which  final  agreements  have  not  been  prep 
amounting  to  $5,393,000. 

And  there  are  claims  awaiting  action  by  the  construction  c 
board  of  fifty-three  miUion  and  odd  dollara.  Claims  in  the  ofi 
the  district  adjusters  approximately  $6,000,000.  There  are  c 
on  which  awards  have  been  made,  but  not  accepted  by  the  contn 
amounting  to  $17,000,000.  Over  $10,000,000  of  claims  noi 
formally  filed,  which  we  treat  as  anticipated  claims.  We  know 
are  on  the  way,  and  we  vaU  g^et)  iVvewi. 
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le  Chairman.  How  do  you  figure  the  amount  of  a  claim  that  is 
^et  filed ;  how  do  you  know  ? 

r.  Adamson.  In  some  cas^s  we  have  been  informed  definitely  of 
unount  down  to  a  penny,  but  the  claim  has  not  yet  reachea  us. 
ie  Chairman.  Is  there  any  nrovision  in  the  shipping  act  which 
lits  the  board  or  the  Fleet  Cornoration  to  pay  60  per  cent,  or  a 
tin  percentage  of  the  claim  which  they  estimate  is  due  and  require 
claimant  to  go  to  the  Cout  of  Claims  for  the  balance  ? 
r.  Adamson.  I  do  not  know  anything  in  the  shipping  act  to  that 
t.  I  know  that  the  board  did  proceed  for  a  time — that  is,  pro- 
ed  on  the  theory  that  it  could  make  awards  for  75  per  cent,  and 
the  claimant  could  then  go  to  the  Court  of  Claims  for  the  remain- 
and  sue  for  the  additional  claims  which  had  not  been  allowed. 
r.  CoNNALLY.  Would  it  interrupt  you  to  suggest  at  this  point  a 
Jtion  ? 

be  Chairman.  No. 

J.  Conn  ALLY.  You  do  not  have  to  go  to  the  Court  of  Claims; 
d  you  not  go  to  any  district  court  ? 
X.  Adamson.  I  thought  it  was  the  Court  of  Claims, 
x.  CoNNALLY.  That  was  a  general  act. 

he  Chairman.  That  was  military  and  naval  claims.  They  did  pay 
)er  cent  ? 

\t,  Adamson.  In  certain  cases;  yes. 

he  Chairman.  And  do  you  know  whether  those  cases  have  been 
isted? 

[r.  Adamson.  I  do  not  believe  that  any  of  them  have  been  finally 
isted. 

he  Chairman.  Why  did  they  adopt  a  different  method;  why  did 
r  not  do  that  with  all  the  claims  ? 

[r.  Adamson.  Well,  it  was  not  necessary  to  do  any  such  thing  as 
i  where  the  contractor  was  willing  to  accept  the  award  which  was 
le. 

he  Chairman.  No;  but  I  mean  why  did  they  not  do  that,  where 
^  could  not  come  to  an  agreement,  in  all  the  other  cases  ? 
[r.  Adamson.  Well,  in  order  to  make  a  75  per  cent  payment  we 
to  arrive  at  some  award  first,  to  get  the  75  per  cent  of  that  award, 
they  were  so  far  apart  in  many  cases  that  they  could  not  come 
ny  agreement  by  wnich  the  contractor  woidd  be  willing  to  accept 
>er  cent  of  the  amoimt  that  the  board  was  willing  to  pay. 
te  Chairman.  That  was  not  necessary. 

[r.  Adamson.  Then,  in  certain  cases  maybe  a  definite  award  said, 
e  will  pay  you  75  pter  cent  now,  and  then  you  can  sue  for  the 
ainder  and  the  additional  amoimt  which  you  claim." 
"he  Chairman.  Why  was  not  that  done  in  all  these  cases  where  no 
dements  were  made  as  to  settlement,  do  you  know  ? 
Ir.  Adamson.  There  are  very  few  cases,  Mr,  Chairman,  where  they 
6  not  come  to  some  final  agreement  where  the  award  has  been 
ife.    The  Downey  case  is  one  and  the  Pusey  &  Jones  is  another. 
\  Pusey  &  Jones  is  already  in  the  Court  of  Claims. 
Tie  Chairman.  Do  you  know  of  any  cases  where  the  Shipping 
urd  has  settled  any  claim  for  less  than  the  construction  or  cancel- 
on  claims  board  has  recommended  ? 
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Mr.  Adamson.  I  think  we  have  cases  in  the  Washington  bond 
that  were  settled  at  a  price  less  than  recommended  by  the  daim 
board. 

The  Chairman.  Can  you  recall  one  of  those  cases? 

Mr.  Adamson.  I  can  not  recall,  but  I  know  there  have  been  caMi. 

The  Chairman.  Can  you  look  that  up  and  let  us  know  later! 

Mr.  Adamson.  Yes;  t  can,  Mr.  Chairman. 

The  Chairman.  Now,  can  you  tell  us  how  many  cases  have  ben 
settled  at  the  figure  recommended  by  the  construction  or  canceb- 
tion  boards  ? 

Mr.  Adamson.  No,  sir;  1  can  not  tell  you,  but  I  can  look  thatq 
foryou. 

Tne  Chairman.  Will  you  look  that  up  for  us  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Also  let  us  know  how  many  cases  have  beensettM 
by  the  Shipping  Board,  or  the  chairman,  at  figures  in  excess  of  th» 
recommcnaations  of  the  construction  or  canceDation  boards. 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Now,  was  the  regular  method  of  procedure  fol- 
io wed  in  the  American  Shipbuilding  Corporation  ? 

Mr.  Adamson.  The  regular  methcKl? 

The  Chairman.  The  method  you  have  outUned  ? 

Mr.  Adamson.  No,  sir;  it  was  not.  At  that  time  the  proceduw 
was  not  definitized  as  it  is  to-day. 

The  Chairman.  At  that  time  they  had  no  well-established  policj 
for  adjusting  claims  ? 

Mr.  Adamson.  They  had  a  claims  board,  but  this  matter  did  not 
go  before  the  claims  board  for  settlement. 

The  Chairman.  How  was  that  settlement  reached  ? 

Mr.  Adamson.  The  settlement  was  negotiated  by  Mr.  Martin 
Gillen,  who  came  to  Philadelphia  and  spent  a  day  or  two  there  with 
Mr.  Ackerson  and  others,  and  made  a  report  to  Judge  Payne,  and  u 
a  result  of  his  negotiations  the  contract  was  drawn  up,  settling  oa  the 
basis  of  the  claim  as  presented  by  the  contractor,  the  American  Ship- 
building  Co. 

The  Chairman.  That  is  the  concern  that  struck  out  soma 
$23,000,000  or  $27,000,000  of  the  profit  which  it  was  represented  thw 
were  not  permitted  to  take  on  account  of  a  resolution  of  their  boiri 
of  directors  i 

Mr.  Adamson.  Tliat  is  a  concern  which  was  originally  on  a  lump- 
sum basis;  it  had  quite  a  number  of  contracts,  let  in  six  diffffcftt 
groups. 

The  Chairman.  Now,  was  it  the  concern  that  reduced  the  daim, 
or  the  apparent  amount  due  by  some  $20,000,000  and  eave  as  i 
reason  a  resolution  of  their  board  of  directors  limiting  mem  to  i 
certain  percentage  of  profit '? 

Mr.  Adamson.  That  is  the  concern  which  Mr.  Charles  Piez  com- 
pelled to  make  a  now  contract,  changing  from  the  lump-sum  to  the 
cost-plus  basis 

The  Chairman  (interposing).  I  am  not  asking  about  Mr.  Pies  or 
a  diff'erent  contract,  or  anything,  but  I  am  asking  if  that  is  the  con- 
cern  

Mr.  Adamson  (inlerposmg'^ .  1  «ltdl  ^vxvii^  you  an  explanation. 
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e Chairman.  Will  you  answer  the  question?    Read  the  ques- 
^Thereupon  the  reporter  read  the  question  referred  to,  as  follows:) 

,  was  it  the  concern  that  reduced  the  claim,  or  the  apparent  amount  due  by 
120,000,000  and  gave  as  a  reason  a  resolution  of  their  board  of  directors  limiting 
to  a  certain  percentage  of  profit? 


.  Adamson.  The  American  Shipbuilding  Co.  did  not,  itself, 
ie  that  amount,  as  I  started  to  explain.  Mr.  Chairman. 
e  Chairman.  Now,  I  am  perfectly  wining  for  you  to  explain; 
was  the  history  of  the  contractual  relations  of  the  Shipping 
with  that  concern? 
.  Adamson.  Well,  we  had  a  very  large  number  of  contracts  with 
;  that  is,  a  contract  for  a  very  large  number  of  ships,  and  the 
Ucttracts  were  made  at  lump-sum  prices,  which  were  regarded  as 
^Sxig  rather  high,  and  there  was,  as  I  am  informed,  quite  a  definite 
jttwierstanding  at  the  time  that  there  would  be  a  revision  of  prices 
'^f'Wxiward  in  case  the  developments  should  justify  it.  Some  time  in 
*«  summer,  I  believe,  of  1918,  Mr.  Piez  happened  across  a  copy  of 
Jj^rti*  financial  statement,  the  financial  statement  of  the  Amencan 
«ipbiiilding  Co.,  which  showed  quite  a  large  profit,  and  I  think  he 
^^Bxx  called  upon  them  to  come  in  and  make  new  contracts  on  a  cost- 
■''^Qb  basis,  which  would  absolutely  prohibit  any  excess  profits. 

Tlie  Chairman.  Cost  plus  what? 
,    Itfr.  Adamson.  Cost  plus  10  per  cent.     And  as  a  result  of   that 
*^^^;By  did  m^ke  a  new  cost  plus  contract.  No.  521. 
The  Chairman.  Covering 

I^.  Adamson  (interposing).  Covering  all  of  the  lump-sum  con 
*^^cts  into  this  one  cost-plus  contract. 

^  The  Chairman.  Covcnng  work  which  was  in  progress  under  pre- 
"^ous  contracts  ? 

:  ^dr.  Adamson.  Yes;  this  was  retoractive,  put  on  the  cost-plus 
!2^^,  and  absolutely  prohibited  any  profits  in  excess  of  10  per  cent. 
^^*tf8  was  a  contract  which  was  designed  to  make  excess  profits 
^jD^lKWsible,  which  was  made  in  October,  1918.  It  was  estimated  at 
^at  time  that  the  savings  effected  by  the  contract  which  Mr.  Piez 
**3ilde  with  them,  changing  from  these  varioas  lump-sum  contracts 
**to  the  cost-plus  contract,  amounting  to  about  $20,000,000.  That 
^  aU  I  have  ever  kno^vn  the  American  Shipbuilding  Co.  to  forego 
*^  the  way  of  profits  or  prospective  profits. 

The  Chairman.  Do  you  know  anything  about  a  resolution  of 
J^cir  board  of  directors  limiting  them  to  a  10  per  cent  profit  ? 

Mr.  Adamson.  Yes;  that  resolution  was  incorporated  m  the  eon- 
^^U5t  which  Mr.  Piez  made  with  them,  in  October,  1918. 

The  Chairman.  How  is  that  ? 

Mr.  Adamson.  That  was  incorporated  in  their  contract,  wherein 
^ey  set  that  up  as  a  preamble,  and  what  you  might  regard  as  a 
^^eachment  against  profits  in  the  contract. 

The  Chairman.  Now,  what  was  the  settlement  with  them  ? 
,    Mr.  Adamson.  The  final  settlement  was  made  in   Maj',    1919    and 
-   think  the  final  settlement  figure  was  $131,813,000. 

The  Chairman.  What  was  the  original  lump-sum  contract? 

Mr.  Adamson.  The  original  lump-sum  contracts — they  were  for 
^  139,095,250;  that  was  the  lump-sum  contracts  for  176  sfiips. 
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The  Chairman  .  How  many  ships  did  they  complete  ? 

Mr.  Adamson.  All  of  them. 

The  Chairman.  And  they  were  settled  with  for  one  hundrei 
thirty-one  million  dollars  odd  ^ 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  So,  irrespective  of  claims  for  overtime,  e\ 
and  various  other  matters  on  the  face  of  the  contract,  there 
difforonce  of  some  $8,000,000,  which  resulted   in  a  saving  i 
Government* 

Mr.  Adamson.  No.  At  the  time  the  final  settleme^jt  was 
these  lump-sum  contracts  did  not  exist,  and  we  were  not  lial 
SI 89,000,000,  but  were  liable  for  only  the  cost,  plus  10  per  ren 

The  Chairman.  I  am  talking  about  the  changing  from  the! 
sum  to  the  cost  plus,  and  the  saving. 

Mr.  Adamson.  The  saving  was  greater  than  indicated  in 
difference. 

The  C^iAiRMAN.  I  know;  but  I  am  talking  about  the  savi 
changing  from  the  lump  simi,  and  that  provided  for  in  the  cusi 
Of  course,  under  the  lump  sum  there  would  have  been  claii 
experts  and  other  things  wnich  would  have  brought  the  $139,0< 
up  to  much  more  than  that. 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Now,  that  settlement,  you  say,  was  not  ma 
the  district  adjuster,  or  the  constniction  claims  board  ? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  But  was  made  by  Mr.  Gillen  ? 

Mr.  Adamson.  Mr.  Gillen  was  the  man  that  handled  it  for 
Payne. 

I'he  Chairman.  Handled  it  for  Judge  Payne  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  When  was  that  settlement  ? 

Mr.  Adamson.  I  think  the  date  of  the  settlement  contrac 
October  24,  1919. 

The  Chairman.  Did  that  contract  come  under  your  obser 
for  investigation  or  recommendation  ? 

Mr.  Adamson.  The  contract  did  not,  \)\it  the  proposed  settJ 
did. 

The  Chairman.  I  meant  the  settlement. 

Mr.  Adamson.  The  proposed  settlement  did. 

The  Chairman.  Did  you  make  a  recommendation  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  What  did  you  recommend? 

Mr.  iViMMSON.  I  recommended  that  no  settlement  be  mad 
after  we  could  make  an  audit  to  determine  just  what  our  ul 
obligations  would  be,  because  it  appeared  to  me  that  the  i 
claimed  would  be  greater  than  our  liability  would  be  under  th 
plus  contract. 

The  Chairman.  Was  an  audit  made  ? 

Mr.  Adamson.  No,  sir.    They  decided  that  it  would  be  an 
sive  thing  to  make  an  audit,  and  they  wanted  to  go  ahead  an< 
the  settlement,  and  one  of  the  reasons  for  makmg  this  sett 
was  to  avoid  an  audit. 

The  Chairman.  Well,  did  you  have  any  information  befo 
upon  which  you  were  prepared  to  say  that  the  proposed  sett 
was  excessive  in  amount  ? 
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r.  Adamson.  I  had  no  absblutely  certain  infonnation.  At  that 
i  Mr.  L.  E.  Houston  was  one  of  my  assistants;  Mr.  Houston  had 
L  district  comptroller  of  the  Great  Lakes  district,  and  had  had 
pportimitj  to  closely  observe  the  work  in  the  American  Shipyards, 

it  was  his  opinion  that  the  costs  under  the  cost-plus  contract 
Id  be  less  than  the  $132,515,000  claimed  by  the  American  Ship- 
ding  Co. 

he  Chairman.  Do  you  know  what  he  based  his  opinion  on  ? 
X.  Adamson.  Just  from  his  knowledge  of  the  conditions  there, 

the  cost  of  accoimtiiig;  the  ships  completed,  and  his  general 
wledge  of  the  conditions. 

he  Chairman.  Well,  the  same  knowledge  that  these  district  ad- 
ers  have  now  in  making  recommendations  ? 
J.  Adamson.  Oh,  no;  a  much  more  intimate  knowledge,  growing 
of  the  daily  handhng  of  the  forces  of  this  corporation, 
he  Chairman.  Did  he  fix  any  figure  which  he  thought  was  a 
3er  settlement? 

[r.  Adamson.  No,  sir;  it  was  his  opinion  that  we  could  not  set 
I  reliable  figure  without  a  real  audit. 

he  Ch^virman.  A  real  audit  would  have  cost  practically  as  much 
he  amount  in  the  settlements  ? 

[r.  Adamson.  Well,  the  amount  involved  in  the  settlement  was 
ions,  and  the  amount  of  an  audit  would  have  been  probably 
,000  or  $60,000. 

he  Chairman.  You  could  have  audited  the  books  of  that  com- 
V  for  that  amount  under  these  contracts  ? 
fr.  Adamson.  Yes,  sir. 

he  Chairman.  Did  you  have  auditors  there  in  their  yard  ? 
[r.  Adamson.  Yes,  sir. 

he  Chairman.  While  the  work  was  going  on  ? 
[r.  Adamson.  We  had  a  rather  limited  audit  during  the  lump-sum 
lod,  because  it  was  not  necessary  to  get  their  costs.     Of  course, 
T  the  cost-plus  contract  was  made,  then  we  had  a  rather  real 
it. 

lie  Chairman.  Well,  as  a  result  of  any  of  these  auditors^  reports 
Id  you  ascertain  whether  there  was  any  excessive  costs  allowed  ? 
[r.  Adamson.  Not  any  excessive  costs  at  that  time, 
he  Chairman.  Yes. 

[r.  Adamson.  No;  there  was  nothing  to  indicate  there  was  any 
Bssive  costs.     In  fact,  the  indications  were  that  the  ships  would 
)uilt  at  a  considerably  less  price  than  had  been  anticipated, 
he  Chairman.  Then  what  is  it  that  you  base  vour  belief  on  that 

settlement  for  $131,000,000  should  not  have  oeen  made  because 
lorough  audit  would  have  shown  a  less  amoimt  due  ? 
[r.  Adamson.  I  base  it  largely  on  what  Mr.  Houston  told  me  about 
ditions  there ;  and  then  I  felt  this  way,  that  the  contractor  himself 
dd  not  have  come  along  and  set  up  a  maximum  of  S131, 515,800  as 
ultimate  cost,  if  he  had  not  felt  it  was  a  pretty  high  figure.     The 
tractor  refused  to  certify  that  figure  in  presenting  his  proposal  for 
lement.     He  made  it  quite  clear  that  ne  could  not  certify  those 
res,  or  guarantee  them  m  any  way  as  being  too  high  or  too  low. 
he  Chairman.  Then  that  proposal,  or  that  claim,  was  not  sub- 
bed imder  oath  ? 
[r.  Adamson.  No;  the  proposal  was  in  the  form  of  a  letter. 
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The  Chairman.  Then  the  situation  is,  with  reference  to  lliLscc 
tract,  that  the  settlement  was  negotiated  in  behalf  of  the  Shippi 
Board  and  the  Fleet  Corporation  oy  Mr.  Gillen  and  effected  by  i 
chairman  of  the  board,  Judge  Payne  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  because  there  wasn't  any  audit  made, 
have  a  feeling  that  the  settlement  was  excessive  ? 

Mr.  Adamson.  Well,  I  have  this  feeling:  That  nobody  ki 
whether  it  is  excessive  or  not;  that  it  is  an  unwise  thing,  whenw( 
protected  by  a  contract  which  limits  us  to  cost  plus  10  percer 
make  a  settlement  on  some  estimated  cost.  I  think  we  ought  to 
taken  a  chance  on  the  completion  of  the  contracts  and  find  out 
what  the  coats  should  be. 

The  Chairman.  Now,  this  cost  plus  permits  a  percentage  upo 
increased  wage  allowances? 

Mr.  Adamson.  That  was  never  determined.  In  other  coni 
where  the  contract  on  its  face  did  permit  it  I  raised  the  question 
the  legal  division,  I  obtained  opinions  to  the  eflFect  that  we  did  not 
to  pay  any  profit  on  the  increased  wage,  but  as  this  contrac 
converted  into  a  lump-sum  contract,  it  was  too  late. 

The  Chairman.  Wliat  did  you  say? 

Mr.  Adamson.  I  say,  this  contract  having  been  converted  i 
lump-sum  contract  in  the  final  settlement,  we  can  not  then  raii 
question.  Of  course,  as  the  settlement  was  made,  the  pr(^ts 
paid  on  the  increased  wages. 

The  Chairman.  What  do  vou  mean  that  it  was  converted 
lump  sum;  I  thought  it  started  out  as  a  lump  sum  and  was  ch 
to  a  cost  plus  ? 

Mr.  Adamson.  Yes;  and  then  reconverted  to  a  lump  sum. 

The  Chairman.  A  new  contract  made? 

Mr.  Adamson.  Yes ;  the  one  we  have  been  discussing,  by  Mr.  ( 

The  Chairman.  That  was  the  contract  for  settlement  ? 

Mr.  Adamson.  Yes,  the  lump  sum  up  to  that  dat^.  Of  cours 
extras  after  the  settlement  must  be  paid  for  separately. 

The  Chairman.  Was  the  settlement  made  oefore  \he  ship 
completed  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  delivered? 

Mr.  Adamson.  Oh,  certainly.  This  settlement  was  made  wl 
had  (|uite  a  large  part  of  the  program  still  to  complete. 

Th(^  Chairman.  The  final  settlement  of  this  company  was 
l)eforo  their  contract  was  completed? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Well,  do  vou  know  of  anv  other  cases  in 
that  has  l)een  done  ? 

Mr.  Adamson.  I  do  not  recall  any  right  now,  but  I  am  sur 
have  been  other  adjustment  contracts  made. 

The  Chairman.  'Why  was  that  done? 

Mr.  Adamson.  Well,  I  thought  in  this  case  that  one  of  the 
they  had  in  mind — the  contractor  had  in  mind — ^was  to  get  a 
ment  which  would  enable  him  to  handle  his  matter  of  incom< 
with  a  little  freer  hand.  I  think  that  was  one  of  the  reasons 
It  was  a  question  of  taxes  and  the  amount  to  be  allowed  in  air 
tion  of  the  plant. 
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IRMAN.  And  for  that  reason  they  settled  before  the  ships 
eted  or  delivered  ? 
^isoN.  That  was  one  of  the  reasons. 

.IRMAN.  Were  any  anticipated  profits  permitted  in  this 
settlement  ? 

MSON.  The  contract  of  settlement  was  based  on  figures 
'  the  contractor,  which,  of  course,  included  his  anticipated 
I  per  cent  for  the  w^ork  yet  to  be  done.  Inasmuch  as  the 
3rice  used  in  this  contract  was  for  the  completed  program, 
D  include  their  anticipated  profits. 

s'ALi.Y.  Let  mo  ask  right  there:  You  do  not  mean  to  say 
3ttlement  was  had  and  mon^y  paid  before  the  ships  were 
and  delivered?  You  simplv  mean  that  they  agreed  on 
it? 

MSON.  Absolutely:  yes,  sir. 

SALLY.  As  the  full  price,  before  the  completion  and  de- 
lose  ships,  and  withheld  the  payment — 1  do  not  mean  all 
nade  along  as  the  ships  were  delivered.     Is  that  what  you 

MSON.  Yes.     As  a  matter  of  fact,  when  this  settlement 
we  had  paid  aU  but  $10,000,000  of  the  $131,000,000. 
SALLY.  Then,  these  ships  were  aftei'wards  completed  and 

MSON.  Yes,  sir. 

IRMAN.  When  was  the  $10,000,000  paid? 

MSON.  I  do  not  believe  there  has  been  a  final  payment  on 

3t,  Mr.  Chairman.     I  think  there  has  be^n  quite  a  number 

ibout  extras. 

IRMAN.  Then,  there  has  not  been  a  settlement  with  this^ 

Lg  company  ? 

MSON.  Of  course,  the  big  basis  of  settlement  is  laid  down 

lement  contract. 

IRMAN.  That  was  not  the  settlement  contract,  was  iti 

MSON.  We  settled  on  the  contract  price  for  the  ships. 

IRMAN.  It  was   not   any  more  of   a  contract  than   any 

r  ships  ? 

MSON.  It  was  a  contract 

IRMAN  (interposing).  It  was  not  the  contract  settlement? 
MSON.  We  have  afv\ays  regarded  it  as  a  reconversion  into 
um  contract. 

IRMAN.  And  not  a  contract  of  settlement  at  all? 
MSON.  No,  sir. 

IRMAN.  So  they  started  out  with  the  American  Shipbuild- 
ation  in  Cleveland  for  a  number  of  ships,  and  after  Mr. 
lie  financial  statement  which  indicated  to  him  they  were 
cessive  profits  he  brought  the  company  in  and  required 
ahead  under  a  cost-plus  contract,  and  when  the  coinpany 
ded  along  under  that  conversion  of  contract,  Mr.  Gillen 
a  change  of  that  contract  for  the  completion  of  the  remain-^ 
:o  be  built,  and  those  under  construction,  back  into  a 
contract  ? 
MSON.  Yes,  sir. 

IRMAN.  And  they  went  ahead  and  delivered  the  ships  and 
tloment  has  over  been  passed  under  this  last  contract? 
MSON.  That  is  correct. 
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The  Chairman.  So  the  Gillen  negotiation  wa8  not  a  contract 
settlement  at  all,  any  more  than  anv  contract  for  the  completion 
ships  was  a  contract  of  settlement:  the  monev  has  not  been  paid,! 
there  are  still  some  claims  pendinsr  to  be  adjusted  ? 

Mr.  Adamson.  That  is  correct. 

The  Chairman.  Have  you  examined  the  papers  and  argumenti 
this  particular  case ;  are  you  familiar  with  thorn  ? 

Mr.  Adamsox.  Just  fairly. 

The  Chairman.  And  it  is  your  understanding  that  the  Amd 
Shipbuilding  Corporation  did  not  come  in  voluntarily  and  say  ^'T 
uncfer  a  Vote  of  our  board  of  directors  we  are  not  permitted  to  rec< 
more  than  10  per  cent  profit^  and  ^Jre  are  entitled  to  so  muchmoi 
which  is  some  twenty  odd  million  dollars  more  than  that  10  pero 
and  wo  refund  that  to  you'^  ? 

Mr.  Adamson.  I  do  not  believe  it  was  a  volimtary  act  on  the  ] 
of  the  contractor,  but  that  the  contrary  is  true,  that  they  were  as 
to  come  and  then  they  did  a^ee,  and  the  board  of  directors  did  ac 
such  a  resolution  as  was  indicated. 

Tlie  Chairman.  But  the  resolution  was  adopted  afterwards, 
not  before  ? 

Mr.  Adamson.  I  do  not  recall  the  date  of  the  resolution. 

The  Chairman.  At  least  the  resolution  was  not  of  record,  accon 
to  your  recollection,  at  the  time  they  entered  into  the  liimp- 
conlract  ? 

Mr.  Adamson.  No;  the  resolution  was  not  adopted  at  that  t 
and  was  not  adopted  until  ouite  a  long  time  afterwards. 

The  Chairman.  Do  you  Imow  anything  about  the  sottlemenl 
did  you  have  anything  to  do  with  the  settfement  of  the  White  Hi 
shipbuilding  contract  ? 

Mr.  Adamson.  I  had  nothing  to  do  with  its  settlement. 

The  Chairman.  Was  that  passed  upon  by  the  construction  cl 
board  ? 

Mi\  ^Vdamson.  Yes,  sir. 

The  Chairman.  Has  that  been  settled? 

Mr.  Adamson.  The  board  of  trustees  has  passed  two  resolu 
which  settled  it — I  believe  the  last  resolution  was  in  settlement  < 
claims  which  accrued 

The  Chairman  (interposing).  When  I  used  the  term  ''settlenn 
Mr.  Adamson,  I  moan  has  the  money  been  paid,  and  is  the  shipl 
ing  company  clear  of  all  claims;  have  they  paid  the  money 
finally  closed  the  account  ? 

Mr.  Adamson.  My  opinion  is  that  the  money  has  been  paid; 
all  money  which  was  required  to  be  paid  under  the  last  resoluti 
the  board  of  trustees  has  been  paid. 

Tlio  Chairman.  How  much  was  that? 

Mr.  Adamson.  ?30,000  in  final  settlement. 

The  Chairman.  How  much  was  the  claim  ? 

Mr.  Adamson.  I  do  not  recall  the  exact  figures  of  the  clai] 
would  have  been  in  excess  of  that  amount.  Of  course,  Mr.  Chair 
that  was  only  a  balance.  And  further  credit  had  been  given  the 
tractor  before  this  $30,000.  There  was  quite  a  difference  bet 
our  figures  and  the  White  Haven  Co.^s  figures.  We  thought  the 
tractor  would  owe  us  quite  a  considerable  sum  of  money. 

The  Chairman.  That  is,  the  construction  claims  board  did? 
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r.  ^Vdamson.  The  general  comptroller's  department  and  the  dis- 
;  comptroller's  thought  they  would  owe  us  a  considerable  sum  of 
Ley.     I. want  to  guard  against  any  possible  misimderstanding  of 

answer  to  that  question.  You  aaked  me  whether  the  claims 
rd  passed  on  this  matter,  and  I  said  yes.  The  claims  board  passed 
one  phase  of  this  matter,  which  was  a  claim  for  $102,000  for 
eased  wage  awards. 

lie  Chairman.  What  did  you  recommend? 
tr.  Adamson.  I  recommended  that  nothing  be  allowed,  and  the 
Otis  board  adopted  a  resolution  disallowing  the  claim, 
lie  Chairman.  Now,  how  could  that  shipbuilding  concern  owe 

Shipping  Board  money  under  its  contract,  unless  some  over- 
xients  had  been  made  ? 

Cr.  Adamson.  Because  of  advances  that  had  been  made,  either  in 
berials  or  cash. 

!*he  Chairman.  Well,  does  not  the  Shipping  Board  have  any  way 
supervising  advances  in  materials,  so  that  they  know  wither 
y  are  overpaying  or  overadvancing  to  a  concern  ? 
•Ir.  Adamson.  It  has  ways,  Mr.  Chairman;  but  you  will  appreciate 
-t  during  the  war,  when  there  was  a  demand  for  ships,  in  certain 
es  contractors  were  not  able  to  finance  themselves  and  carry  on 
>  work,  and  it  became  necessary  for  the  Fleet  Corporation  to  canr 
the  work  anJ finance  them,  and  in  many  cases  they  were  overpaid; 
it  is,  more  advances  than  they  had  because  of  its  progress  of  the 
rk. 

rhe  Chairman.  Now,  do  you  know  of  any  contractors  which  were 
Brpaid,  and  which  in  a  final  settlement  has  resulted  in  them  paying 
ck  to  the  Shipping  Board,  rather  than  the  Shipping  Board  owing 
jm  anything,  or  paying  them? 

Mr.  Adamson.  Oh,  yes;  I  think  we  have  had  a  number  of  cases  like 
It. 

The  Chairman.  Can  you  recall  any  one? 

Mr.  Adamson.  I  can  not  recall  ofUiand.     There  are  so  many.     I 
ink  you  will  find  a  number  of  cases  where  the  contractor  has  owed 
money  ? 

The  Chairman.  And  has  paid  money? 
Mr.  Adamson.  And  has  paid  money. 

ITie  Chairman.  So  that  the  Government  has  suffered  no  loss  on 
coimt  of  the  dealings  with  that  particular  concern? 
Mr.  .Adamson.  That  is  right. 

The  Chairman.  Now,  you  say  there  was  $102,000  of  awards  of 
ims  for  increased  wage  allowances  which  your  board  passed  upon 
d  disallowed? 

VIr.  .Vdamson.    That  is  correct. 
The  Chairman.  That  has  not  been  paid  ? 

Mr.  Adamson.  Well 

The  Chairman  (interposing).  Or  allowed  and  settled? 
Mr.  Adamson.  The  contractors'  claims  and  our  allowances  were 
ite  far  apart.  In  order  to  pay  the  contractor  anything  at  all, 
owances  had  to  be  made  on  his  claims — well,  I  will  say  roughly 
40,000 — that  is,  I  do  not  recall  the  exact  figures,  but  let  us  assume 
at  from  our  statement  of  accounts  the  contractor  owed  us  $100,000. 
order  to  let  him  get  any  money  at  all  we  would  first  have  to  make 
m  an  award  sufficient  to  wipe  out  what  he  owed  us,  and  then  a 
rther  award  of  $30,000  to  make  any  payment  to  him. 
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The  Chairman.  How  many  ships  did  this  concern  build) 

Mr.  Adamson.  Two. 

The  Chairman.  Where? 

^f^.  Adamson.  In  Maryland. 

The  ('Hairman.  Were  they  completed? 

Mr  ^nAMSON.  I  think  they  were  entirely  completed. 

THa  r^ATHMvv  Do  you  know  what  the  contract  caUed  for:! 
many  ? 

Mr.  Adamson.  For  two.  The\'  were  schooner  barges,  the  com 
price  being  $190,000  each.  There  were  two  objections  which  we 
to  the  wage  claim.  In  the  first  instance,  that  we  were  not  leg 
liable  for  those  increases,  because  under  the  contract  he  was  Id 
for  the  wages  as  then  established,  and  the  other  contractors  with  wl 
contracts  were  let  in  the  same  district  and  the  same  form  of  conti 
never  put  in  any  claims  for  increased  wage  awards.  Another ol 
tion  was  that  his  claim  included  a  10  per  cent  profit  on  the  incw 
wage  cost,  and  naturally  we  tried  to  follow  the  policy  that  no  pr 
should  be  allowed  on  the  increased  wage  cost. 

The  Cjiairman.  I  understand  you  to  say  there  had  been  two  r 
lutions  passed,  as  you  understood  it,  by  the  board  of  trustees.fi 
a  basis  of  settlement? 

Mr.  Adamson.  Yes,  sir. 

The  (^hairman.  What  was  the  first  amount  agree*d  upont 

Mr.  Adamson.  I  think  it  granted  a  credit  of  S102,424.64  on  acct 
of  the  wage  claim. 

The  Chairman.  And  that  is  all  there  was  to  the  settlement  I 

Mr.  Adamson.  To  that  claim.  Now,  that,  in  itself,  did  notpei 
of  any  pa\Tnent  to  the  contractor. 

Th(»  Chairman.  Xo:  and  then  there  was  another 

Mr.  Adamson  (interposing).  Shortly  thereafter  there  was  ano 
resolution  which  made  a  fmal  settlement  with  them  and  aww 
?;:{(), 000  as  payment  to  the  contractor,  in  final  settlement. 

The  Chairman.  Did  it  include  the  credit  of  $102,000? 

Mr.  Adamson.  I  never  understood  clearly  what  it  did  include, 
it  included  suflicient  to  wipe  out  the  debt  of  the  contractor  to 
and  made  us  owe  him  $30,000. 

The  Chairman.  Were  either  of  those  resolutions  authorizing  se 
ment  based  upon  recommendations  which  you  or  the  comptrol 
department  made^ 

3lr.  Adamson.  No,  sir. 

The  ('hairman.  Did  you  have  anything  to  do  with  the  settlei 
of  the  Terry  Shipbuilding  Corporation  claims? 

Mr.  Adamson.  Xo,  sir. 

The  Chairman.  Were  they  settled? 

Mr.  Adamson*.  We  could  not  call  it  a  settlement,  exactly. 
ina(l(»  a  new  form  of  contract  which  it  was  understood  would 
basis  of  settlement. 

The  Chairman.  Was  that  handled  in  the  regular  way? 

Mr.  Adamson.  It  was  not  handled  under  the  same  procedure 
followed  now. 

The  Chairman.  Well,  was  it  handled  under  the  procedure  tha 
followed  then;  anv  general  procedure? 

Mr.  Adamson.  W31,  there  was  not  at  that  time  any  d( 
j)rocedure.     The  claims  board,  as  now  constituted,  had  not  1 
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function  as  it  is  now,  and  the  general  comptrollers  department 
I  not  have  the  same  relation  to  it.  And,  Mr.  Chairman,  when  you 
:  me  if  it  was  handled  in  the  regular  way,  I  do  not  want  to  be 
ierstood  in  my  answer  as  indicating  that  it  was  handled  in  any 
^ular  way.  It  was  quite  regular  and  quite  proper  for  the  chairman 
sne  boardi  of  trustees  to  take  up  a  case  and  negotiate  a  settlement. 
The  Chairman.  And  each  case  was  adjusted  in  accordance  with 

facts  existing  in  that  particular  l?ase  ? 
fcdr.  Adamson.  Well,  you  mean  this  Terry  settlement  w  as  made  in 
tt  way? 

The  Chairman.  Yes. 

itr.  Adamson.  I  do  not  believe  the  Terry  contract  of  April  7,  1920, 
B  based  on  reliable  facts. 

The  Chairman.  Who  negotiated  that  settlement  ? 
Sir.  Adamson.  My  understanding  is  that  it  was  negotiated  directly 
bween  Judge  Payne  and  the  officials  of  the  Terry  Shipbuilding 
iporation. 

Trie'  Chairman.  Well,   did  you  have  occasion  to  look  into  the 
itter? 
Mr.  Adamson.  After  the  settlement  was  made  I  had  occasion 

look  into  it.  When  it  came  over  to  us  the  contracts,  I  believe, 
5re  brought  over  by  the  officials  of  the  company,  who  wanted  some 
imediate  payment  made,  and  I  took  the  matter  up  with  some  of 
e  officials  at  F  Street,  and  we  did  not  make  any  payment  then,  and 
ihen  wrote  a  report  suggesting  that  the  contract  might  be  reopened. 
The  Chairman.  Was  it  ? 
Mr.  Adamson.  It  was. 

The  Chairman.  So  the  settlement  was  not  made  on  the  original 
sis  of  the  settlement  agreed  upon  ? 

Mr.  Adamson.  Well,  there  were  certain  changes.  On  April  17  a 
>plemental  agreement  was  made,  which  did  not  wipe  out  these 
ril  7  contracts  but  made  certain  changes  in  the  terms  which  were 
iply  beneficial  to  the  Fleet  Corporation. 

The  Chairman.  That  was  as  a  result  of  your  recommendations  ? 
tfr.  Adamson.  That  was  as  a  result,  as  I  understand  it,  of  this 
>ort  which  we  made,  calling  attention  to  certain  figures  which  were 

disagreement  with   the  figures   used   when  Judge    Payne    was 
[idling  it. 

The  Chairman.  How  much  was  the  total  amount  involved  in  the 
ginal  arrangement? 

M[r.  Adamson.  The  total  amount  was  over  $8,000,000. 
The  Chairman.  How  much  was  involved   as   a  result  of  your 
ommendations  ? 

ifr.  Adamson.  They  did  not  reopen  and  go  into  the  case  on  the 
us  of  reaudit  figures.  They  only  reopened  it  to  this  extent,  that 
)y  required  the  contractor  to  pay  a  larger  price  for  the  materials 
:en,  ahd  also  eliminated  an  amount  by  the  Fleet  Corporation  for 
iverting  certain  dry  cargo  space  into  oil  carrying  capacity. 
The  Chairman.  How  much  was  the  basis  of  settlement  after  the 
itract  had  been  reopened  ? 

^r.  Adamson.  As  I  recall,  it  was  just  $225,000  to  the  advantage 
the  Fleet  Corporation  in  that  instance. 

The  Chairman.  Was  there  any  other  unexplained  loss  in  connec- 
ci  with  that  adjustment  ? 
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Mr.  Adamson.  I  do  not  know  just  how  to  answer  on  an  unexplw 
loss.     Of  course,  we  suffered  a  neav>^  loss  on  the  sale  of  mat^riik 
we  had  to  suffer  in  practically  all  sales  of  materials,  but  I  guess 
could  explain  the  loss. 

Tlie  CiiAiRMAX.  Well,  were  there  any  other  matters  which  j 
went  into  after  those  papers  came  to  you,  after  the  first  adjus 
airrooment  was  entereci  into,  where  you  recommended  further 
tions  which  were  made,  or  which  were  not  made  ? 

Mr.  Adamsox.  Why,  it  was  my  hope  that  they  would  reopen  tkl 
case  and  cro  into  it  on  its  merits,  so  I  asked  Mr.  John  and  Mr.  Rw, 
the  officials  of  the  Terry  Corporation,  to  come  to  my  office,  so  thej 
came  over  and  spent  several  days  right  after  this  first  contract  m 
made:  and  I  tried  to  get  from  them  an  exact  statement  of  thrii 
claims.  I  then  discovered  that  they  were  rather  vague  astothei 
own  claims  and  these  statements  which  I  got  from  them  were  appar 
ently  somewhat  at  variance  with  the  figures  they  had  given  to  Judg 
Pavne. 

The  CiLviRMAiV.  Did  they  have  their  books  and  documents  wit 
them  ? 

Mr.  Adamson.  They  did  not  have  their  books  with  them. 

The  Chairman.  Then  they  had  to  deal  from  memory? 

Mr.  Adamson.  They  did  have  certain  documents  when  they  wt 
talking  to  me,  but  apparently  were  depending  on  memory  whenthi 
were  talking  with  Judge  Payne.  I  had  them  set  up  their  figun 
and  in  the  limited  time  w'lich  I  had,  which  indicated  that  th( 
allowances  were  excessive. 

Tiie  Chairman.  And  did  you  indicate  any  sum  in  which  th 
miglit  be  excessive  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  much? 

Mr.  Adamson.  I  can  not  recall — I  would  have  to  get  the  repc 
Mr.  Chairman. 

The  Chairman.  Did  you  make  a  written  report  of  this? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  the  Men 
Stevens  settlement  ? 

Mr.  Adamson.  Well,  I  have  had  something  to  do  with  the  handl 
of  the  case  prior  to  its  settlement.  I  did  not  have  anything  to 
with  the  settlement  as  made. 

The  Chairman.  That  did  not  follow  the  procedure  you  haveir 
cated  here,  going  to  you  and  then  the  district  board? 

Mr.  Adamson.  No:  it  did  not  go  to  the  district  board. 

The  Chairman.  Did  it  go  to  the  claims  board? 

Mr.  .Vdamson.  Yes,  sir. 

Tlic  (^HAiRMAN.  Before  an  adjustment  agreement  was  made? 

Mr.  Adamson.  Yes,  sir. 

Tlie  Chairman.  Wliat  amount  was  recommended  by  your  bo 
as  a  ])asis  of  settlement  ? 

.Mr.  Adamson.  Well,  I  do  not  want  any  confusion  about  this, '. 
Walsh.     I  am  with  the  general  comptroller.     I  simply  report  to 
claims  board  and  the  claims  board  then  passes  a  resolution  rec( 
menduig  settlement,  I  think,  on  the  basis  that  was  finally  adopte 

The  Chairman.  WYiat  v^^is  \}c\«.\;\ 
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-.  Adamson.  Well,  under  that  settlement  the  Fleet  Corporation 

title  to  the  South  Jacksonville  plant.  That  was  the  main  plant 
outh  Jacksonville.  The  Fleet  Corporation  settlement  commit- 
bs  amounting  to  about  $349,000.     The  Merrill-Stevens  Corpora- 

Teceived  title  to  the  Slidell  plant  in  Louisiana,  and  the  Merrill- 
ens  Corporation  gave  us  notes  and  mortgages  on  thie  North  Jack- 
■Ule  plant  in  the  amount  of  $300,000. 

r.  Steele.  I  did  not  understand  your  answer  about  the  Slidell 
ti. 

X.  Adamsox.  The  title  to  that  went  to  the  Merrill-Stevens  Cor- 
Ltion. 

"jT.  Steele.  What  was  that  valiTed  at? 

Tt.  Adamson.  The  valuations  ranged  from  $200,000  to  $300,000. 
dnk  probably  $250,000  would  have  been  the  best  estimate  of  its 
te.  * 

lie  Chairman.  What  did  you  say  about  the  Slidell  plant? 
Ir.  Abamson.  That  was  tlie  value  of  the  Slidell  plant, 
^e  Chairman.  What  else  was  it  you  said  ? 
It.  Adamson.  We  received  a  mortgage  on  the  North  Side  plant  of 

Merrill-Stevens  Corporation  to  guarantee  the  payment  of  that 
[)unt  of  money  to  us. 

Tie  Chairman.  Now,  was  this  a  case  in  which  an  a^eement  was 
le  as  to  settlement  and  later  was  reopened,  or  was  this  case  settled 
n  the  basis  of  the  first  agreement  made  ? 
[r.  Adamson.  I  do  not  know  of  any  reopening  of  this  case,  Mr. 

Ish,  except  possibly 

"he  Chairman  (interposing).  How  much  money  was  paid  to  the 
rill-Stevens  Corporation  in  settlement,  or  how  jnuch  was  found 

or  recommended  to  be  paid  ? 
[r.  Adamson.  They  were  to  pay  us  this  $300,000. 
"he  Chairman.  Were  there  any  bonds  involved  in  the  contract  in 
I  case  which  were  later  found  to  be  worthless  ? 
[r.  Adamson.  Well,  there  were  bonds  which  we  took  over,  whether 
y  were  worthless  or  not  I  could  not  say. 
Tie  Chairman.  What  were  they  taken  over  for? 
[r.  Adamson.  As  partial  security, 
te  Chairman.  Wiiat  bonds  were  they? 

[r.  Adamson.  I  can  not  say  definitely;  some  bonds  of  the  Slidell 
and  the  Merrill-Stevens  Corporation. 

he  Chairman.  And  the  Fleet  Corporation  and  the  Shipping  Board 
e  title  to  those  properties  down  there  now  ? 
[r.  Adamson.  The  Fleet  Corporation  took  title  to  the  South  Jack- 
sdUe  plant,  but  I  believe  has  since  sold  that  plant, 
he  Chairman.  How  about  the  Slidell  plant? 
[r.  Adamson.  That,  I  have  heard,  has  been  sold  by  the  Merrill- 
rens  Corporation. 

he  Chairman.  I  thought  you  said  we  took  title  to  it. 
[r.  Adamson.  No;  that  went  to  the  Merrill-Stevens  Corporation, 
he  Chairman.  Did  you  not  just  tell  Mr.  Steele,  when  he  asked 

about  the  Slidell  plant,  that  we  took  title  to  it  ? 
It.  Adamson.  I  don't  believe  I  did. 

he  Chairman.  Wliat  did  you  say  about  the  Slidell  plant  ? 
[r.  Adamson.  I  said  that  the  Slidell  plant  became  tne  property  of 
MerrUlStevena  Corporation. 
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The  Chairman.  Well,  whose  property  was  it  before  ? 

Mr.  Adamson.  It  was  their  property,  but  this  was  in  finals 
ment. 

The  Chairman.  They  had  a  lot  of  other  property,  did  they  nc 

Mr.  Adamson.  They  had  the  South  Jacksonvilfe  property,  f 
thev  turned  over  to  us. 

The  Chairman.  Did  they  have  the  Louisiana  property? 

Mr.  Adamson.  The  Louisiana  property  was  the  Slidell  plant. 

The  Chairman.  Was  the  wSlidell  plant  involved  here?  The  SI 
plant  was  not  involved  ? 

Mr.  iVDAMsoN.  Yes;  it  was  involved,  as  well  as  the  other. 

The  Chairman.  They  were  permitted  to  retain  it? 

Mr.  iVDAMsoN.  Yes,  sir. 

The  CHAIRMAN.  And  we  took  title  to  the  other? 

Mr.  uVdamson.  Yes,  sir. 

The  Chairman.  And  has  been  sold  ? 

Mr.  Adamson.  I  believe  it  has  been  sold. 

The  Chairman.  Do  you  know  how  much  more  was  allowed 
Merrill-Stevens  Corporation  than  you  recommended  ? 

Mr.  Adamson.  1  never  made  a  definite  recommendation  on 
settlement.  I  made  a  recommendation  on  one  of  the  propo 
made  by  Merrill-Stevens,  under  which  they  were  to  take  OTtf 
materials  and  keep  the  South  Jacksonville  plant,  and  give  cer 
ships,  and  I  reported  against  that. 

The  Chairman.  And  it  was  not  done,  was  it? 

Mr.  Adamson.  No,  it  was  not  done;  the  contract  was  not  madi 
that  basis. 

The  Chairman.  Now,  did  you  have  anything  to  do  with 
settlement  of  the  Saginaw  Shipbuilding  claims  ? 

Mr.  Adamson.  I  reported  on  the  Sagmaw  claims,  yes. 

The  Chairman.  Were  thev  settled  in  the  course  of  procei 
which  you  have  outlined  as  tKo  general  policy? 

Mr.  Adamson.  They  followea  the  general  course.  In  fact, 
wSapiiiaw  case  was  before  the  claims  board  on  two  different  occasi 
When  it  first  came  up  we  had,  instead  of  the  district  adjusU 
district  and  claims  contract  board,  and  that  district  boara  jw 
on  the  Saginaw  case  and  arrived  at  a  settlement,  I  think,  some 
in  Septemner  of  last  year,  and  that  settlement  was  reported  U 
general  claims  contract  board.  The  contract  was  accepted  bj 
contractor,  the  Saginaw  Co.,  but  was  not  approved  by  the  ge 
claims  and  con>m,ct  board,  as  it  was  felt  that  the  amortin 
allowances  was  somewhat  excessive. 

The  Chairman.  How  much  was  recommended? 

Mr.  Adamson.  I  can  not  give  you  the  figures  offhand.    I  ^ 
rather  talk  from  the  record  on  that.     But  in  the  settlement  as 
the  Saginaw  people  would  have  owed  us  some  small  sum  of  m 
I  think  $.S0,000,  because  they  would  have  taken  over  certain  sa 
materials. 

The  Chairman.  The  general  board  did  not  approve  that? 

Mr.  Adamson.  The  general  board  did  not  approve  it. 

The  Chairman.  Then  what  happened  ? 

Mr.  Adamson.  Then  the  Saginaw  Co.  withdrew  its  claim 
hired  a  firm  of  public  aecowTiVj%;iv\s»  w\dL^M\,\ss.^iLew  claim  whic 
more  than  $1,000,000  *m  CkXcxhS"?*  o\  \)cv^  ««vQiN«NX.  ^«^  VvA.  ^^s®? 
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)t,  and  that  claim  was  audited  and  we  reported  upon  it,  and  it 

before  the  claims  board. 

e  Chairman.  What  did  you  report? 

.  Adamson.  Well,  we  recommended — mv  recommendation  was 

we  should  not  give  an  amount  greater  than  the  amount  which 

had  agreed  to  accept,  which  they  had  in  fact,  formally  accepted, 

ptember  of  last  year. 

e  Chairman.  Well,  what  happened? 

.  Adamson.  Well,    the    claims   board    then    passed    upon    the 

9r  and  made  an  award. 

e  Chairman.  How  much  ? 

.  Adamson.  I  do  not  recall  the  exact  amount.     It  was  very 

derably  in  excess  of  the  old  award  which  had  been  accepted  by 

•aginaw  people. 

e  Chairman.  And  not  in  accordance  with  your  recommendation  ? 

.  Adamson.  No,  sir. 

.6  Chairman.  Do    you   know   whether   that   has   been   finally 

3d  and  paid  ? 

'.  Adamson.  I  do  not  bdieve  there  has  been  any  final  settlement 

the  Saginaw  people.     They  are  still  doing  some  work. 

e  Chairman.  Thai  is  a  case  where  an  audit  was  made  of  their 

8  by  certified  public  accoimtants,  I  assume  ? 

.  Adamson.  \  es,  sir. 

B  Chairman.  And  they  came  in  with  a  claim  a  great  deal  more 

which  they  were  before  willing  to  accept  ? 

Adamson.  Yes,  sir. 

3  Chairman.  That  might  have  been  the  result  if  you  had  the 
ican  Shipbuilding  Co.'s  books  audited,  might  it  not? 

Adamson.  Yes;  but  we  do  not  accept  the  audit  statements  that 
&nded  in  to  us,  Mr.  Chairman. 

B  Chairman.  You  do  not  accept  a  certified  pubhc  accountant's 
? 

.  Adamson.  Not  on  claims. 
B  Chairman.  Not  on  claims  ? 

Adamson.  They  usually  involve  fictitious  elements — that  is, 
are  not  necessarily  from  the  books;  they  are  not  actual  costs, 
imply  claims  that  are  set  up. 

3  Chairman.  When  a  certified  accountant  audits  a  book,  does 
t  show  the  amount  of  money  expended  and  what  it  is  expended 

Adamson.  Yes;  but  this  was  not  a  case  of  an  audit  so  much  as 
reparation  of  a  claim. 

3  Chairman.  Well,  you  said  the}^  had  their  books  audited,  I 
•stood. 

Adamson.  We  had  audited  the  claim;  the  district  comptroller 

0  different  occasions  had  made  an  audit  of  the  claims.  So  far 
3  public  accountant's  report  on  and  the  work  performed  and 
y  expended  is  concerned,  there  could  not  be  so  much  question 
.  that,  but  it  was  in  the  preparation  of  the  claim  that  we  took 
with  them. 

)  Chairman.  Oh,  yes.     You  do  not  recall  the  amount  of  money 

1  recommended  by  the  general  board  ? 

Adamson.  No;  it  is  a  matter  of  record;  I  could  get  it  for  you. 
»  Chairman.  J  wisii  yon  would  get  that  aUo. 
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Mr.  Adamsox.  Yes,  sir. 

The  Chairman.  How  about  thd  settlement  of  the  claim  for  ik 
Jancke  ?     Did  that  pass  in  the  regular  routine  of  the  claims  hod 

Mr.  Adamson.  It  passed  in  what  was  then  the  r^ular  routine. 

The  Chairman.  Is  it  the  routine  vou  have  outlined  ? 

Mr.  Ai>amson.  No,  sir;  this  was  in  July  of  last  year,  before  tkecl 
cancellation  claims  board. 

The  Chairman.  Was  that  contract  settled,  do  you  know? 

Mr.  Adamsox.  I  believe  so. 

Tho  Chairman.  Did  you  make  a  recommendation  in  that  case! 

Mr.  Adamson.  Well,  I  did  not  make  a  written  recommendatii 
I  made  certain  oral  recommendations  before  the  board.  Tliat  ch 
was  re])orted  upon  by  the  cancellations  section,  which  was  tha 
sort  of  a  reporting  agency  for  the  claims  board,  and  it  was  discus 
for  a  number  of  days  before  the  old  claims  board.  I  thought  i 
some  oi  the  allowances  for  amortization  were  somewhat  excessive 

The  Chairman.  How  much  did  that  involve  in  settlement? 

Mr.  Adamson.  In  gross  figures  it  involved  quit«  a  large  sm 
money.     I  do  not  like  to  talk  iigures  out'  of  my  recollection  or  m 

The  Chairman.  Well,  thousands,  or  hundreds  ot  thousands, 
millions '( 

Mr.  Adamsox.  Oli,  yes.  In  the  case  of  the  plant,  I  think  tl 
were  about  $600,000  involved  there. 

Tlie  ('h AIRMAN.  You  do  not  know  whether  that  has  been  tii- 
settled  or  not,  you  say? 

Mr.  Adamson.  There  has  been  some  final  settlement  of  the  cli 
but  there  may  bo  some  collateral  claims  that  are  still  up  there. 

The  Chairman.  How  can  a  claim  be  settled  and  still  a  lot  of  th 
pertaining  to  it  remahi  to  l)e  settled  ? 

Mr.  Adamson.  That  is  usuallv  true  of  lots  of  the  settlem 
that  are  made  subject  to  audit. 

The  Chairman.  Then  there  aren't  any  of  them  settled,  are  ther 

Mr.  Adamson.  Some  of  them  are  finally  and  definitely  settled. 
vii)  have  got  to  have  a  final  and  complete  audit  to  know  just  w 
we  stand.. 

The  Chairman.  Who  makes  those  audits? 

Mr.  Adamson.  Tiie  general  comptroller's  department  makes 
audit,  but  there  may  l)e  some  delay.     We  may  not  be  through 
the  iigures  we  use  there  finally,  so  we  make  it  subject  to  audit. 

The  Chairman.  When  did  this  go  on  in  the  Jancke  yards;  whei 
they  build  ships? 

Mr.  Adamson.  In  1017  and  1918. 

The  (^H AIRMAN.  And  that  is  when  most  of  this  work  was  goinf 

Mr.  Adamson.  Yes,  sir. 

Tlie  ChairxMan.  You  say  there  may  be  delayed  billings  on  mate 

Mr.  Adamson.  I  did  not  say  m  this  case. 

The  Chairman.  In  some  cases? 

Mr.  Adamson.  Yes,  sir. 

Tlie  (/H AIRMAN.  Shicc  1918  there  have  been  no  bills  for  materii 

Mr.  Adamson.  Oh,  yes;  they  are  coming  through  all  the  tinw 

The  Chairman.  Coining  through  now? 

Mr.  Ad.vmson.  Yes;  there  was  a  large  amount  of  billing  for  c 
ered  items. 

The  Chairman.  Billhigs  to  whom  ? 
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r.  Adamson.  To  the  contractor.     There  was  tremendous  con- 

m  all  the  time,  and  at  tunes  it  was  not  possible  to  keep  track  of 

atuff  from  the  home  office  and  bill  the  contractor. 

ae  Chairman.  Why  not  ? 

r.  Adamsox.  First,  we  would  bill  it  to  the  warehouse,  for  instance, 

then  it  would  go  to  the  contractor,  and  then  it  might  be  diverted 
nother  contractor  who  might  need  the  material  more.  It  is  hard 
eep  up  vnih  it.  The  rebilling  would  have  progressed  very  rapidly 
he  last  year,  and  I  think  it  is  fau*ly  well  cleaned  up.  I  have  not 
>wed  it  closely  in  the  last  two  months. 

he  Ch.atrmax.  You  mean  to  say  the  Shipping  Board  would  agree 
lend  or  furnish  material  to  a  shipyard  and  start  the  shipment 

it  might  go  to  a  warehouse  and  from  there  be  started  for  a  certain 
)yard,  and  on  the  way  to  that  shipyard,  at  some  junction  point, 
Isewhere,  it  would  be  held  up,  sent  to  some  other  shipyard? 
[r,  Adamson.  It  might  have  been  actually  taken  out  of  the  ship- 
d  after  its  arrival  there. 

'he  Chairman.  But  it  might  go  to  the  shipyard  and  be  taken  out? 
[r.  Adamson.  You  might  find,  for  uistance,  you  had  sent  certain 
ierials  to  the  Standard  Shipbuilding  Corporation,  and  identical 
l>erial  is  needed  in  the  Downev  vard,  and  Do^snev  needs  it  imme- 
i»lv,  and  the  Standard  not  for  two  months,  so  it  would  be  taken 

^  1. 1 ,  ■  I 

.he  Downey  yard. 

"he  Chairman.  And  that  happened  in  1918? 

Ir.  Adamson.  Practically  all  through  1918. 

Tie  CiLviRMAN.  And  you  have  just  caught  up  with  the  material? 

Ir.  Adamson.  It  was  billed  all  the  time,  but  the  final  work  of 

billing  has  not  yet  been  fully  completed. 

lie  Chairman.  When  will  it  be  completed,  if  they  keep  on  at 

rate  they  are  going  now  ? 
fr.  Adamson.  1  can  not  tell  you,  Mr.  Walsh.     You  will  have  to 

the  gentlemen  in  charge  of  the  accounting  for  that, 
'he  Chairman.  Have  you  any  original  invoices  to  go  by  nowl 
It.  Adamson.  Well,  we  have  original  invoices:  Yes.     You  see,  the 
berial— we  might  buy  material  from  a  certain  steel  company, 

that  material  would  be  sent  to  a  certain  contractor  to  be  fabri- 
^d,  made  into  a  part  which  would  go  to  stiU  another  manufac- 
jr  who  would  use  that  part  in  the  unit  which  would  ultimately 
:.o  the  shipbuilder. 

"he  Chairman.  Was  there  any  delay  in  the  manufacturers  oi 
•icated  concerns  getting  their  material  to  the  shipyard  for  the 
k  they  did  ? 

\t.   Adamson.  They   usually   were   paid    according   to   contract 
tions,  a  percentage  when  the  work  was  done, 
"he  Chairman.  They  were  not  paid  until  the  bill  was  presented? 
[r.    Adamson.  They   were   paid   when    the   stage   voucher  was 
rented. 

[r.  Chairman.  Was  there  any  delay  in  that  ? 
[r.  Adamson.  I  do  not  believe  there  was. 

•he  Chairman.  So  the  delay  has  been  in  the  Shipping  Board,  or 
3t  Corporation  accounting  division  here,  not  getting  these  bills 

and  catching  up  with  the  materials  that  have  been  sent? 
[r.  Adamson.  On,  yes.     We  accept  the  responsibility  for  that, 

have  very  good  explanations  for  it. 
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The  Chairman.  What  is  the  explanation  of  the  delay? 

Mr.  Adamsox.  These  things  I  have  tried  to  show  you. 

Tho  Chairman.  I  thought  you  meant  some  other  reason. 

Mr.  AoAMSo.v.  No,  sir. 

The  Chairman.  Have  you  sufficient  force  to  take  care  of  it? 

Mr.  Adamson.  We  have  not  had.  I  do  not  know  just  what 
force  is  now,  but  I  know  after  we  moved  from  Philadelphiu  to  Wi 
ington  the  force  was  almost  entirely  depleted;  that  is,  the  men 
the  rebilling  work. 

The  Chairman.  You  say  the  rebilling  work? 

Mr.  Adamson.  Yes:  the  billing  to  the  districts,  the  districts  thaj 
billing  it  to  the  contractors. 

The  Chairman.  So  the  program  here  is  to  bill  it  to  the  dislrid!! 
and  k»t  the  districts  bill  it  to  the  contractor? 

Mr.  Adamson.  Yes:  because  the  districts  have  had  the  relati«i 
with  th(^  contractors. 

Tlie  Chairman.  Mr.  Adamson,  isn't  there  any  record  anywhewte! 
show  how  much  material  went  into  a  certain  yard  ? 

Mr.  Adamson.  I  think  so. 

The  Chairman.  Then  what  difference  does  it  make,  in  setdiqi 
^^*ith  the  contractor  whether  that  material  started  from  the  mil* 
facturing  j)lant  for  Skowhegan  and  went  to  Jacksonville,  Fla.;il 
vou  have  the  record  to  show  that  that  material  went  into  the  Tiri 
at  Florida,  why  can't  you  settle  with  that  yard? 

Mr.  Adamson.  We  can.  As  I  endeavored  to  show,  we  have  not 
tlie  complete  record  to  show  what  wont  in  there,  and  the  pw 
charged  tor  it. 

Ttie  Chairman.  Why  haven't  you? 

Mr.  Adamson.  Because  of  the  difficulty  of  catching  up  with  this, 
and  the  amount  of  material. 

Tiie  Chairman.  You  had  inspectors  at  every  yard  ? 

Mr.  Adamson.  Yes 

Tiie  Chairman  (interposing).  And  they  checked  up  the  materiil 
that  came  in  there,  did  they  not? 

Mr.  Adamson.  I  don't  know  that  they  did  in  all  cases. 

The  Chairman.  Then  how  are  you  going  to  show  that  the  matenil 
wimt  then*  if  you  bill  it  to  them;  suppose  you  bill  a  lot  of  materiil 
to  a  contractor,  and  the  contractor  says  he  never  got  that,  howiw 
you  going  to  prove  that  he  did? 

Mr.  Adamson.  We  usually  have  documentary  proof  that  materiil 
was  received  in  their  yards. 

The  Chairman.  What  documentary  proof  is  it? 

Mr.  Adamson.  You  might  have  some  receipt  or  railroad  accep- 
tance, showing  that  it  was  delivered. 

The  Chairman.  At  the  yard? 

Mr.  Adamson.  Yes,  sir. 

Tlie  Chaii^man.  Do  the  railroads  deliver  right  at  the  yards? 

Mr.  Adamson.  Yes:  they  had  sidings  that  ran  right  into  the  yards. 

The  Chairman.  In  every  vard? 

Mr.  Adamson.  No. 

The  Chairman.  Now,  take  the  case  where  they  did  not;  what  I 
am  endeavoring  to  ascertain,  Mr.  Adamson,  is  this:  If  there  was  not 
some  system  by  whicVv  U\q>  ¥W\,  Cc^Ti^Tation  knew  at  all  times  from 
'n^ni  in  the  yards  how  Tvwie\\  \iv^\.ctYB\  ^^&  ^^tsas^si, '^^sc^^  ^aod  hoW 
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:^h  material  was  going  out,  if  any,  was  it  not  the  duty  of  those 

>ectors  in  the  yard  to  keep  track  of  the  material  ? 

It.  Adamson.  I  don't  know  that  the  inspectors  were  on  duty  in 

yards. 
'he  Chairman.  Well,  other  officials — in  a  great  many  yards  it 
fc — ^\^*e  have  had  testimony  that  it  was  the  outy  of  the  inspectors 
[iheck  up  the  material  as  it  came  into  the  gates  of  that  yard;  to 
ok  it  up  and  see  that  it  compared.     Now,  do  I  understand  you 
day  that  at  different  times  the  delivery  of  material  at  the  vards 
de  also  a  difference  in  the  cost  of  material;  that  is,  material  sent 
a  week  to  a  certain  yard  might  be  billed  at  a  less  price  than 
tierial  sent  a  month  later,  because  of  the  advance  in  cost  ? 
h4r.  Adamson.  Yes,  sir. 

The  Chairman.  So  that  if,  in  case  material  was  started  for  Cleve- 
.d,  Ohio,  and  diverted  and  sent  to  Jacksonville,  Fla.,  it  would 
Jke  a  difference  in  the  billing  of  it  to  know  just  when  that  material 
s  purchased  by  the  board,  in  order  to  know  how  much  should 

charged  against  the  Jacksonville  yard;  is  that  it? 
Mr.  Adamson.  Yes,   sir.     Of  course,   on   the  major  part  of   the 
iterials  there  was  a  protected  price.     Take  the  steel,  for  instance. 
e  agreed   to  furnish  material  at  protected   prices,  but  in  many 
ses  we  were  asked  to  furnish  materials  not  at  protected  prices, 
d  we  liad  to  (:harg:e  them  what  we  paid  for  it. 
Tlie  Chairman.  How    about    the   Morey    &    Thomas    claim;  did 
ftt  go  through  the  regular  routine  which  you  have  outlined? 
Mr.  Adamson.  I  believe  not. 
The  Chairman.  Who  settled  that,  if  you  know. 
Mr.  Adamson.  .  Well,  that  is  not  settled,  in  one  sense.     We  claim 
at  Morey  &  Thomas  owe  us  about  8310,000. 

The  Chaikman.  How  did  they  come  to  owe  you  that;  over  pay- 
nts,  or  overadvances - 
Mr.  Adamson.  Overpayments. 
The  Chairman.  How  was  the  overpayment  made? 
Mr.  Adamson.  Well,  at  the  time,      sort  of  settlement  was  made 

;h  Morev  &  Thomas,  I  think  in  July  of  liist  vear 

Phe  Chairman  (^interposing).  By  whom? 

Jr.  Adamson.  I  do  not  know  just  exactly  who  made  that  ao^ree- 
nt.  We  paid  them  a  certain  amount  of  money,  and  then  later 
the  (listn:  t  comptroller  was  ordered  to  make  other  payments; 
was  ordered  by  the  chairman  of  the  board  of  trustees  to  make 
er  payments,  which,  altogether,  amounted,  with  the  payments 
(le  in  Philadelphia,  to  about  S:n(),000. 

Tie  Chairman.  Havc^vou  made  any  recommendation  in  that  case  ? 
tr.  Adamson.  I  n^commeuded  that  we  recover  the  money,  the 
Dunt  overpaid. 

'he  Chairman.  Have  they  recovered  any  portion  of  it  ? 
Ir.  Adamson.  Not  vet. 
'be  Chairman.  The  matter  is  still  pending? 

Ir.  Adamson.  I  believe  the  legal  division  is  attempting  to  re- 
er  at  the  present  time. 

'he  Chairman.  So,  as  the  matter  now  stands,  while  there  may 
m  overpayment,  there  may  be  a  recovery. 
Ir.  Adamson.  Yes,  sir. 
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Tho  Chairmax.  And  as  the  case  now  stands  it  can  not  he  wi 
that  the  GoNorninont  has  lost  anything? 

Mr.  Apamson.  Xo,  sir;  it  can  not  be  said  that  we  have  lost  m 
thinir. 

Tho  Cjiairman.  Did  tho  Mobile  shipbuilding  claims  go  throd 
tho  rogiiiar  ])rov  eciure  i 

^Ir.  Adamson.  Yes,  sir. 

The  Chairman,  lias  final  agreement  for  settlement  been  m«li 
in  that  ease  ? 

Mr.  Apamson.  No,  sir. 

The  (^iiAiKMAN.  Have  j^ou  made  any  recommendations  in  tliatc» 

Mr.  Adamson.  Yes,  sir. 

The  C^iiAiRMAN.  The  recommendation  is  pending? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  recommendation  may  be  followed,  for  i 
you  know  ( 

Mr.  Adamson.  It  may  be. 

Tile  Chairman.  Now,  have  you  come  across  claims  in  which  pa 
meiits  have  been  made  for  prospective  profits  on  contracts  for  sbi| 
which  were  later  canceled  i 

Mr.  Adamson.  I  can  not  recall  any  such  settlements.  Thepoli 
of  the  board  is  not  to  allow  anything  for  anticipated  profits,  but  on 
to  allow  a  profit  on  the  work  actually  done  up  to  the  time  of  cancell 
tion,  that  is,  profit  for  work  done,  not  profit  anticipated  or  pn 
pective. 

The  Chairman.  So  that  no  profits,  so  far  as  you  know,  haveeT 
been  allowed  upon  ships  where  construction  work  upon  the  ships  h 
never  been  begun  ? 

Mr.  Adamson.  A  profit  has  been  allowed  where  the  actual  co 
struction  work  had  not  been  begun,  but  the"  profit  was  made  up 
expenditures  or  work  other  than  erection.  For  instance,  the  assei 
bly  of  materials  in  a  yard — the  purchase  and  assembly  of  materia 

Tiie  Chairman.  Have  they  beert  allowed  a  profit  on  that^ 

Mr.  Adamson.  They  have  been  allowed  a  handling  charge.  Ai 
then  the  fabrication. 

The  C'hairman.  They  have  been  allowed  a  profit  on  that? 

Mr.  Adamson.  They  have  been  allowed  a  profit  on  the  fabricatio 

The  Chaihman.  Did  they  do  the  fabrication? 

Mr.  Adamson.   Yes;  wherever  it  was  done  by  the  shipbuilder. 

The  Chaihman.  Is  the  same  profit  allowed  there  as  where  t 
fabricated  iniilerial  actually  went  into  the  construction  of  ships: 
i\w  same  basis  of  profit  permitted;  where  the  ship  was  canceled, a 
no  construction  work  actuallv  begun,  would  they  be  allowed  t 
same  prolit  on  that  material  if  it  actually  went  into  the  ship? 

Mr.  Adamson.  That  is  what  the  board  tries  to  do,  but.  of  cour 
they  can  not  alwavs  determine  just  what  the  profit  would  be  on  th( 
materials  if  it  luuf  gone  into  the  completed  ship,  so  they  tr}*  tolii 
the  prolit  to  tlie  maximum  of  10  per  cent. 

Tiie  Chaikman.  The  settlement  with  the  Duthie  Co.^  did  that 
through  tile  regular  procedure  before  your  board  wliich  you  hi 
outlined  here  ( 

Mr.  Adamson.  The  Duthie  Co.  has  had  one  so-called  settlemc 
or  contract,  which  was  made  in  April,  of  1919.  That  contract  rel* 
only  to  the  reqmsiUon  ^\i\\>^.    l!!\\eT>\x\)cA^C<^  V^^  c'wvAtwits  for  si 
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vhich  it  has  made  claims,  but  the  contracts  have  not  yet  been 
Led. 

be  Chairman.  Did  any  of  the  claims  of  the  Uuthie  Co.  come 
>re  you  and  the  board  in  the  regular  procedure  which  you  have 
ined  here  ^ 

Cr.  Adamson.  Certain  claims  on  the  contract  ships  came  before 
and  the  board  in  the  last  month. 
'he  Chairman.  They  have  not  been  settled  ? 

Ir.  Adamson.  They  have  not  been  settled,  because  1  recommended 
RCtion  be  taken  on  them. 
The  Chairman.  They  are  still  pending? 

dr.  Adamson.  We  are  tryin*;  to  ascertain  the  value  of  the  plant 
terial,  and  have  appraisement  made. 
iTie  Chairman.  Who  constitutes  the  claims  board  now? 
At.  Adamson.  Mr.  Talbert,  chairman;  Mr.  Skinner,  Mr.  Wright, 
i  Mr.  Tirrell,  and  on  matters  affecting  w^e  increases,  Mr.  Delancy. 
rho  Chairman.  Is  there  a  separate  board  known  as  the  construc- 
n  claims  board,  and  another  board  known  as  the  cancellations 
ims  board  ? 
Mr.  Adamson.  No,  sir. 

rhe  Chairman.  They  are  all  in  one  board  now? 
Mr.  Adamson.  The  construction  claims  board  now  is  the  only 
ard  which  passes  on  the  claims  growing  out  of  cancellation  or  con- 
viction work. 

The  Chairman.  That  is  the  only  board? 
Mr.  Adamson.  Yi»s,  sir. 

The  (/HAiRMAN.  How  long  has  this  board  been  in  existence;  ^  sin- 
) board,  I  mean;  how  long  has  it  been  functioning? 
Mr.  Adamson.  I  can  Tiot  recall  the  exact  date  when  it  was  changed 
m  the  general  claims  and  contracts  board,  but  it  has  been  organ- 
d  nearly  as  it  is  to-day  since  last  February. 

The  Chairman.  Did  you  have  anything  to  do  with  the  settlement 
requisitioned  ships? 

rlr.  xVdamson.  ?so,  Mr.  Chairman,  at  the  present  time — you  mean 
t  compensation  on  recjuisitioned  ships  ? 
Che  OiAiRMAN.  Yes. 

4r.  Adamson.  The  settlement  or  just  comoensation — the  only 
npensation  on  account  of  ships  requisitioned  on  the  ways  have 
?ady  been  passed  upon  by  the  board  which  was  in  existence  a  few 
nths  ago,  but  whose  1  unctions  are  now  merged  with  the  construc- 
ti  claims  board.  There  were  claims  amounting  to  about  $5.*^,000,000 
which  awards  were  made,  1  should  say,  to  $13,000,000.  Those 
ards  have  not  been  accepted,  and  there  is  nothing  being  done  with 
5  claims  as  they  stand  now.  They  are  not  ])eing  pushed,  appar- 
tl}',  and  whilo  I  believe,  so  far  as  they  are  before  anybody  at  all, 
5v  are  before  the  construction  claims  board,  there  is  no  action  on 
?m.  We  take  the  position  that  the  awards  have  been  made. 
The  Chairman.  Now,  in  the  case  of  claims  which  come  before  vou 
d  the  claims  board,  and  transmitted  to  the  trustees  of  the  Sliip- 
ag  Board  and  are  later  settled  on  a  basis  other  than  that  which 
u  or  the  board  recommend,  the  claims  board,  or  the  amount  is 
commended  for  payment  other  than  you  suggest  or  recommend — 
her  vou  or  the  claims  board — do  you  later  ascertain,  or  are  you 
vjse^  as  to  what  this  additional  amount  is  inleiiAed  Vo  eoN^\\  ^\i»X» 
'JvoJved  in  the  settlement  ? 
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Mr.  Adamsox.  Well,  I  am  not  advised,  except  as  I  can  glean 

the  rosoluli<Mis  of  the  board.  1^ 

The  (''iiAiT?M.VN.  Well,  do  the  resolutions  of  tlie  hoai-d  sporiivTiii 
ous  elements '( 

Mr.  Adamson.  Xo. 

The  Chairman.  They  do  not  specify  the  various  elements  en 
into  the  settlement  t 
Mr.  Adamson.  No/ 
The  CiiAiRMAX.  Are  you  present,  or  any  representative  of  W 

department  present^ 

Mr.  Adamson  (interposing).  I  am  not  present:  no,  sir. 
The  Chairmax  (contiiming).  Wheit  the  re^solution  is  passed? 
Mr.  A  DAM  SOX.  No,  sir. 

The  (^lAiKMAN.  Is  anybody  from  your  board,  from  the  daim 
board  ? 

Mr.  Adamsox.  I  believp  the  chairman  of  the  claims  hoard  id! 
other  memhei^s  of  the  board  a})pear  before  the  Shipping  Board  isA 
explain  cases;  explain  their  recommendations. 

The  Chairman.  And  the  representatives  of  the  contractors  appear 
sometimes,  too? 

Mr.  Adamson.  I  do  not  believe  that  the  representative  of  the  cot 
tractor  is  ever  present  when  they  are  actually  taking  action  on  a  case: 
he  may  appear  and  make  an  argument  in  favor  of  his  claim. 

The  Chairmax.  But  the  action  upon  the  claim  by  the  Shipping 
Board,  or  tlie  board,  is  usually  in  executive  session? 
Mr.  Adamsox.  I  believe  so. 

The  Chaikmax.  But  the  result  is  the  passage  of  a  resolution  which 
is  spread  on  the  record  t 

Mr.  Adamson.  Yes,  sir.  • 

The  Chairmax.  You  stated  that  a  number  of  claims  are  settled 
and  |)ayments  are  made  subject  to  subscfjuent  audit? 
Mr.  Adamson.   Yes,  sir. 

The  (haikmax.   Is  it  the  policy  of  the  board,  or  the  corporation,  to 
have  au(hts  made  in  all  cases  where  settlements  have  been  effected? 
Mr.  Adamsox.  In  all  cases  where  it  is  necessarA'. 
The  C^HAiKMAx.  How  do  \ou  determine  whether  it  is  uecessan*! 
Mr.  Adamsox.   If  we  have  not  had  a  complete  audit  covering anr 
feature  of  the  settlement,  it  is  necessary  to  have  an  audit. 

TIh^  Chaikmax.  Well,  that  is  where  every  cent  has  not  been  pM 
is  it  not  '. 

Mr.  Adamsox.  There  might  be  an  aUowance  made  for  wages:  that 
would  he  subject  to  audit.  The  audit  would  be  to  deterniiue  the 
exact  amount  of  wages  paid,  supported  bv  the  time  cards,  andothff 
(lata:  pny  rolls  and  other  data.  We  might  not  have,  in  making  the 
settlement,  an  absolute  reliable  figure. 

The  ('haikmax.  When  these  agreements  of  settlement  are  allowed, 
how  long  a  lime  is  permitted  for  aiwlit  by  the  board  before  the  thing 
is  finally  closed  u|)  * 

Mr.  Adamsox.  There  is  no  time  specified. 

The  Chaiiimax.  Have  there  been  cases  where  you  have  made  an 
audit  ( 

iMr.  Adamson.  Oh,  \es. 

Th(»  Chaiuman.  VViwe  vWyv^  W^\\vi«L\r»vi's ^W^^i  Y^^  Have  found  that 
niom»A  is  due  ^  ^  .^  ^      v  \ 
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Tie  Chairman.  Yes. 
It.  Adamson.  Oh,  yes. 

Tie  Chairman.  That  you  paid  them  the  money  that  was  found 
i,  in  addition  to  what  was  agreed  upon  ? 

tx.  Adamson.  Oh,  you  mean  more  money  was  due  than  was 
►'wed  ? 

The  Chairman.  Yes. 

ilr.  Adamson.  Well,  I  did  not  quite  understand  the  question,  Mr. 
ftirman :  We  could  not  find  that  more  money  is  due  than  has  been 
^rded.  But  at  the  time  of  the  award,  let  us  assume  that  the  award 
^  $30,000  in  excess  of  the  amount  already  paid.  We  might  go  in 
1  find  that  while  the  total  award  would  not  be  increased,  the 
«>unt  of  the  payment  with  which  we  had  credited  ourselves  would 
Teduced  somewhat.  We  might  have  charged  the  contractor  with 
■tain  materials  which  we  had  taken  back,  and  we  might  find 
final  settlement  that  he  would  get  more  money  than  we  had 
aected  to  pay  him  in  the  net,  but  the  award,  of  course,  would  remain 
)  same. 

rhe  Chairman.  That  would  not  involve,  as  I  understand,  the 
bual  payment  to  the  contractor  of  any  more  money  than  he  really 
jeivea  ? 

Mr.  Adamson.  It  would  not  involve  payments  of  any  more  money 
an  the  amount  actually  awarded,  but  it  would  involve,  maybe,  the 

Kient  of  more  money  than  we  had  expected  would  have  to  be  paid, 
e  Chairman.  What  is  done  in  a  case  Uke  that;  anything? 
Mr.  Adamson.  We  make  the  audit  and  determine  just  exactly  what 
5  have  already  paid  him,  and  pay  him  the  difference,  if  any. 
The  Ch^mrman.  Have  there  been  cases  like  that? 
Mr.  Adamson.  Oh,  yes. 

The  Chairman.  Now,  what  do  you  do  when  you  find  on  an  audit 
at  you  have  paid  him  too  much  ? 
Mr.  Adamson.  We  try  to  recover. 

Fhe  Chairman.  Have  there  been  cases  where  you  have  recovered  ? 
^.  Adamson.  Well,  I  guess  we  have  had  a  great  many  cases.  I 
1  not,  of  course,  recall  that  upon  calling  to  the  attention  of  the 
itractor  that  we  had  overpaid,  he  would  reimburse  us;  there  are 
es,  such  as  the  Morey  &  Thomas,  that  we  hace  discussed,  where  we 
i^e  not  recovered  yet. 

Oie  Chairman.  Is  that  a  going  concern  yet? 

At.  Adamson.  I  do  not  know  whether  the  company  is  still  going. 
^r.  CoNNALLY.  Where  is  this  Morey  &  Thomas  located  ? 
idr.  -£\j)AMSON.  I  do  not  know  the  exact  location.     In  the  South.     I 
re  forgotten  the  exact  location. 

rhe  Chairman.  Is  that  the  Pensacola  firm,  in  Florida? 
At,  Adamson.  They  are  down  there  somewhere,  Mr.  Chairman. 
The  Chairman.  Have  you  got  anything  to  do  with  the  wooden 
ps  contracts? 

At.  Adamson.  Occasionally  we  have  claims  on  wood-ship  contracts. 
The  Chairman.  Occasionally? 
At.  Adamson.  Yes,  sir. 

The  Chairman.  Is  there  a  separate  board  for  that? 
At.  Adamson.  No:  they  are  all  handled  by  the  one  board. 
The  Chairman.  There  are  a  lot  of  contracts  for  those  to  settle? 
At.  Adamson.  Quite  a  ni  mber. 
^be  Chairman.   Why  have  they  not  been  selVXeA'l 
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Mr.  Adamsox.  In  some  cases  the  contractors  have  not  pressed  t 
chiims  and  in  other  cases  they  have  not  been  wilUng  to  accept 
awards  that  the  board  have  made.  Of  course,  you  know  that 
wooden  shipbuilders  have  felt  that  we  were  not  granting  suffir 
amortization  for  their  plants,  and  the  policy  of  the  board  of  trus 
has  been  not  to  assume  that  it  has  the  right  to  ^o  ahead  aiidgiv 
this  amortization,  but  to  have  Congress  grant  relief  legislation  of  ? 
kind. 

The  Chairman.  To  permit  the  contracts  to  be  settled  upt»i 
equitable  basis,  so  called? 

Mr.  Adamsox.  Yes,  sir. 

The  Chaikmax.  It  is  your  understanding  that  the  Shipping  R 
or  the  board  of  trustees,  have  settled  no  shipbuilding  contract<i 
an  e(|uitable  basis  ^ 

Mr.  Adamsox.  Well,  they  have  settled  certam  contracts  oir 
was  called  or  believed  to  be  an  equitable  basis. 

The  (  HAiRMAX.  And  they  have  settled  some  wooden-ship  cunt 
on  tlic  same  basis? 

Mr.  Adamsox.  I  believe  so. 

The  Chairman.  Then,  whv  did  thev  not  go  ahead  and  clean u 
rest  of  them  in  the  same  wav? 

Mr.  Adamsox.  Because  of  the  policy  laid  down  by  Judge  Pi 
and  which  has  l)een  adhered  since  he  laid  it  down. 

The  CiiAiRMAX.  Which  policy  is  that? 

Mr.  Adamsox.  That  we  not  assume  the  right  to  go  ahead  andj 
full  relief  and  bring  those  shipbuilders  out  whole,  as  you  say. 

Th(^  Chairmax.  Bring  them  out  whole ? 

Mr.  Adamsox.  Yes,  sir. 

The  Chairmax.  I  am  asking  about  the  settlement  of  those 
tracts  upon  the  so-called  equitable  basis;  is  that  what  you  ii 
stand  it  means,  to  bring  them  out  whole? 

Mr.  Adamsox.  From  the  contractors'  point  of  view,  there  coul 
be  any  (»f|uity  in  it.  unless  he  was  brought  out  whole,  or  harmle 

T\w  CiiAiHMAX.  You  are  taking  the  contractoi's'  view  of  it: 
asking  from  the  ]K)irt  of  view  of  the  Shipping  Board. 

Mr.  Adamsox.  Of  course,  we  consider  all  claims  that  we  settl 
settled  ef|uitably,  so  far  as  we  can  indulge  in  equities,  but  1  befa 
has  be(»n  recoj^^nized  that  in  some  of  these  wood-ship  cases  the 
tractors  liad  a  i^jood  reason  to  expect  several  turns  of  the  way? 
tlien^by  to  amortize  the  cost  of  their  plants.  Now,  it  is  not  ii 
view  of  e(|uit y  to  amortize  a  shipvard  on  one  turn  of  the  ways:  tl 
on  a  single  contract  v/hich  they  had.  Of  course,  1  had  nothing 
with  that.  That  is  a  matter  of  policy.  It  is  something  I  hav 
nothing  to  do  with  at  all. 

The  Chairman.  Have  there  been  any  cases  in  which  a  claii 
been  presented,  followed  the  usual  procedure  which  vou  out 
the  district  adjuster,  you,  or  the  construction  claims  board,  ( 
claims  ])oard,  wliich  takes  in  construction  and  cancellation  no 
to  the  Shipjung  ]>oar(l,  and  agreement  for  settlement  entere< 
and  {he  money  has  hoim  paid  and  under  the  terms  of  the  agre* 
and  audit  has  been  had  more  money  has  been  found  due  th< 
tractor,  and  that  additional  money  has  been  paid,  and  the  clai 
transaction  with  that  particular  contractor  has  been  iinall; 
definitely  concluded,  so  that  there  is  nothing  further  to  do  wit 
have  there  been  any  swc\\  Qtv§>e^  ««» tkcit^ 
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St.  Adam  SOX.  Why,  I  do  not  know  of  any  case  that  would  fit  that 
yctly. 

CTie  Chairman.  How  long,  in  your  judgment,  as  one  of  the  officials 
the  comptroller's  department,  is  it  going  to  take  to  wind  up  the 
ftiness  of  the  Fleet  Corporation  as  a  result  of  its  construction  pro- 
kin  under  the  war  emergency  ? 

iMlr.  Abamson.  I  should  say  it  would  take  at  least  a  year.     Of 
B.rse,  not  with  all  the  force  we  have  now. 
Hie  Chairman.  At  least  a  year  ? 
Mr.  Adamson.  Yes,  sir. 

Ihe  Chairman.  How  much  farther  along  towards  winding  this 
einess  up  will  you  he  in  January-,  1922,  than  you  are  to-day? 
Mr.  Adamson.  Well,  I  think  in  JanuaTy,  1922,  that  all  of  the  claims 
II  have  heen  settled,  except  those  which  have  heen  forced  into  the 
►"urt  of  Claims.  We  will  have  all  of  that  out  of  the  way.  We  will 
•"ve  the  constructoin  out  of  the  way. 

The  CuAmMAN.  Well,  there  are  a  lot  of  claims  that  have  not  come 
at  all  yet. 

Mr.  Adamson.  That  is  tlHie. 

The  Chairman.  How  are  you  going  to  compel  them  to  come  in  f 
Mr.  Adamson.  If  the  contractors  refuse  to  put  in  claims  we  can 
■nply  notify  them  that  there  will  he  no  consideration  of  claims.     Of 
»Tirse  I  think  that  it  will  not  be  long  before  we  will  have  in  all  the 
aims.     One  of  the  big  claims  delayed  is  the  Skinner  &  Eddy  claim, 
iat  is  on  the  way  now  from  the  West. 
The  Chairman.  What  was  the  delay  there? 
Mr.  Adamson.  The  contractor  did  riot  care  to  put  in  his  claim. 
The  Chairman.  Why  not  ? 
Mr.  Adamson.  I  can  not  tell  you,  Mr.  Chairman. 
The  Chairman.  Is  the  building  program  completed  ? 
Mr.  Ada^ison.  It  is  not  entirely  completed. 

The  Chairman.  They  built  more  ships  than  any  other  concern  out 
ere,  did  they  ? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  you  sav  vou  have  received  no  communication 
>m  them,  no  indication  of  what  the  claim  is  ? 

Ikir.  Adamson.  Their  claim  has  been  filed  and  is  in  mails  now. 
understood  it  had  been  filed,  and  I  wired  out  the  other  day  and 
und  it  was  in  the  mail.  The  amount  of  the  claim  was  S24,247,000. 
The  Chairman.  Was  not  the  claim  of  the  Skinner  &  Ed(ly  Co.  filed 
ith  some  official  of  the  Fleet  Corporation  in  April  or  M^v  of  last 
!jar? 

Mr.   Adamson.   I   think  they  have  submitted  in   some  informal 
anner  partial  claims  in  order  to  get  advancements  of  money. 
The  Chairman.  Do  vou  know  how  much  thev  were — those  claims 
ibmitted  ? 

Mr.  Adamson.  No,  sir:  they  have  come  before  me  on  onlv  a  few 
;casions.  The  last  time  was  a  claim  for  advancement  for,  I  think, 
100,000. 

The  Chairman.  Can  you  tell  how  much  has  been  paid  the  Skinner 
Eddv  Corporation  for   the  delivery  of  ships  ahead    of   contract 
ne — bonuses  for  early  delivery  ? 
Mr.  Adamson.  I  would  have  to  look  to  the  records  for  that. 
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Tho  Chairman.  You  can  ascertain  that  without  very  much  ti 

Mr.  Adamsox.  Yes,  sir.     You  mean,  the  bonus  for  early  delin 

The  Chairman.  Or  any  other  bonus  permitted  under  tHe  comi 

Mr.  Adamson.  Yes,  sir. 

The  (^HAiRMAN.  Have  their  books  been  audited  ? 

Mr.  Adamson.  No,  sir. 

Tho  (^iiAiRMAN.  Have  you  settled  with  the  Union  Iron  Worbi 

Mr.  Adamson.  Not  finally. 

The  Chairman.  'Have  they  submitted  their  claim  ? 

Mr.  Adamson.  I  think  so. 

The  Chairman.  Do  you  know  how  much  that  involves? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  Have  you  settled  with  the  Moore  Bros.? 

Mr.  Adamson.  Not  finallv.  I  believe  there  are  some  claims  stij 
pending. 

Tho  Chairman.  Have  you  settled  with  the  Western  Pipe  &Steelfj 

Mr.  Adamson.  No,  sir;  not  finally. 

The  Chairman.  Has  the  claim  been  submitted? 

Mr.  Adamson.  I  do  not  believe  that  the  final  claim  has  beensak-l 
mitted.     1  am  not  sure  of  that. 

The  Chairman.  Have  you  settled  with  the  Pacific  Northwest  Oo.t 

Mr.  Adamson.  I  do  not  recall. 

The  Chairman.  Have  you  settled  with  tho  Pacific  Coast  Shq^ 
buildiii":  ('<>•  • 

Mr.  Adamson.  Their  claim,  as  I  understand  it,  has  not  been  sub- 
mit ted  formally.  I  believe  that  some  representatives  of  the  Padfc 
Coast  concern  was  in  the  claims  board  omco  the  other  day  and  dis- 
cussed the  matter  with  the  secretary  of  the  board,  Mr.  Snowden.  I 
ask(Hl  Mr.  Snowde^Ti  afterwards  whether  the  claim  had  been  formaDy 
filed  and  he  said  no. 

The  Chairman.  Well,  you  have  not  settled  with  them? 

Mr.  Adamson.  No;  we  have  not  received  it. 

Y\\o  Chairman.  Have  you  settled  with  Nilson  &  Kelez^ 

Mr.  Adamson.  No,  sir. 

Tlie  Chairman.  Have  you  settled  with  the  Los  Angeles  plantdofn 
then»  f 

Mr.  Adamson.  The  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.! 

The  Chairman.  Yes. 

Mr.  Adamson.  There  has  not  been  a  final  settlement  on  that, Mr. 
Chainnnn.  It  is  now  before  the  general  counsel  in  connection  with 
the  interpretation  of  a  ccTtain  phase  of  the  contract,  which  was  made 
last  year  made  in  HUH,  laying  down  a  basis,  or  laving  down  the 
basis  for  a  settlement.  You  see,  we  had  a  contract  wliich  laid  down 
the  basis  for  a  setth'm(»nt,  and  under  that  contract  the  Los  Angeles 
company  presented  chiiins.  They  have  gone  through  the  regularpro- 
('(uhn-e,  and  the  award  has  been  recommended  by  the  claims  botfd- 

Tile  Chairman.  Have  you  settled  with  the  Meacham  &  Babcock! 

^^r.  Adamson.  No,  sir. 

The  Chairman'.  Have  you  settled  with  the  Sloan  Shipyard? 

Mr.  Adamson.  The  Sloan  Ship3^ard  case  is  in  the  courts. 

The  Chairman.  What  courts 

Mr.  Adamson.  I  hc^lieve  it  is  in  the  District  Court. 

Tlie  Chairman.  Out  there  ^ 
Mr.  Adamson.  Out  there. 
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iiRMAN.  Have  vou  settled  with  the  Seattle  North  Pacific  ? 

lMson.  I  do  not  believe  we  ever  did. 

iiRMAN.  How  is  that  ? 

.MSON.  I  do  not  recall  any  final  settlement  with  the  Seattle 

ifio. 

viRMAN.  Have  you  settled  with  the  Bethlehem  Shipbuild- 

lMsox.  There  has  been  no  final  settlement.     I  believe  the 

xd  has  practically  made  its  awards  of  settlement  of  various 

he  Bethlehem  Co.  at  several  vards. 

URM AX.  Have  you  settled  with  the  Hog  Island  contractor  ? 

iMSON.  Yes,  sir. 

viRMAN.  That  has  been  settled? 

lMson.  Yes,  sir. 

ET.E.  That  is  the  New  York  vShipbuildins:  Co.  ? 

.MSON.  No:  the  American  International. 

aRMAN.  Have  you  settled  with  the  New  York  Shipbuilding 

.MSON.  No  final  settlement. 
aRMAX.  Or  the  Sun  Shipbuilding  Co.  ? 
.Msox.  No;  there  are  still  some  claims  to  come  up  there. 
iiRMAN.  Or  the  submarine  boat? 

Msox.  I  guess  you  might  say  we  have  settled  with  the 
bo*  t. 

auMAX.  With  the  Moi^se-^  roton  Iron  Works? 
Msox.  So  far  as  the  claims  board  is  concerned  we  ha^.x 
^he  claims  board  has  made  an  award. 
iiRMAX.  Well,  has  the  Shipping?  Board  settled  with  them  ' 
MSOX.  I  can  not  tell  you  whether  the  Shipping  Board  has 
the  award.     I  believe  it  was  approved. 
lIrman.  How  much  did  you  award  them  on  the  claims 

MSOX.  They  claimed  some  $109,000  due  on  the  contract, 

?call,  the  award  of  the  claims  board  was  to  the  effect  that 

1  owed  us  S285,000. 

lIrmax.  How  about  the  Virginia  Shipbuilding? 

MSOX.  I  do  not  know  just  what  our  situation  is  with  the 

lip. 

lIrmax.  That  is  no  nearer  to  a  settlement  than  when  you 

^fore  the  committee  some  months  ago? 

MSOX.  1  do  not  believe  it  is. 

JRMAX.  There  is  a  shipvard  in  New  Hampshire;   what  is 

of  that;    have  you  settled  with  that  yard;   The  Atlantic 

n? 

MSOX.  We  had  a  contract  which  was  generally  regarded 

act  settlement,  made  in  November,  1919.     The  Atlantic 

n,  through  one  of  its  representatives,  has  indicated  that 

certain  claims  to  present,  and  it  endeavored  to  have 
ns  considered  by  tne  board  of  trustees,  and  Admiral 
believe,  informed  them  that  they  would  have  to  present 

in  the  regular  manner  and  ha^ve  it  go  through  the  claims 
e  have  never  seen  it  yet. 

IRMAX.  Then  it  is  your  judgment,  Mr.  Adamson,  that 
I  able  to  catch  up  with  the  rebilling,  with  what  auditing  is 
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required,  so  that  in  January,  1922,  there  will  be  no  further  di 
outstanding  against  the  Fleet  Corporation  and  the  Shipping  Ba 
and  that  all  the  money  due  to  contractors  will  have  been  agreed ii| 
and  paid  or  agreed  to  be  accepted  by  the  contractors? 

Mr.  Adamson.  Well,  I  can  not  make  any  promises  about 
rebilling,  of  course.  I  have  not  charge  of  that.  I  do  not  know 
exact  status  at  this  time. 

The  Chairman.  How  are  you  going  to  wind  it  up  until  you 
that  fixed  ? 

Mr.  Adamson.  I  would  say  that  by  January,  1922,  the  rebSI 
should  have  been  completed,  and  that  by  January,  1922,  theck 
should  have  been  acted  upon,  and  while  1  do  not  think  that  the?^ 
all  be  acceptable  to  the  contractor,  I  think  they  will  all  be  accep 
or  thrown  into  the  Court  of  Claims. 

The  Chairman.  Now,  did  I  understand  you  that  you  are  i 
taking  into  consideration  this  audit  that  the*  Shipping  "Board  insi 
upon  in  all  these  settlements  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  That  they  will  have  to  audit  the  books? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  You  think,  if  you  do  not  agree  with  the  Skini 
&  Eddy  Corporation,  do  you  think  you  can  audit  their  books  betwe 
now  and  the  1st  of  January,  1922? 

Mr.  Adamson.  Oh,  I  think  the  books  could  be  easily  audited 
that  time. 

The  Chairman.  You  have  never  seen  their  books,  have  youl 

Mr.  Adamson.  No,  sir. 

The  Chairman.  You  do  not  know  what  system  they  have! 

Mr.  Adamson.  Xo,  sir. 

The  CuAiiiMAN.  Thoy  had  a  clause  in  the  contract  whicb  didi 
permit  the  corporation  to  audit,  except  on  permission  from  the  ho 
oliice  ( 

Mr.  Adamson.  Yos,  sir. 

The  (  hairman.  And  that  permission  was  not  granted^ 

Mr.  Adamson.  It  was  granted. 

The  Chairman.  And  revoked  a  day  or  two  later  ^ 

Mr.  Adamson.  Yes,  sir. 

The  (h.mhmax.  Do  you  know  who  revoked  it? 

Mr.  Adamson.  Mr.  BeT)der.  Mr.  Strong  actually  signed  the! 
gram,  but  it  was  at  the  direction  of  Mr.  Bender,  who  was  thenco 
troJlcr. 

The  Chaip.man.  Do  you  know  how  many  ships  they  construe 

Mr.  Adamson.  Skinner  vfe  Eddy^ 

The  Chairman.  Yes. 

Mr.  Adamson.   I  l\ave  vaj'uelv  in  mind  112;  that  mav  be  wror 

Tlie  Chairman.  It  was  over  100^ 

Mr.  Adamson.  Yes,  sir. 

The  Cjtairman.  Do  you  kuow  whether  or  not  the  settlement 
th(m  involves  the  appraisal  and  inventory  on  a  lot  of  mateii 
their  territory  ( 

Mr.  Adamson.  The  settlement  with  Skinner  &  Eddy  involve: 
t»in  material  which  we  took  over  from  the  Seattle  Dry  Dock  & 
struction  Co.,  but  that  has  a  certain  and  definite  valuation  j 
on  it,  $623,000.     But  in  addition  to  that,  it  \iill  involve  the  va 
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iin  equipment  and  machinery  taken  from  the  yards,  from  the 
Seattle  yard,  and  sold  by  Skinner  &  Eddy.  The  exact  details 
•reming  that  equipment  and  machinery  I  have  not  yet  obtained, 
iderstand  they  have  removed  about  a  half  million  dollars  worth 
Qe  property  and  sold  it. 
he  Chairman.  A  half  million  ^ 
Tr.  Adamson.  Yes,  sir. 

lie  Chairman.  What  do  you  base  that  estimate  on? 
It,  Adamson.  That  is  on  the  statement  from  Mr.  Taylor,  of  the 
eral  comptroller's  office,  who  has  to  do  with  the  supply  and  sales 
•k. 

*lie  Chairman.  That  is  not  the  result  of  any  inventory  he  has 
ie  of  the  profit  ? 

It.  Adamson.  Oh,  no;  it  is  in  connection  with  the  preliminary  pro- 
lire  to  make  a  recovery;  he  came  to  me  about  the  matter, 
'he  Chairman.  How  are  the  R.  T.  preen  Co.,  Chelsea,  Mass.;  have 
settled%v:ith  them? 
r.  Adamson.  I  don't  know. 

:ie  (^iairman.  And  the  Crowninshield,  South  Somerset,  Mass.? 
r.  Adamson.  There  was  a  settlement. 
:ie  Chairman.  Clear  and  free? 
r.  Adamson.  I  hope  so. 

:xe  Chairman.  How  many  ships  did  that  conceni^build  ? 
r.  Adamson.  I  can  not  recall, 
tie  Chairman.  Did  they  furnish  a  completed  ship  ? 
r.  Adamson.  I  am  not  certain  on  that  point.     1  never  had  any- 
g  to  do  with  the  Crowninshield  settlement  or  with  the  contract. 

he  Chairman.  Do  you  know  how  many  of  the  R.  T.  Green 

>r.  Adamson  (interposing).  No,  sir. 

he  Chairman.  The  Bethlehem  Corporation,  which  has  yards  at 
ous  points,  you  say  no  settlement  has  been  made  ? 
[r.  Adamson.  The  settlements  have  not  been  completed, 
he  Chairman.  How  about  the  yards  at  Quincy,  Mass.    . 
[r.  Steele.  Fore  River. 

he  Chairman.  It  is  known  as  the  Fore  River  Yard. 
[r.  Adamson.  I  do  not  know  of  anvthing  except  wage  adjustments, 
he  Chairman.  Mr.  Adamson,  wilf  not  tiie  settlement  wnth  Skinner 
Cddy  involve  the  question  of  wage  payments  in  excess  of  the 
;ey  award  ? 

[r.  Adamson.  Yes,  sir. 

he  Chaikman.  Were  there  many  jards  which  paid  in  excess  of 
Macey  award  ? 

[r.  Adamson.  I  understand  that  on  the  Pacific  coast  there  were 
Le  a  few  that  paid  in  excess  of  the  Macey  award, 
he  Chairman.  Was  tliat  permitted  under  the  contract? 
[r.  Adamson.  It  was  permitted  at  the  cost  of  the  contractor, 
he  Chairman.  At  the  cost  of  the  contractor? 
[r.  Adamson.  Yes.     The  question  arose  verv  definitely  early  in 
J,  as  I  recall  it,  in  connectoin  with  certain  increases  made*  by 
iner  &  Eddy.     At  the  time  the  G.  M.  Standifer  Construction  Cor- 
ition  tried  to  get  authorization  to  pay  tliis  increased  rate.     Mr. 
erson  then  ruled  that  we  were  not  responsible  for  any  fixed  in 
5SS  of  the  rate  to  a  governmental  agency.     Of  course,  the  con- 
tors  had  perfect  liberty  to  pay  as  much  money  as  they  pleased 
of  their  own  pockets. 
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The  Chairman.  Now,  there  are  a  number  of  settlements  pei 
with  engine  concerns,  are  there  not  ? 

Mr.  Adamson.  Yes;  there  are  a  number  of  settlements 
with  vendors  of  small  supplies  and  materials. 

The  Chairman.  Well,  for  engines? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  pumps  and  boilers? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  They  have  not  been  settled  ? 

Mr.  Adamson.  Most  of  them  have. 

The  (Chairman.  Have  they  ? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  How  about  the  steel  market;  fabricated  matei 
slate  steel '(f 

Mr.  Adamson.  That  was  usually  paid  for  currently. 

The  Chairman.  There  are  no  claims  outstanding  for  that? 

Mr.  Adamson.  I  don't  know  of  any. 

The  Chairman.  Have  you  a  system  of  bookkeeping  do^ii  there 
that  you  can  go  to  a  certain  book  and  tell  from  that  book  hownw 
tlie  liability  was  at  the  date  of  awarding  the  contracts  against  die 
Shipphig  l5oard  in  any  particular  case;  how  much  has  been  paid, 
and  wliether  the  account  is  closed? 

Mr.  Adamson.  Yes;  we  have  all  payments  charged  to  tk 
contractor. 

Tlie  Chairman.  Well,  have  you  got  a  book  do\^Ti  there  so  you  can 
see  tiie  Bethlehem  Shipbuildhig  Corporation  contract  number  so  ind 
so,  lia1)ilitios  so  much,  payments  so  much,  and  balance  so  much; 
liave  you  grot  anv  such  system  as  that,  or  do  vou  have  to  refer  to 
records  from  the  district? 

Mr.  Adamson.  Well,  the  detailed  records  are  kept  in  the  district: 
the  district  comptrollers  keep  the  accounts  with  all  contractors. 
Those  accounts  are  kei)t  luider  the  contract  number,  and  there  are 
subaccounts,  where  we  actually  make  those  hulls;  hull  construction. 

riu*  Chairman.  Xow,  have  you  made  any  criticisms  of  settlements 
which  have  l)ccn  made  contrary  to  the  recommendation  of  your 
(l(M)artmcnt,  or  the  board,  to  any  ofRcers  of  the  Shipping  Boardj 

Mr.  Adamsox.  W(*11,  I  shouhl  like  to  say  I  haA^e  made  criticLsm. 
I  have  raised  ctTtain  (piestions.  Of  course,  I  do  not  feel  that  it 
wouhl  ])e  pn)])cr  for  me  to  criticise  the  board  of  trustees,  and  I  cm 
not  (>xpcct  tlic  board  of  trustees  to  accept  my  recommendations 
always.  I  ])ass  on  th(»s(^  claims  matters  on  the  records  and  a<'COunt- 
hig  ])()iut  of  view,  r  want  to  be  fair  to  the  contractor,  but  I  do  not 
(^]itcr  into  the  field  of  discresion.  The  claims  board  can  go  further 
tliaii  w(»  an*  entitled  to  ^o. 

The  CiiAiuMAX.  Your  recommendations  are  made  upon  the  docu- 
nietitarv  evidence*  ? 

Mr.  Adamson.  Y(^s;  and  I  do  not  report  always  with  the  point  of 
view  of  havinjz:  my  recommendations  acceptable  to  the  contractor. 
Of  course,  we  can  not  have  any  settlement  unless  the  settlements 
are  ac(M*])ta])le  to  the  coutrartor,  and  I  do  not  feel  that  I  can,  or  should, 
criticise*  where  the  claijns  board  does  not  follow  mv  reconmiendations. 
I  sliould  like  to  say  li(*r(*,  tiiough.  that  the  claims  board  strives  vert 
earnestly  at  all  tinn^s  to  see  that  it  gives  full  consideration  to  every 
criticism  or  comment   made  by  the  general  comptroller's  depart- 
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it.  We  have  had  the  fullest  consideration  by  the  present  claims 
rd  and  have  worked  most  harmoniously  with  them. 
lie  Chairman:  Then,  if  I  Understand  you,  Mr.  Adamson,  your 
aideration  of  these  claims  is  based  upon  the  claims  submitted  hi 
;ing,  and  documentary  evidence  whicli  is  submitted  hi  support  of 
aid  the  records  of  the  Shipphig  Board,  and  you  view  it  irrespective 
rhat  the  policy  of  the  board  may  be  in  permitting  other  allowances 
equiring  other  deductions  from  the  amount  hivolved  ? 
Ir.  Adamsox.  Tliat  is  a  correct  statement.  My  recommendations 
always  based  on  the  merits  of  the  thmg  under  consideration, 
aout  gohig  into  any  khidred  subjects.  For  instance,  my  recom- 
idations  might  be  regarded  by  the  claims  board  as  being  entirely 
per,  standing  alone,  but  when  it  comes  to  the  claims  board  there 
Y  enter  some  other  consideration,  such  as  keeping  an  American 
pyard  in  operation,  for  the  desirability  of  disposing  of  certain 
ps.  We  will  take  the  Terry  case  as  an  example.  There  were  two 
isiderations  which  ordmarily  do  not  appear  in  my  reports.  There 
B  a  desire  to  keep  an  American  shipyard  going,  and  also  a  desire 
dispose  of  certain  ships  by  sale. 

riie  Chairman.  That  was  taken  into  consi(h»ration  by  the  board? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  The  claims  board,  and  presumably  by  the  Ship- 
^s  Board,  or  trustees? 

Sir.  Adamson.  That  settlement  was  made  by  Judge  Payne;  that 
e  not  negotiated  by  the  claims  board. 

(And  thereupon,  at  1 :25  o'cloc^k,  the  committee  took  a  recess  until 
5  o'clock,  p.  m.) 

AFTER    RF.CESS. 

!Tie  committee  reconvened  at  2.15  o'clock  p.  m.,  pursuant  to  recess, 
.^he  Chairman.  Mr.  Steele,  I  believe  you  have  some  questions 
isk. 

TESTIMONY  OF  MR.  TIIDEIT  ADAMSON— Besumed. 

ir.  Steele.  Mr.  Adamson,  I  understood  you  to  say  this  morning 
I   had    considerable   experience   as   an   accountant   and   auditor 
viously  in  your  connection  with  the  Shipping  Board  ? 
^Ir.  Adamson.  Yes,  sir. 

At,  Steele.  Was  that  in  connection  with  the  city  of  New  York 
remment  ? 

^Ir.  Adamson.  Yes,  sir;  for  about  eight  or  nine  years. 
^Ir.  Steele.  And   vou  went  with  the  Shipping  Board  in  April, 
9? 

At,  Adamson.  Yes,  sir. 

At,  Steele.  In  what  capacity  at  that  tiim»? 
►Ir.  Adamson.  Deputy  comptroller. 

At.  Steele.  What  was  vour  special  line  of  work  as  deputy  comp- 
iler. 

At,  Adamson.  It  was  not  laid  down  definitely  at  that  time, 
ause  my  position  as  deputy  comptroller  was  regarded  as  simply 
iporary,  and  I  was  told  to  devote  myself  to  the  organization  end 
tne   comptroller's  office  in   the  finance  division.     It  was   then 
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expected  that  there  would  be  a  change,  and  that  I  would  be 
comptroller  in  a  very  short  time,  and  I  was  made  comptroUeral 
after  I  went  there. 

Mr.  Steele.  In  April,  1919,  did  you  have  anything  to  do  wit 
adjustment  of  claims? 

Mr.  Adamson.  Not  in  April — I  do  not  believe  I  had  any  woi 
any  claims  up  to  that  time,  because  I  was  not  only  busy  on  the  oi 
zation  work,  but  on  setting  up  a  budget  of  our  requiremen 
present  to  Congress. 

Mr.  Steele.  What  was  your  system  at  that  time  of  adjustmc 
claims  ? 

ilr.  AuAMsoN.  Up  to  that  time  we  had  a  cancellation  section  i 
the  direction  of  the  vice  president.  This  cancellation  section 
investigations  and  had  inventories  taken  and  made  recomm 
tions  to  the  vice  president  in  charge  of  construction,  who  wai 
powered  to  make  claims  settlements.  It  became  apparent  tha 
Ackerson,  as  vice  president  in  charge  of  construction,  could  not  i 
same  time  act  as  a  claims  agency,  so  he  created  what  was  known  i 
canceHation  claims  and  contracts  board,  made  up  originally  of 
of  divisions  in  the  Fleet  Corporation  organization,  and  headed  b 
of  the  special  assistants  to  the  vice  president. 

Mr.  Steele.  Has  that  system  remained  in  existence  up  unti 
time  ? 

ilr.  Adamson.  No,  sir;  the  board  as  constituted  then  w 
existence  about  2  J  or  3  months,  when  a  new  cancellations  clain 
contract  board  was  formed,  made  up  of  men  who  did  not  ha\ 
responsibilities  for  the  work  in  various  divisions;  that  is,  men 
the  outside,  vou  might  sav. 

Mr.  Steele.  Have  any  changes  since  been  made  in  that  systi 

Mr.  Adamson.  The  board  has  been  reconstituted  sinc^  that 

Mr.  Steele.  That  related  only  to  the  personnel  of  the  board 
ever  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  And  not  to  the  system? 

Mr.  Adamson.  There  have  been  changes  made  in  the  district  c 
ization  of  the  bonrd.  We  have  no  longer  the  district  board 
have  district  adjusters  to  take  the  place  of  the  district  board. 

Mr.  Steele.  Id  the  work  of  this  ooard,  are  all  claims  presen 
it^ 

Mr.  Adamson.  The  present  claims  board? 

Mr.  Steele.  Yes. 

Mr.  Adamson.  All  demands  for  cash  or  other  considerations 
wliicfi  tlio  contractor  and  the  district  officials  can  not  agree  bi 
wliat  we  know  as  claims  to  be  presented  to  the  claims  board. 
tlic^ro  may  be  a  claim,  for  instance,  for  changes  and  extras  whic 
contractor  would  present  to  the  district  omcials,  who  after  in 
gat  ion  will  pass  upon  the  claim  in  a  manner  which  may  be  accei 
to  the  contractor.  If  not,  then  it  becomes  a  claim  in  the  ( 
board  sense,  and   comes  to  the  claims  board  for  settlement. 

Mr.  Steele.  All  claims  presented  to  the  board  are  filed  andl 
or  do  you  keep  a  docket  of  them  ? 

Mr.  Adamson.  There  is  a  register  of  claims  kept  by  the  c 
bonrd. 

Mr.  Steele.  W\\at  \s  Wve  VoVvA  woxx^^x  ^\  Ov«s.\sn&  'v^viv.  ^^\ 

had,  so  far,  to  pass  upow'^ 
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r*.  Adamson.  I  can  not  tell  you,  Mr.  Steele. 

r.  Stkele.  Can  you  give  it  approximately  ? 

3r.  Adamsox.  With  the  small  commitment  claims,  I  would  say  that 

Ould  go  up  into  the  thousands. 

jr.  Steele.  Do  you  mean  by  that  1,000  or  3,000  ? 

jr.  Adamson.  I  should  say  it  might  be  3,000  or  4,000   claims. 

Talbert  of  the  claims  board  can  tell  you  more  accurately  about 
•Hiumber  of  claims  that  they  have  passed  upon. 
Et.  Steele.  Those  claims  have  been  p^issed  upon  and  adjusted, 

greater  number  of  them.     Do  you  know  how  many  you  have 
-^Jjusted  at  tliis  time? 

Kr.  Adamson.  I  do  not  know  the  number.  The  amount  is  approx- 
bely  about  $95,000,000. 

■r.  Steele.  But  can  you  give  us  any  approximate  idea  as  to  the 
Kiber  of  these  2,000  that  remain  unaHjusted? 
dt.  Adamson.  There  would  not  be  2,000 — there  might  be,  I  should 
",350  to  500  claims  there  now;  may  be  more  than  that. 
idr.  Steele.  That  are  unsettled  ? 
rfr.  Adamson.  That  is,  unsettled. 

Mr.  Steele.  Have  you  been  on  this  board  from  the  time  that  it 
s  organized,  from  immediately  after  you  went  with  the  board  in 
►ril,  1919,  down  to  the  present  time? 

Mr.  Adamson.  My  connection  with  the  board  terminated,  I  think, 
August,  1919,  when  they  constituted  a  board  made  up  of  new  men 
im  the  outside.  Since  then,  I  have  h^d  no  connection  with  the 
lard  as  a  board,  but  have  simply  reported  to  it  on  behalf  of  the 
neral  comptroller's  department. 

"Mr.  Steele.  Are  you  acquainted  with  this  work  and  the  character 
work  it  does  ? 
Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Do  you  regard  its  work  as  efficient? 
Mr.  Adamson.  Mr.  Steele,  I  do  not  like  to  characterize  the  work  of 
ly  board  or  any  organization  above  me,  and  your  question  embar- 
aees  me  a  little  bit.     But  I  would  like  to  depart  from  what,  I  think, 
ght  to  be  the  standard  and  say  that  the  work  of  the  board  is  highly 
icient,  and  that  the  board  is  made  up  of  men  who  are  well  qualified 
d  who  are  striving  very  earnestly  to  do  the  right  thing.     They  are 
le  men,  and  they  are  giving  a  great  deal  of  time  and  attention  to 
s  work.     I  think  that  they  are  doing  the  work  mighty  well. 
Skir.  Steele.  These  speciiic  cases  that  you  were  asked  about  this 
►rning,  are  those  the  exceptional  ca*^es,  or  are  they  the  general  run 
cases  ? 
Mr.  Adamson.  I  was  asked  about  so  many  cases  this  morning, 

'.  vSteele 

Mr.  Steele  (interposing).  I  am  taking  the  general  run  of  them. 

m  were  asked  about  several  specifications  this  morning,  I  just 

Lnted  to  know  whether  they  represented  the  general  run  of  speci- 

ations  that  came  before  your  board  or  remained  unsettled  at  this 

ne,  or  whether  they  were  exceptional  cases  and  cases  that  were 

isettled. 

Mr.  Adamson.  No;  I   think   you   might  say  they  represent   the 

neral  run. 

Mr.  Steele.  Take,  for  instance,  Mr.  xidamson,  the  case  of  the 

errill-Stevens  Co.     I  understood  you  to  say  thai  that  c.«ijaifc  \vwk  V\^^xi 
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Mr.  Adamsox.  Yes,  sir.  J; 

Mr.  Stkkle.  lias  it  been  completely  settled  with  the  money 
and  absolutely  concluded? 

Mr.  Adam  SON.  -Vo:  it  has  not  been  absolutely  concluded:  dl 
(IctaiN  of  settlement   have   not  been   finished.     We  have  not, 
in^liuue.  nweived  the  8300,000  which  we  oujicht  to  receive.    We 
th(^  niortt^JiJijes  on  the  north  M<le  plant.     We  have  not  paid  aD 
commit in(M\t>  which  n  main  to  be  paid.     There  may  be  a  dozen 
commitments  yet  to  be  pai<l  on  that. 

Mr.  Steele.  It  was  testified  previously  in  this  investigation, » 
r(»collcct  it.  that  a  very  large  am<mnt  of  money  had  been  overpaid 
the  Merrill-Stevens  Co.     lias  that  all  been  adjusted  in  this  settlemnll 

Mr.  A  DAM  SON.   Yes,  sir. 

Mr.  Steele.  It  has  all  been  adjusted  i 

Mr.  A  DAMSON.  Yes,  sir. 

Mr.  Steele.  So  that  it  came  down  in  the  final  analysis  in  tne 
jusiuKMit  that  there  was  SoOO.OOO  due  the  Government^ 

Mr.  Adamson.  .^300,000,  plus  the  value  of  the  plant  and  the 
terials  in  the  plant. 

Mr.  Steele.  As  to  that  remainder  due  the  Government  bv  tiut 
coniptinv.  is  it  secured  in  any  way !? 

Mr.  Advmson.  51^300,000  is  secured  bv  mortgajre  on  the  north  side 
of  the  |)lanl,  wiiich  is  a  very  valuable,  active  plant. 

Mr.  Steele.   Is  it  consid<»red  an  adequate  security  ( 

Mr.  Adamson.  Oh,  ves.  sir:  I  should  sav  that  tliat  is  more  tlui 
udc(juat(\ 

Mr.  SiKELE.  Then,  so  far  as  any  overpayments  that  were  made  to 
the  Merrill-Stevens  Co.,  there  will  be  no  loss  to  the  Government? 

Mr.  Ai).\MsoN.  Oh,  there  will  be  a  loss,  of  course;  there  has  been* 
lo>s.  'rh(^  M<*rrill-St evens  settlement,  Mr.  Steele,  was  a  settlematf 
which  you  miirlit  describe  as  being  the  best  possible  salva^je  from  • 
v(My  sorious  wrockas^e.  We  had  a  ^Teck  there:  we  wanted  toguffl 
and  <:e4  wluit  we  could  out  of  it. 

Mr.  Steele.  Perhaps  I  <li(l  not  make  my  question  clear  to  rott 
Mr.  Aihun-ion:  I  mean,  anv  losses  to  the  (jovernment  bvivaj^w 
any  ovcr|)aynient  to  them  during  the  pendency  of  their  contract? 

Ml'.  Ad\mson.  W(^  had  overpaid  them  considerably — manymiDifltf 
of  (lollar-i;  that  is.  we  had  paid  them  more  than  the  contract  prices 
They  had  made  contracts  at  prices  which  were  possiblv — well,  thfiW 
is  no  donI)l  about  it:  thev  were  entirely  too  low,  and  tliev  could irt 
build  the  s]ii[)s  for  those  f)rices.  These  were  lump-sum  contnctfi, 
and  while  they  were  not  s(»ttled  on  what  is  commonly  known  ascost- 
plus  ha^is,  iliat  was,  as  1  luiderstand  it,  the  general  principle  folloM 
that  the  Merrill-Stevens  would  receive  credit  nracticallv  for  the  cost 
of  th(»  work.  The  overpayments  were  payments  in  excess  oi  tW 
amounts  (Mirn>'d  under  the  lump-sum  contracts,  and  were  not  pay- 
ments in  excess  of  amounts  nai(l  out  on  account  of  the  work. 

Mr.  Stkele.  I  understand  tliat.  Tlie  adjustment  was  made. you 
say,  on  tiie  basis  of  SoOO.OOO,  and  that  is  secured  by  a  mortgage  on 
the  outside  plant,  w]ii<*h  is  crood  for  the  amount  of  the  mortga^' 

Mr.  Adamson.  Yes,  sir:  that  is  wjiat  they  got  back,  in  addition  to 
tlie  value  of  the  plant  and  .Tuaterials. 

Mr.  Stkelk.  So  tjiat  tiiat  claim  is  absolutely  adjusted,  then? 
Mr.  Adamson.   F^xcept  for  tJie  adjustment  of  small  commitments. 
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Mr.  Steele.  You  stated  this  morning  that  the  American  Ship- 
Lding  Co.  contract  had  been  adjusted? 
At,  Adamson.  There  has  been  this  reconversion  of  contract. 
St.  Steele.  Did  you  make  that  adjustment? 
idt.  Adamson.  No,  sir. 
rfr.  Steele.  Who  did  make  it  ? 

bdr.  Adamson.  That  was  handled  by  Mr.  Martin  Gillen. 
irfr^  Steele.  Have  vou  any  personal  knowledge  of  how  that  came 
^ut? 

Wfr.  Adamson.  On  September  19,  1919,  Mr.  Chester  W.  Cuthell,  I 
deve,  as  counsel  of  the  American  Shipbuilding  Co.,  sent  a  proposal 
"the  Fleet  Corporation. 
Mr.  Steele.  When  was  that  ? 

Mr.  Adamson.  September  19,  1919,  sent  a  proposal  to  the  Fleet 
rporation  that  we  reconvert  to  a  lump-sum  basis;  and  this  pro- 
sal  estimated  tliat  the  cost  imder  the  then  cost-plus  contract,  and  all 
B  cost-plus  profit  and  everything  else  would  be  $132,515,800,  as  I  re- 
11  it,  and  they  proposed  to  settle  on  that  basis — that  is,  to  make  that 
bunate  the  figure  lor  the  lump-sum  contract  to  be  made,  settling  all 
urns  on  account  of  these  176  ships. 

Mr.  Steele.  The  American  Shipbuilding  Co.  is  located  where  ? 
Mr.  Adamson.  They  have  sLx  different  plants.     One  is  at  Cleve- 
nd — I  have  forgotten  where  the  most  of  their  plants  are  located, 
lev  are  all  around  the  Great  Lakes — six  different  plants. 
Mr.  Steele.  Is  this  company  largely  controlled  by  the  Rockefeller 
teres  ts? 

Mr.  Adamsox.  I  do  not  know  who  controls  it,  Mr.  Steele. 
Mr.  Steele.  Did  this  proposal  first  come  from  the  American  Ship- 
ilding  Co.,  or  was  it  suggested  to  them  by  the  Shipping  Boara? 
w  did  it  come  to  you  that  the  suggestion  came  to  the  Shipping 
ard  as  to  a  change  of  contract  ? 

klr.  Adamson.  One  of  the  reasons  stated  was  related  to  this  ques- 
D  of  taxation  on  amortization.  I  do  not  know  who  first  suggested 
y  reconversion,  but  the  first  proposition  that  I  ever  saw  was  m  Sep- 
aber  19,  1919,  and  among  the  advantages  held  out  to  the  Fleet 

2)oration  was  that  we  would  have  a  definite,  final  figure  of  costs 
er  than  a  so-called  uncertain  figure  under  a  cost-plus  contract, 
i  among  the  advantages  held  out  for  the  contractor  was  that  he 
uld  be  free  to  deal  with  his  labor  conditions  out  there,  and  he  would 
>bably  conduct  the  work  with  greater  economy. 
Idr.  Steele.  Mr.  Gillen  testified  that  the  matter  came  by  the 
[uest  of  the  owners,  the  American  Shipbuilding  Co.,  and  that 
resolution  passed  by  their  board  of  directors  to  the  effect  that 
m  corporation  would  not  be  permitted  to  take  over  10  per  cent 
>fit  on  war  work;  is  that  your  recollection,  that  it  came  to  the 
ipping  Board  that  way  ? 

sir.  Samson.  No,  sir.  That  resolution  was  passed  a  year  or 
>re  before  this  reconversion  contract.  As  I  explained  this  morning, 
)  resolution  of  the  board  of  directors  was  incorporated  in  the 
tober  20,  1918,  cost-plus  contract  made  by  Mr.  Piez.  There  was 
;reat  deal  of  confusion  in  Mr.  Gillen 's  testimony.  He  was  mixing 
,h  his  settlement  things  that  had  happened  a  year  before. 
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Mr.  Steele.  Then,  did  this  action  on  the  part  of  the  Amc 
Shipbuilding  Corporation  come  at  the  suggestion  of  Mr.  Piez.  or 
it  voluntary  upon  their  part  ?     Who  took  tne  initiative  in  the  matfarl 

Mr.  Adamson.  We  are  discussing  now  the  final  settlement- 
Mr.  Steele  (interposing).  No;  I  am  talking  about  the  very 
ning  of  the  change  of  this  contract.     I  have  read  to  you  an  ext 
from  Mr.  Gillen's  testimony,  where  he  said  that  the  American 
building  Corporation  first  passed  a  resolution  that  they  would 
take  more  than  10  per  cent  profit  on  the  contract,  and  that  that 
brought  to  the  attention  of  the  Shipping  Board,  and  then  thematteri 
handed  over  to  Mr.  Gillen,  and  tliat  Mr.  Gillen  finally  made  the 
tlement.     I  understood  you  to  say  this  morning  that  the  questk 
came  from  Mr.  Piez  in  some  way.     I  just  want  to  clarify  the  situatidtj 

Mr.  Adamson.  May  I  state  this,  so  I  can  answer  your  question 
get  the  facts  before  you  i 

Mr.  Steele.  That  is  what  we  want,  the  facts. 

Mr.  Adamson.  There  were  lump-sum  contracts  for  176  ships, 
Mr.  Piez  called  upon  the  American  Shipbuilding  Co.,  to  maKe  ner^ 
contracts  that  would  guarantee  the  Fleet  Corporation  against  pay- 
ing excessive  profits. 

Mr.  Steele.  Do  vou  recall  when  that  was? 

Mr.  Adamson.  Tfiat  was,  I  should  say,  along  in  August  or  Septem- 
ber when  they  first  began  to  negotiate. 

Mr.  Steele.  Of  what  year? 

Mr.  Adamson.   1919. 

Mr.  Steele.  When  did  Mr.  Gillen  come  with  the  Shipping  Board! 

Mr.  Adamson.  October,  1919.     As  a  result  of  the  negotiations  of  | 
Mr.  Piez  with  this  company  on  October  24,  1918,  the  contract  Xa 
521  was  executed  merging  the  lump-sum  contracts  into  a  cost-ploi 
contract.     Tliis  cost-plus  contract  had  been  in  eflFect  almost  one  jetf 
wh(»n  Mr.  Gillen  came  to  the  Fleet  Corporation. 

In  makinj]:  this  cost-plus  contract  in  October,  1918,  it  was  estimated 
that  Mr.  Piez  had  saved  the  corporation  probably  820,000,000, 
because  the  original  contract  price  of  these  176  ships  was  $139,000,000 
plus,  and  on  top  of  that  there  would  have  been  claims  for  chanjei 
and  extras  and  other  amounts,  which  were  estimated  by  the  ship- 
construction  division  as  going  as  high  as  $152,406,000.  -So  thattM 
estiniatod  saving  was  the  difference  between  $152,406,000  and  what 
have  IxMMi  the  cost  under  the  cost-plus  contract  No.  521  of  October, 
19  IS.  ^'ono  of  us  knew  just  what  that  cost  would  be  under  this  cost-pltf 
contract.  Wo  thought  we  would  have  to  await  the  completion  of  the 
work,  but,  as  I  say,  on  September  19,  1919,  this  proposal  came  from 
the  contractor  to  go  back  to  a  lump-sum  basis  at  $132,515,800. 

TIktc  w  as  no  ono  wlio  knew  about  the  case  at  that  time — October, 
1919,  when  Mr.  (lillen  was  making  the  settlement,  who  had  ant 
thoui2:lit  of  savui^  .'^25,900,000  or  any  such  amount  as  that.    We  all 
knew  iliat  a  vear  1)efore  the  savings  had  been  made,  if  anv,  andtiiii 
there  could  not  have  ])een  any  saving  was  shown  by  the  fact  thatia 
the  proposal  tosettleon  abasisof  §132,515,800,  the  contractorsaid  the  J 
price  named  is  as  close  an  estimate  as  is  possible  under  the  difificnlt 
circumstances  of  what  the  Emergency  Fleet  Corporation  would  haie 
to  nay  if  the  present  contract  was  continued  and  the  present  wage 
scale  maintained. 
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at  we  did  in  making  the  Gillen  settlement  of  October,  1919, 
o  take  the  contractor's  estimate  of  what  it  would  cost,  and 
K>rate  it  in  a  lump  sum  contract  as  the  contract  price. 
Ige  Payne  did  not  accept  Mr.  Gillen's  recommendation  literally, 
put  $1.05  a  dead  weight  ton  off  of  Mr.  Gillen^s  recommenda- 
so  that  the  contract  as  actually  made  was  $131,707,000,  I 
re  is  the  figure. 

.  Steele.  Then  this  matter  had  really  been  adjusted  in  this 
prior  to  the  settlement  made  by  Mr.  Gillen,  but  Mr.  Gillen 
ly  carried  it  out  in  the  form  of  a  now  written  contract  ? 
;  Adamson.  Well,  I  do  not  believe  he  carried  out  the  contract 
3tober  24,  1918.  That  was  a  cost  plus  contract,  and  we  were 
ly  cost  plus  10  per  cent.     We  do  not  know  what  the  cost  would 

been:    it  might  have  been  $125,000,000:    it  might  have  been 
,000,000. 

•.  Steele.  The  proposition  had  been  made  by  the  American 
building  Company  to  the  board  to  change  it  ? 
\  Adamson.  Yes,  sir. 

'.  Steele.  Previously  to  this  time  Mr.  Gillen  actually  made 
-ettlement  ? 
'.  Adamson.  Yes,  sir. 
'.  Steele.  That  is  correct,  is  it  not  ? 
'.  Adamson.  Yes,  sir. 

*.  Steele.  And  that  was  made  a  considerable  time  before  the 
Jment  was  actually  made  ? 

'.  Adamson.  The  first   proposal   was   September   19,   and   Mr. 
1,  I  think,  came  to  Philadelphia  on  the  matter  about  10  days 

October  1st,  2d,  or  3d. 

.  Steele.  And  then  the  proposition  made  by  the  company  was 
Q  the  shape  of  a  new  contract  ? 
.  Adamson.  Yes,  sir. 

.  Steele.  And  that  resulted,  as  you  say,  in  a  saving  to  the 
mment  of  about  $20,000,000  ? 

.  Adamson.  No,  sir:  it  did  not  result  in  the  saving  of  a  cent. 
.  Steele.  It  did  not  result  in  the  saving  of  a  cent? 
'.  Adamson.  On  the  contrary,  I  will  say  it  might  have  resulted 
OSS,  and  I  want  to  make  it  quite  clear  that  the  only  saving  that 
iv  heard  of  in  connection  with  this  was  made  on  October  24, 
,  when  all  the  lump  sum  contracts  were  merged  into  a  single 
plus  contract;  that  the  contractor's  own  estimate  of  what  tne 
bo  the  Fleet  Corporation  would  have  been  was  $132,515,800. 
>w,  when  Mf.  Gillen  accepted  the  contractor's  own  figures  and 
amended  them  to  fludge  Payne,  he  certainly  could  not  nave  had 
ind — there  could  not  have  been  any  savinc:,  because  he  was 
nmending  the  identical  figure  ofl'ered  by  the  contractor. 
'.  Steele.  Under  those  contracts,  as  originally  made,  does  the 
i  have  any  right  to  change  them  from  a  cost-plus  to  lump  sum? 
.  Adamson.  From  lump  sum  to  cost  plus? 
.  Steele.  Yes,  just  the  reverse,  of  the  way  I  put  it. 
.  Adamson.  There  was  no  stated  right  in  the  contract,  but  it 
Tiy  understanding,  and  I  think  Mr.  Piez  himself  told  me  this, 
at  the  time  the  contracts  were  made  it  was  unilerstood  that  these 
contracts  made  in  a  hurry  to  get  ship  construction  under  way, 
hat  there  would  have  to  be  a  readjustment  in  prices,  to  see  that 


3326  SHIPPING  BOARD  OPERATIONS. 

the  Fleet  Corporntion  did  not  pay  more  than  a  iust  price.    It 
not  until  almost  a  year  later,  alter  the  work  had  been  going onf 
lon<]:  time,  tiiat  thev  could  ^oi  some  idea  of  what  the  profits  and 
ihe  costs  of  the  ships  would  he.     As  I  explained  this  morninjj 
UMflerstood  tliat  Mr.  Piez  had  hecome  possessed  of  some  linn 
st aiement  indicating  that  they  were  makins:  very  large  profitj-.i 
that  ho  used  that  as  a  hasis  for  demandins:  that  thev  clian^r 
cost-}>lus  contract. 

Mr.  SrF:KM:.  Were  other  contracts  chanored  in  the  same  wav! 

Mr.  Ai).\MS()N.  Quite    a    number    of    lump-sum    contracts 
changed  into  cost-plus  contracts.  i 

Mr.  Steele.  Ahout  the  same  time? 

Mr.  Adamson.  AVell.  1  do  not  know  of  anv  risrht  at  that  saraetid 

Mr.  Steef.e.  )Vell,  suhstantially  about  that  time? 

Mr.  Adamson.   Yes,  suhstantially  the  same  time. 

Mr.  Steele.  This  morning  you  mentioned  a  possible  reasfffll 
tile  Am(  rican  Shipbuilding  ('o.  to  change  the  contract  for  thepurpa 
of  s:iving  on  their  ta.xation  to  the  Government  ^ 

Mr.  Ai>A>LS()N.  That  was  a  subject  of  considerable  correspondea 
l>etwe(*n  the  Fh^et  Corporation  and  the  American  Ship. 

When  the  cost-plus  contract  was  made  by  Mr.  Piez  in  Octn-n 
l^MS,  there  was  a  provision  for  S4,r)0(),000  for  amortization  of  pk 
and  th'^  contractor  was  very  fearful  that  that  amount  of  Rion 
would  be  taxed  as  income,  and  thev  tried  to  get  the  Fleet  Coriwnii 
to  intervene  with  the  Treasury  l)epartment  to  prevent  that:  I 
Mr.  Ackei>iori  and  Mr.  Chase  Eastman,  one  of  our  counsel  inPliiitt! 
phia,  and  certain  otliers  all  decided  that  the  Fleet  Corporation  shot 
not  int'M-fere  with  any  other  governmental  department  to  save* 
conti-n''tor  from  taxation. 

Mr.  StcH'le,  may  I  inject  something  here  to  cover  my  fftilure 
rej)ly  fully  to  the  chairman  this  morning,  when  he  ask<Kl  me  wi 
objections  ther<^  were  to  this  settlement  with  Mr.  Gillen?  I  shoai 
have  siiid,  Mr.  Chairman,  that  Mr.  Houston  had  in  mind  anotlu 
ratluM-  s(^i  ions  miestion.  This  $4,500,000.  al>out,  for  amortizatiw 
Wiis  a  driinite  ailowjuice  as  a  special  amortization;  that  was  in  4 
cost-i)lus  cont  nut.  But  in  the  definition  of  costs,  the  contractor  w»l 
hnv(^  tlu'  costs  of  idl  tile  ships,  plus  25  per  cent  overhead  andth 
oveilu^iul  wa^  to  include  general  operating  overhead,  spe<'ialdfp^ 
cintion,  idtcriiti<ms  and  ecjuipment  of  plants,  due  to  excf^ive^ 
costs. 

It  wns  tlie  contention  of  ifr.  Houston,  and  I  supported  liimintliil 
coritiMitinn  at  ImM  to  the  extent  of  saying  we  should  have  anopiirt 
from  our  general  counsed  on  the  subject  before  going  ahe:id  ^ 
Mr.  (iillen's  settbMnent-  it  was  Mr.  Houston's  contention  that  th 
25  p(>i'  ccMit  overlu»a(l  allowance  included  this  special  amortuatW 
jdlowtince  of  .Si.AOO.oOO,  jind  that  we  should  not  peiTuit  theSl.oOO,W 
as  n  sepjujUe  allowance.  I  raised  that  questicm  at  the  time  that* 
(rill(Mi  made  the  settlement  but  Mr.  Ackei son  ruknl  that  the  ?4,5OO,0( 
was  entirely  separate  fiom  overhead  of  25  per  cent.  So,  accordiii^ 
in  the  settlement  mi)de  by  Gillen  the  $4,500,000  was  paid  asasef 
rate  jdlownnee,  included  in  the  lump-sum  price,  of  course. 

Mr.  S'lEELE.  You  stated  that  the  procedure  before  your  boards 
{or  tlie  claimaul  \.o  VLesewV  tv '^^VslVvjvcv^wX cA.\C\«> v\^\sDLt.<i  the  board! 
Mr.  Adamson.  ^es,  s\y. 
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.  Stkele.  Wliich  should  be  taken  up  and  passed  upon  ? 

.  Adamson.  Yes,  sir. 

.  Steele.  And  that  frequently  subsequent  clmnges  were  made 

e  board,  asking^  enlarged  amounts  from  the  Goverment  ? 

.  Adamson.  Yes,  sir. 

.  Steele.  In  your  analyses  of  the  subsequent  statements,  what 

the  enlarged  amounts  made  up  of?  Was  it  work  done  since 
Tescntation  of  the  original  claim,  or  was  it  an  increased  amount 
led  for  work  done  or  materials  furnished  under  the  original  con- 
,  or  how  did  that  happen  ? 

.  Adamso.v.  Well,  to  a  large  extent  they  were  just  simply  manu- 
ired  additions;  they  were  entirely  fictitious  additions  to  the 
IS.  I  might  give  you  a  general  indication  in  connection  with  the 
ney  claim. 

•.  Steele.  The  award  of  $15,000,000,  and  the  claim  was 

'.  Adamson  (interposing).  821,239,000. 
•.  Steele.  $21,239,000? 

•.  Adamson.  Yes,  sir.  That  claim  was  never  filed  in  a  formal 
3ind  sworn  to  as  other  claims,  but  Mr.  Downey  during  the  summer 
19  and  all  the  fall  of  1919  would  present  claims  and  we  would 
)ed  on  the  theory  that  we  had  the  ultimate  claim  from  him. 
on  his  failure  to  get  a  settlement  he  would  add  to  his  claims,  and 
los  added  amounts  like,  expense  through  default  of  owner, 
k4,000,  and  on  the  very  last  day  of  the  hearing,  after  he  had 
3ome  weeks  and  months  of  hearings,  on  his  claim  before  the  dis- 

adjiLster  in  New  York,  he  added  about  $802,000  for  excess 

len,  at  one  of  the  hearings  before  the  claims  board  in  Washington, 

'  the  claim  had  gotten  down  there,  he  added  $767,750.59,  as  cost 

ileged  loss  in  reSnancing  a  $750,000  private  loaiL     That  shows 

jeneral  character  of  inflation  of  the  claims. 

r.  Steele.  Tliere  was  nothing  in  the  contract  covering  those 

s? 

r.  Adamson.  Oh,  no,  sir.     The  first  one  I  read  off,  the  loss  through 

alt  of  the  owner,  if  tiiere  had  been  actually  a  default  of  the  owner, 

jgh  which  he  had  suffered  a  loss,  we  naturally  should  have  reim- 

ed  him  for  it,  but  he  had  not  claimed  that  and  did  not. 

r.  Steele.  No  such  claims  were  allowed  by  the  board,  were  they  ? 

r.  Adamson.  No,  sir. 

r.  Steele.  This   morning    you    were   asked   about   the   Morse 

ement  ? 

r.  Adamson.  Yes,  sir. 

r.  Steele.  I  understood  you  to  say  that  the  claim  was  presented 

i  bv  the  Morse  Co.     By  that  do  you  mean  the  Groton  Co.  ? 

•.  Adamson.  Yes,  sir,  on  the  Noank  contract,  the  last  one. 

\  Steele.  The  claim  was  presented  for  something  like  $900,000. 

•.  Adamson.  It  was  about  $900,000. 

•.  Steele.  And  there  was  an  award  made  in  favor  of  the  Govern- 

235,000. 

'.  Adamson.  Approximately  $285,000,  Mr.  Steele. 

'.  Steele.  Do  you  know  whether  that  claim  is  secured  to  the 

mment  ? 

.  Adamson.  Under  certain   financial   arrangements  which  we 

made  providing  for  an  advance  of  $1,000,000  to  i\v^  (ixot<i\N. 
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Co.,  the  Virginia  Shipbuilding  Corporation  became  a  surety  f 
repayment  of  that  money. 

AIr.  Steele.  Mow  secured  ? 

Mr.  Adamson.  Well,  it  just  promised  to  see  that  it  was  pai 
there  was  a  contract  drawn  up  to  that  effect. 

Mr.  Steele.  A  contract  of  guaranty  ? 

Mr.  Adamson.  I  do  not  remember. 

Mr.  Steele.  Or,  was  it  a  mortgage,  do  you  remember. 
Grotoii  plant? 

Mr.  Adamson.  We  had  a  mortgage  on  the  Groton  plant. 

Mr.  Steele.  You  did  have  a  mortgage  on  the  Groton  plar 

Mr.  Adamson.  Yes,  we  had  a  mortgage  of  about  S1,750.(K 

Mr.  Steele.  Was  that  intended  to  secure  this  balance  of  S 
that  vou  found  in  favor  of  the  Government? 

« 

Mr.  Adamson.  Well,  whatever  security  there  was,  of  cours* 
apply  to  that. 

Mr.  Steele.  Tii  this  award  of  S285,000,  did  vou  take  intocoi 
tion  tlie  advances  made  to  the  Government  down  to  the  tim 
award  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Have  you  any  knowledge  of  any  adiustmeni 
claims  to  the  Government  against  the  Virginia  Shipbuildin;: 

Mr.  Adamson.  No,  no  recent  knowledge,  Mr.  Steele. 

Mr.  Steble.  No  recent  knowledge? 

Mr.  Adamson.  No,  sir. 

Mr.  Steele.  Well  lias  there  been  any  transactions  since 
have  knowledge  on  the  subject. 

Mr.  Adamson.  Well,  T  tliink  there  have  been  quite  a  nu 
changes  in  our  relations  with  the  Virginia  Ship.  I  believe ' 
taken  back  certain  ships  which  were  sold  to  the  Virginia  Co 

Mr.  Steele.  So  that  there  have  been  some  credits  since  t 

Mr.  Adamson.  Some  credits  through  the  taking  back  of  s 

Mr.  Steele.  You  do  not  feel  capal)lc,  then,  oi  stating  th 
tion  of  the  accounts  between  that  company  and  the  Govern 

Mr.  Adamson.  No,  sir;  I  do  not. 

Mr.  Steele.  You  stated  this  morning  that  one  of  the 
wliy  a  large  number  of  these  matters  were  unadjusted  was 
did  not  have  sufficient  force  in  the  office.     Do  vou  mean  o 
auditing  force/ 

Mr.  Adamson.  I  do  not  believe  you  have  understood  me 
I  stat(  d  that  one  of  the  reasons  why  they  were  not  up  on  the 
was  that  tluur  force  had  been  considerably  crippled.  Of  coi 
is  not  holdhig  up  tlie  a<ljustments  by  the  claims  board:  t 
board  can  go  ahead  and  make  its  awards  subject  to  an 
determine  just  what  the  status  of  the  accounts  is. 

As  a  matter  of  fact,  in  the  great  majority  of  the  cases  t 
are  completed  at  the  time  we  make  our  recommendatioi 
board,  that  is,  we  have  an  audit  that  is  current  with  the  ne 
with  the  contractor:  sometimes  current  and  sometime^ 
ne;c<>tiations,  and  finally  is  used  by  the  negotiator  in  iiegot 
settlement.  Ordinarily  it  may  be  said  that  the  audit  is  < 
before  the  claims  board  acts. 

Mr.  Steele.  In  the  <jreat  majority  of  cases  do  the  o 
accept  the  award  of  the  ooard^ 
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r.  Adamson.  Yes,  sir. 
,  Steele.  They  do  ? 
.  Adamson.  Yes,  sir. 

.  Steele.  Is  that  done  on  their  theory  of  avoiding  litigation, 
they  accept  it  because  of  the  equitable  character  of  the  award  ? 
.  Adamson.  I  think  the  most  of  them  accept  it  on  the  theory 
b.sit  they  are  getting  all  that  is  coming  to  them. 

"*  Ir.  Steele.  You  were  explaining  this  morning  that  Judge  Payne^s 

"sion  with  reference  to  the  powers  of  the  board,  to  make  what 

Walsh  called  an  equitable  adjustment  of  the  claims  presented; 

^was  not  quite  clear  to  my  mind  what  Judge  Payne's  decision  was 

that  matter. 

Mr.  Adamson.  I  do  not  feel  quite  competent  to  make  it  clear,  Mr. 
S"teele.  It  lies  outside  of  my  province,  and  if  you  would  excuse  me. 
C  ^^ould  appreciate  it,  because  it  is  something  with  which  I  had 
^otliing  to  do. 

Afr.  Steele.  The  impression  made  on  my  mind — and  I  will  ask 
to  say  whether  I  am  correct  or  not  in  my  understanding  of  it — 
''"a.s  that  the  board  did  proceed  to  make  equitable  adjustments  of 
ttcrs  where  there  was  any  really  controverted  matter  for  adjust- 
nt,  Init  that  Judge  Payne  held  that  where  there  was  no  contro- 
verted matter  between  the  Government  and  the  contractor  it  was 
"^^yond  the  province  of  the  Shipping  Board  to  yield  any  admitted 
^i^ht  on  the  part  of  ^he  Government;  that  that  would  have  to  go 
5^^  fore  Congress  for  further  authority.  Was  that  your  thought  about 
^ti  >    That  was  the  impression  on  my  mind. 

Mr.  Adamson.  The  general  effect  of  Judge  Payne's  decision  was 

^*i\at  we  could  not  take  promises  or  assumptions  on  the  part  of  the 

^tkipbuilder,  or  promises  made  to  the  shipbuilder  that  he  would  get 

^-liree  or  four  turns  of  ways  as  a  basis  of  making  a  settlement;  that 

^^,  in  making  a  settlement,  we  would  have   to  be  limited  by  our 

^crtual  contract  obligations,  although  it  might  be  felt  that  such  a 

^^ttlement  would  be  imjust  to  the  shipbuilder. 

Let  us  say  we  had  made  a  contract  with  the  shipbuilder  for  five 
^liij>s,  and  he  expects  to  get  at  least  15  ships,  and  he  thinks  his 
t>rofits  out  of  15  shir)s  will  enable  him  to  amortize  the  plant.  We 
50  ahead  and  cancel,  even,  say,  the  first  five  which  we  have  given 
im,  and  do  not  give  him  anv  more.  In  making  the  settlement  on 
the  cancellation  on  the  first  five,  of  course,  we  would  be  entitled  to 
consider  a  proper  amortization,  but  not  an  amortization  of  the  entire 
plant,  of  course. 

Now,  what  the  wood  shipbuilders  wanted  was  a  more  generous 
treatment  in  the  matter  of  amortization  and  more  generous  treat- 
ment in  the  matter  of  settlement,  so  that  they  would  not  have 
to  be  out  of  pocket  as  a  result  of  their  venture  into  the  shipbuilding 
business. 

Mr.  Steele.  That  phase  of  the  matter,  then,  as  I  understand 
you,  was  simply  this,  that  Judge  Payne  held  that  he  was  limited 
Dv  the  terms  o{  the  contract,  that  he  could  not  reform  the  contract 
and  make  a  new  contract  more  favorable  to  the  contractor? 

Mr.  Adamsox.  And  that  he  felt  that  Congress  should  authorize 
anv  such  reformation  of  contracts  in  the  future. 

The  CiLAiRMAX.  With  reference  to  the  Groton  Iron  Works'  settle- 
ment, vou  sav  a  claim  was  for  some  $900,000  on  account  of  the 
Noank  plant? 


/r 
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Mr.  Adamson.  Tiiat  is  a  wood-ship  contract. 

The  Chaiuman.  Tiiat  is  the  wood  ship  ? 

Mr.  Adamson.  Yos,  sir.  W 

T[io  Chairman.  How  about  the  steel-ship  contract  there  I 

Mr.  Adamson.  Well,  that  is  covered  in  this  April  settlement 

The  Chairman.  Has  there  been  a  settlement? 

Mr.  Adamson.  Well,   the  settlement  contract  has  been  made 

Tiie  Chairman.  Tne  Groton  Iron  Works  went  surety,  did 
not,   for  the   Vir«:inia  Shipbuilding  contract,   in   the  beginningl 

Mr.  Adamson.  I  do  not  recall,  Mr.  Chairman.  When  we  ad- 
vanced money,  $1,000,000,  about  April  29,  1920,  for  the  completioi 
of  the  work  at  Groton,  the  Virginia  ship  was  then  required  to  he* 
come  a  surety  for  the  payment  of  that  money. 

Tlie  Chairman.  That  is  for  the  Groton? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  But,  when  you  went  into  the  contract  with  thi^ 
Virginia  Ship,  was  not  the  Groton  Works  involved  in  the  assuritf 
for  the  performance  of  the  Virginia  Ship? 

Mr.  Adamson.  I  do  not  remember,  Mr.  Chairman. 

The  Chairman.  Do  you  know  whether  the  Virginia  ShipbuildiBg 
Corporation  has  recently  been  sued  for  an  accounting? 

Mr.  Adamson.  By  the  Fleet  Corporation  ? 

Tlie  Chairman.  Yes. 

Mr.  Adamson.  No,  sir:  I  do  not  know. 

The  (^HAiRMAN.  Do  vou  know  whether  the  Virginia  Shipbuildinj 
Corporation  sued  the  f'leet  Corporation  for  an  accounting? 

^ir.  Adamson.  I  have  understood  that  there  was  some  suit  eiflier 
already  ])rought  or  in  contemplation. 

The  Chairman.  Is  Mr.  Cuthell  now,  or  was  he,  counsel  f or  tb : 
American  vShipbuilding  Corporation  ? 

Mr.  Adamson.  Mr.  Cuthell  was  in  October,  1919,  counsel  for  the 
American  vShipbuilding  Corporation. 

The  Chairman.  And  he  was  prior  to  that  time  coimsel  for  the 
Shipping  Board  I 

Mr.  Adamson.  General  counsel  for  the  Shipping  Board — Emer- 
gency Fleet  (\)rp()ration. 

Tiie  Chairman.  Do  you  know  whether  or  not  he  passed  on  these 
contracts  with  the  American  Shipbuilding  Corporation  while  he  w«» 
counsel  for  the  Fleet  (\>rporation -? 

Mr.  Adamsox.  I  believe  that  he  had  to  do  with  the  contracts,  at 
least  one  of  them. 

Tiie  Chairman.  Did  T  undei^tand  you  to  say  that  he  n^otiated 
this  last  contract  of  settlements 

Mr.  Adamson.  Who,  Mr.  Cuthell  ? 

The  Chairman.   Yes. 

Mr.  Adamson.  I  believe  Mr.  Cuthell  signed  the  firet  letter  of 
Sef)tem})er  19.  T  think  that  Mr.  M.  E.  Farr,  president  of  the  com- 
pany, signed  th(»  second  letter,  which  was  of  September  25:  and  that 
Mr.  Farr  and  Mr.  Cuthell  both  had  to  do  with  the  negotiations  with 
Mr.  Gill  en. 

Mr.  Chairman,  you  asked  me  this  morning  about  the  completion  of 
this  contract.     1   might  say  that  at  the  time  this  settlement  by 
Mr.  Gill(»n  was  made  vWeve  N^eve  V.^V  ^l\i^a,  w^hich  had  been  delivered 
at  that  time,  and  U\erc  remawx^vi  \x>  Vo>a^  ^^^v^^x^^i.. 
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.e  CiiAiRMAX.  You  have  nothing  to  do  with  the  adjustments  of 

ators'  agreements^ 

•.  Adamson.  No,  sir. 

le  Chairman.  And  nothing  to  do  with  the  adjustment  of  claims 

ccount  of  commandeered  ships  ? 

r.  Adamson.  I  have  notliing  to  do  with  claims  on  account  of 

3  commandeered  after  their  completion;  that  is,  ships  that  were 

Jie  seas  and  commandeered  for  use.     Theoretically,  I  do  not 

3  to  report  on  any  claim  on  account  of  ships  requisitioned  on 

ways. 

he  Chairman.  You  were  talking  ahout  ships  commandeered  at 

They  call  them  commandeered  ships,  do  they  not  ? 
jr.  Adamson.  I  have  not  had  anything  to  do  with  any  of  those 
□as,  Mr.  Chairman. 

lie  Chairman.  Do  you  recall  any  claim  filed  with  the  Shipping 
jd  or  the  Fleet  Corporation  on  hehalf.  of  the  Green  Star  Co.  ? 
ir.  Adamson.  Yes,  sir — oh,  Green  Star?  I  do  not  know  of  a 
m;  I  recall  a  transaction  there  in  connection  with  the  Green  Star, 
"he  Chairman.  Was  that  a  construction  cl»im? 
fr.  Adamson.  The  Green  Star  Steamship  Corporation  held  a  con- 
't  with  the  G.  M.  Standifer  Construction  Corporation,  for  the  con- 
ction  of  five  ships,  and  there  was  some  trouble  with  financing  this 
;ract;  and  on  April  20,  1920,  an  arrangement  was  made  with  the 
t  Corporation  and  bv  which  the  Fleet  Corporation  took  gver  the 
^n  Star  contract,  ana  at  the  same  time  made  a  contract  with  the 
m  Star  by  wliich  we  sold  back  the  ships  to  the  Green  St  r,  at 
:  exact  cost  to  the  Fleet  Corporation,  under  this  first  ag  cement. 
le  Chairman.  Was  that  for  the  construction  of  ships  that  had 
iously  been  canceled  by  the  Shipping  Board  or  Fleet  Corporation  ? 
r.  Adamson.  You  can  hardly  say  tnat  it  is  for  the  construction 
le  same  ships.  As  a  matter  of  fact,  that  is  practically  t  ue.  We 
leled  five  snips  on  a  contract  which  we  had  with  the  G.  M. 
idifer  Co.,  and  on  November  3,  1919,  the  G.  M.  Standifer  Co. 
e  a  contract  with  the  Nafra  Co.  (Inc.),  to  build  five  ships  thot 
i  practically  identical  in  size  and  design  with  the  five  ships  which 
lad  cancelecl.  The  Nafra  Co.  and  the  Green  Star  Co.  are  affiliated 
panics,  and  the  Green  Star  Co.,  it  appears,  was  the  chief  holder 
le  rights  of  the  Nafra  Co.  in  this  contract  when,  on  April  20,  we 
:  over  the  contract. 

he  Chairman.  The  Nafra  or  the  Green  Star  were  having  diffi- 
y  in  financing  the  contract  for  these  five  ships  with  the  Standifer 

r.  Adamson.  That  is  my  understanding. 

be  Chairman.  And  the  Sliipping  Board  came  in  to  it  to  help  out 

icing  the  contract,  with  an  agreement  that  the  Green  Star  or  the 

:a  would  take  the  ships  off  their  hands  after  they  were  completed? 

r.  Adamson.  Correct^ — at  the  exact  cost  to  us. 

tie  Chairman.  Was  not  the  same  mate  ial  used  in  the  construc- 

.of  these  two  ships  that  was  sent  to  the  yard  by  the  Fleet  Corpo- 

)n  for  these  five  ships,  which  were  canceled  ? 

r.  Adamson.  I  believe  that  all  the  materials  for  canceled  ships 

iblc  for  use  on  these  five  vessels  were  used  on  the  Nafra  contract, 

•h  had  previously  been  sold  to  the  Standifer  Co.  for  about  50 

s  on  the  dollar. 
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The  Chairman.  Had  been  sold  1 

Mr.  Adamson.  Yes.  You  see,  previously  the  sale  was  made 
the  Nafra  contract  had  been  made. 

The  Chairman.  Yes. 

Mr.  Adamson.  That  is,  the  arrangement  was  practically  s 
taneous  with  the  execution  of  the  Nafra  contract.  The  Xafc 
tract  was  dated  November  3,  1919. 

The  Chairman.  I  mean,  previous  to  the  Fleet  Corporation  c< 
in  and  helping  out  in  the  financing? 

Mr.  Adamson.  "i  es,  sir. 

Tlie  Chairman.  Do  you  know  of  any  other  instances  whei 
Fleet  Corporation  has  cione  that  ? 

Mr.  Adamson.  I  do  not. 

The  Chairman.  Do  you  know  who  arranged  it? 

Mr.  Adamson.  No,  sir. 

The  Chairman.  You  said  something  about,  in  some  of  thestjj 
meats,  you  thought  there  was  taken  into  consideration  the  pot 
the  Shipping  Board  of  keeping  some  shipyards  going.  Do  you 
wlio  is  responsible  for  that  policy  ? 

Mr.  Adamson.  I  can  not  say  who  is  responsible  for  it. 

The  Chairman.  Who  was  chairman  of  the  board  when  tha 
one  of  the  considerations  taken  into  account? 

Mr.  Adamson.  I  beHeve — I  may  not  bo  safe  in  mailing  the 
ni(  nt,  but  I  believe  it  has  been  lelt  under  the  last  three  dit 
tliat  it  would  be  a  good  thing  for  the  country-  if  we  could  keo] 
e(|ui]>ped  shipyards  in  existence,  not  with  any  ^iew  to  their  bu 
but  sim])ly  to  have  the  faviiities. 

The  Chairman.  And  that  the  Shipping  Board  stiouid  theref 
fairly  liborul  in  settlements  for  work  thev  had  done  in  the  vi 
ur(icr  that  the  shipyards  might  c  ontinue  to  exist  ( 

Mr.  Adamson.  I  simply  njention  that  as  one  of  the  possibl 
sidorations  for  settlements  more  liberal  and  generous  thanoc 
ro(  omuK^nded  from  a  strictly  rigorous  accounting  point  of  vie^ 

Tlio  Chairman.  Do  vou  know  of  anv  reason  why,  without 
'n\]X  that  it  \viis  done,  that  that  siiould  be  taken  into  consiaera 
tlic  settlement  with  the  Skinner  &  Eddy,  and  the  I'nion  Iron 
tlie  Fon^  Kiver,  or  the  Bethlehem  Shipliuilding  Corporation,  oi 
of  siniil},r  capacity  and  size  ^ 

Mr.  Adamson.  Mr.  Chairman,  I  should  not  regard  that  as  a 
for  making  a  mon*  liberal  settlement  in  the  cases  which  >< 
mentioned. 

Mr.  SiKKi.K.  They  \yere  all  permanent  plants. 

The  Chairman.  Cj.n  vou  cite  anv  instances  wlu>re  this  mat 
ta!  ( n  into  ( onsi(h4*ation  by  either  the  claims  board  or  the  el 
of  the  bojircl  in  making  a  settlement? 

Mr.  .>  DAM  SON.  In  th(^  T(»rry  Shipbuilding  case,  wiiich  we  il 
this  nioining,  that  was  one  of  the  considerations. 

The  (  HAiRMAN.  Where  is  that? 

Mr.  Adamson.  Tlie  Terry  Works,  at  Fort  Wentworth,  jist 
of  Savannah.  CI  a. 

The  Chairman.   How  manv  wavs  have  thev? 

ft  «  • 

Mr.  Adamson.   1  }>elie\'e  it  is  a  four-way  phiut. 
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.  Adamson.  Yes,  sir;  for  building  steel  ships. 
\e  CiiAiRMAX.  That  is  what  I  mean. 
.  Apamson.  Yes. 

e  Chairman.  You  stated    that  yon   bo1i(>ved   that  the   claims 
was  fimctionins:  eflicientlv? 
l^tr.  Adam  SON.  I  believe  so. 
Tlie  Chairman.  And  has  been? 

^Hr.  Adam  SON.  '^Has  been'*  is  very  indefinite,  ALr.  Chairman;    if 
can 


The  Chairman.  I  had  not  finished. 

^Ir.  Adamson.  T  beg  vour  pardon. 

The  Chairman.  And  lias  been  for  the  entire  period  of  its  existence, 

fxt  present  constituted. 
^Ir.  Adamson.  I  can  not,  of  course,  say  that  the  claims  board  has 
ctiono.d  with  100  per  cent  efficiency  since  it  was  organized  here  in 
^ruary  of  1020.     There  was  some  disorganization,  as  the  result  of 
ring  down  from  Philadelj^iia,  and  a  general  procedure  had  not  been 
"O-lly  definitized;  the  relations  with  the  general  controller's  office  had 
1  then  been  established,  and  I  might  say  since  about  last  June 
or>'thing  from  our  point  of  view  has  function(»d  remarkably  well. 
The  Chairman.  You  think  that  since  this  policy  and  procedure 
tx^s  become  fixed  and  settled  that  the  board  has  considered  matters 
^^^thout  loss  of  time,  and  followed  the  general  ]iohcy  laid  down  and 
^^»nsacted  its  business  with  dispatch  and  efTiciency? 
Mr.  Adamson.  Yes,  sir. 

The  Chairman.  And  I  assume  that  your  estimates  that  matters 
ould  be  concluded  by  January  of  1022  was  ]>redicated  upon  the 
>q)ectation  that  the  board  would  continue  to  function  in  the  future 
it  has  since  June  of  last  year? 

Mr.  Adamson.  Yes;  but,  Mr.  Chairman,  when  I  estimated  it  would 
^»ke  a  year  to  clean  up  everything  I  did  not  mean  to  convey  the 
X^npression  that  the  claims  board  would  have  to  remain  in  existence 
t.liat  long. 

The  Chairman.  Oh,  no. 

Mr.  Adamson.  I  really  believe  the  claims  board  will  have  finished 
Xrork  in  six  months  from  this  date. 

The  C^iairman.  1  understood  that.  But  I  said  it  will  be  necessary 
for  the  claims  board  to  complete  its  work  before  these  matters  can 
1)6  adjusted. 

Mr.  Adamson.  Yes,  sir. 

The  CiLMRMAN.  If  vou  are  going  to  follow  the  procedure  that  has 
been  followed  heretofore,  exce])t  in  some  instances  which  you  have 
mentioned — since  Admiral  Benson  has  been  chairman  of  the  Shipping 
Board,  has  he  settled  cases  without  reference  to  recommendations 
of  yourself  or  the  claims  board  ? 

Mr.  Adamson.  I  believe  that  Admiral  Benson  insists  upon  having 
the  claims  board  )/ass  upon  everything  before  he  has  anything  to  do 
with  it. 

The  Chairman.  And  there  have  been  no  exce])tions  to  that,  so  far 
as  you  know? 

Mr.  Adamson.  There  may  have  been  exceptions,  but  I  have  not 
been  advised  of  them. 

The  Chairman.  I  sav,  so  far  as  vou  know,  there  have  been  no 
exceptions  ? 
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Mr.  Adamsox.  I  do  not  recall  any  case  that  has  gone  before  Adminl 
Benson  that  had  not  heon  before  the  claims  board.  -^ 

The  CiiAiiiMAN.  Did  the  Hog  Island  settlement  come  before  dn"' 
claims  board  ^ 

Mr.  Adams<^x.  The  Hog  Island  settlement  was  discussed  I  beta 
before  the  old  claims  board,  but  was  not  a  claims  board  settlemenL 
I  think  it  was  a  direct  negotiation  between  the  heads  of  the  Fleet 
C()r])oration  and  the  American  International  Co. 

The  Chairman.  Tlie  board  made  no  recommendations  in  that, 
they  ? 

Mr.  Adamson.  I  do  not  recall  any  recommendations. 

The  Chairman.  Tliey  were  not  asked  for  any,  so  far  as  you  re- 
member ? 

Mr.  Adamson.  I  was  not  asked  for  any. 

The  Chairman.  You  were  not  asked  for  anv,  and  neither  was  tiie 
claims  board,  tis  far  as  you  know? 

Mr.  Adamson.  I  do  not  know  that  the  claims  board  was  ever 
asked. 

The  Chairman.  I  thhik  vou  testified  that  the  Bethlehem  Co.  hid 
not  ])een  settled  with  yet,  definitely. 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  they  filed  their  claim? 

Mr.  Adamson.  Yes,  sir. 

The  Chairman.  Have  you  looked  into  it? 

Mr.  Adamson.  Yes,  sir. 

The  ('iiAiKMAX.  How  much  does  it  involve? 

Mr.  Adamson.  There  are  quite  a  number  of  these  claims,  andl 
could  not  tell  you  the  amounts.  When  I  say  they  have  **filed  their 
claims,"  Mr.  Chairman,  I  do  not  mean  to  say  they  have  filed  allrf 
their  claims,  ])ecause  one  contract  was  recently  canceled  over  at  their 
Sparrows  Pohit  yard,  on  which  they  have  not  filed  claims. 

The  Chairman.  Can  you  give  us  any  idea  how  much  their  claiins. 
which  have  been  filed,  involve? 

Mr.  Adamson.  Well,  their  claim  on — ^just  take  the  Liberty  phuil 
at  AlanKMla,  Calif.,  as  an  example.  In  that  case  their  net  claim  was 
about  SSO.S,()0(). 

Th(»  Cir.viRMAX.  For  what  ? 

Mr.  Adamson.  The  Liberty  plant  was  to  be  a  yard  equipped  U) 
build  20  large  trausjxu'ts,  and  we  canceled  the- 20  transports.  Inte 
the  contra't,  in  cases  of  cancellation,  we  had  to  pay  them  a  certaiB 
p(n*eentage  of  the  cost  of  ship  construction  work  and  the  cost  of  the 
plant. 

The  Chairman.  Was  there  a  plant  there? 

Mr.  Adamson.  Th(>r(»  had  been  a  great  deal  of  money  spent  on  the 
coustruttion  of  tlie  i)lant.     The  plant  was  not  completed. 

The  Chairman.  Was  there  any  ways  at  all? 

Mr.  Adamson.  I  do  not  believe  they  had  got  to* that  point. 

Tlie  Chairman.  It  was  just  a  big  buildijxg  put  up  there  i 

Mr.  Adamson.  There  had  ]>een  a  great  deal  of  grading. 

The  Chairman.  Th(\v  carted  in  a  Tot  of  sand  and  leveled  it  off,  put 
up  a  big  buildhig,  and  then  used  it  for  a  storage  plant? 

Mr.  Adamson.  There  had  hoen  over  $4,000,000  worth  of  work  done 
on  the  plant. 

Tiie  Chairman.  Who  pau\  iox  \X\aV> 
Mr,  Adamson.   The  E.mcT?,^\\cv  ^\^^v  ^OT^Qt^>Cv3vs., 
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e  Chairman.  What  is  the  Bethlehem's  claim  of  $800,000  based 

IMt.  Adamson.  That  was  based  on  a  profit  on  the  work  done  at  the 
lant. 

TTlie  Chairman.  A  profit  on  the  work  done  by  whom? 

.  Adamson.  By  themselves  and   their  contractors  in  starting 
plant. 
The  Chairman.  Wliat  work  did  they  do  at  the  Liberty  Plant? 
34r.  Adamson.  They  were  our  agents  or  superintendents  in  charge 
tlie  work. 

The  CiLMRMAN.  They  supervised  the  starting  of  the  dumping  in  of 
is  sand,  did  they  not? 

A4r.  Adamson.  They  supervised   the  work   that  was  done;  they 
ire  responsi])le  for  it  uncler  the  contract. 
The  Chairman.  But  they  did  not  pay  anythino;  for  it? 
^At.  Adamson.  The  Fleet  Corporation  met  the  nills. 
The  Chairman.  The  Fleet  Corporation  paid  the  bills,  and  they  want 
0,000  profit  on  the  work  which  they  simply  supervised,  but  which 
et  Fleet  Corporation  paid  for;  that  is  it,  is  it  not? 
ISAt,  Adamson.  Yes,  sir. 
The  Chairman.  Have  you  examined  into  the  expense  account  of 

Bethlehem  contracts? 
Irfr.  Adamson.  In  certain  contracts  I  have  looked  into  some  of 
Ciir  costs. 

The  Chairman.  Their  costs? 
Mr.  Adamson.  Yes. 

The  Chairman.  Have  you  made  any  detailed  examination  of  any 
their  costs  ? 

Mr.  iVDAMsoN.  I  personally  have  not  made  a  detailed  examination, 
"^t  have  caused  detailed  examinations. to  be  made  into  costs  in  cer- 
^^^iii  yards  in  connection  with  certain  work.     For  instance,  the  Harlan 
«  HoUingsworth — the  Harlan  plant  at  Wilmington. 
The  Chairman.  Is  that  a  Bethlehem  plant  ? 

Mr.  Adamson.  Yes;  the  general  comptroller's  department  is  now 
^^nducting  an  audit  into  their  costs,  but  I  have  not  charge  of  that 
^v.  Chiarman. 

The  Chairman.  You  do  not  look  into  the  question  of  salaries  of 
^fiicers  of  sliip  construction  plants,  do  vou  ? 

.     I^lr.  Adamson.  In  connection  with  claims,  in  analyzing  overhead, 
^  the  salaries  were  excessive,  we  do  make  ol)jections. 
The  CiLviRMAN.  You  do  ? 
Mr.  Adamson.  Yes,  sir. 
_^  The  Chairman.  Do  you  find  anv  salaries  in  any  of  the  Bethlehem 
^^-<>.'s  plants  to  which  you  have  made  objections? 
Mr.  Adamson.  I  have  not,  based  on  the  overhead. 
The  Chairman.  You  have  not  got  to  that  yet  ? 
Mr.  Adamson.  No,  sir. 

The  Chairman.  Do  you  know  whether  anybody  has  in  the  comp- 
troller's department  ? 

Mr.  Adamson.  I  think  that  Mr.  McKeon  can  advise  you  of  the 
Present  status  of  the  Bethlehem  audit. 

Mr.  CoNNALLY.  Mr.  Adajnson,  I  believe  you  stated  that  they  have 
already  made  a  settlement  with  the  American  International  at  Hog 
Island,  known  as  the  Hog  Island  plant  "^ 
Mr.  Adamson.   Yes,  sir. 
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Mr.  C0NNAI.LY.  Is  that  a  complete  and  final  settlement  ? 

Mr.  Adamson.  Well,  tliat  is  as  far  as  the  basis  is  concerned, 
course,  in  turning  over  the  yard  there  might  be  something  in 
tion  to  accounting  come  up  there.     Witli  a  yard  and  plant  as  big 
tliat  there  are  so  many  innumerable  details  that  you  can  never sayi 
liand  tliat  it  is  a  iinal  settlement. 

Mr.  CoNNALT.Y.  In  making  the  settlement  with  Hog  Island,  <Uj 
the  question  of  salaries  of  ofUcials  and  things  of  that  kind  enter  into] 
the  matter,  sucli  as  Mr.  Walsh  asked  you  about  Bethlehem? 

Mr.  Adamsox.  I  can  not  tell  just  what  they  took  into  considcn-j 
tion,  Mr.  Connally.     Tnder  the  contract  for  the  Hog  Island  withtiai 
American  International  Co. — of  course,  we  paid  all  of  certain  salaries, 
salaries  of  p(H)ple  engaged  there,  and  wo  nad  to  approve  those  ptj 
rolls  currently. 

Mr.  CoNXALLY.  As  tliey  went  along? 

Mr.  Adamsox.  Yes,  sir. 

Mr.  CoxxALLY.  You  said  something  this  morning  about  the  Dow- 
ney slnpbuilding  concern.  I  do  not  recall  now  as  to  whether  or  not 
3'ou  said  the  iinal  settlement  had  been  made  with  that  company? 

Mr.  Adamsox.  Tlie  award  has  been  made  by  tjie  claims  board. tat 
it  lias  not  been  accepted. 

Mr.  CoxxAT.LY.  It  lias  been  made  by  the  claims  board,  butith* 
not  been  accepted,  and  no  money  has  been  paid? 

Mr.  Adamsox.  TIhtc  liave  l)een  payments  in  excess  of  the  amount 
of  th(^  award. 

Mr.  ('ox X ALLY.  In  other  words,  on  the  basis  of  the  award  the 
D()wn(\v  Sliip1)uilding  Co.  owes  the  Shipping  Board  money? 

Mr.  Adamsox.  Y(^s,  sir. 

Mr.  CoxxALLY.  Is  it  not  a  fact  that  this  Downey  Co.  is  in  the  hands 
of  receiveis  or  in  bankruptcy  ?  It  seems  to  me  1  saw  something  of 
tliat  kind. 

Mr.  Adamsox.  Tliey  are  in  the  hands  of  a  receiver. 

Mr.  Coxx  ALLY.  Afew  days  ago,  if  I  am  not  in  error,  I  saw  an  account 
in  tlie  j)aper  wliere  some  kind  of  creditor  proceedings  had  beeninst- 
tuted^ 

Mr.  Coxx  ALLY.  And  this  American  Shipbuilding  Co.'s  program  is 
a  Cleveh\nd  concern;  I  believe  you  said  it  was? 

Mr.  Adamsox.  Yes,  sir. 

Mr.  CoxxALLY.  Tlie  upshot  of  that  was  that  they  started  ouloni 
hnni)-sum  contract  '. 

NIr.  Adamsox.   Yes,  sir. 

Mr.  CoxxALLY.  And  it  was  later  changed  to  a  cost-plus  contract! 

Mr.  Adamsox.   Yes,  sir. 

Mr.  CoNXALLY.  And  tlien  when  the  settlement  was  about  to  be 
made,  they  fixed  on  a  Hat  sum  of  $131,000,000  for  the  completion  of 
all  sliips  as  a<j:ree(l  on^ 

Mr.  Adamson.   Yes.  sir. 

Mr.  CoxxALLY.  So  it  was  really  changed  twice? 

Mr.  Adamsox.   Yes,  sir. 

Mr.  CoxxALLY.  But  by  reason  of  that  change,  on  the  face  of 
things,  you  saved  $<S,()()(),()00,  and  in  addition  to  that  whatever  sums 
had  accrued  by  reason  of  additions  to  or  changes  in  the  existing 
plant.      Is  that  correct  ^ 
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.  Adamsox.  By  reason  of  the  first  change,  converting  the  lump- 
contracts   into   cost-plus   contracts,  in    1918,   on   the  face  of 
p — ^we    saved   over   $8,000,000   and  had  estimated  savings  of 

[)ximately  $15,000,000.  ^r^Vi  •         . 

\  Conn  ALLY.  By  reason  of  what?  Where  did  this  come  in? 
r.  Adamson.  The  changes  and  extras  and  things  like  that.  I 
i  to  make  it  quite  clear  that  that  saving  was  in  1918  when  Mr. 
changed  this  contract  from  a  lump  sum  to  cost  plus, 
r.  CoNNALLY.  I  understand,  but  you  did  not  ascertain  that  sav- 
however,  until  the  cost  plus  w^ork  had  been  done  and  the  settle- 
bhad  been  reached  sometime  later? 

'.  Adamson.  Of  course,  we  could  not  tell  what  the  saving  would 
itil  we  determined  the  cost  plus  cost. 

.  CoNNALLY.  But  whcu  you  finally  did  determine  that  you  found 
^ad  made  an  apparent  saving  of  $8,000,000,  and,  in  addition 
at,  whatever  sums  you  would  find  obligated  for  by  reason  of 
jes  and  improvements  on  the  plant. 

.  Adamson.  Mr.  Connally,  as  a  matter  of  fact,  we  never  did 
mine  what  the  saving  would  have  been,  because  we  never  deter- 
d  what  the  cost  would  have  been  on  the  cost  plus  contract. 
1  Mr.  Gillen  negotiated  the  settlement  reconverting  to  a  lump- 
contract,  of  course,  he  sot  up  a  definite  lump-sum  figure. 
.  Connally.  I  know.  But  did  not  you  use  as  a  basis  for  that 
5ment  the  cost  plus  expenses  and  costs  that  had  been  paid,  as  far 

ev  had 

\  Adamson  (interposing).  Oh,  no;  the  contractor's  estimate  of 
,  the  lump  cost  would  be  under  the  cost-plus  contract  was  only  an 
late  which  the  contractor  himself  refused  to  certify  or  guarantee. 
•.  Connally.  As  a  matter  of  fact,  did  they  go  on  to  build  all  these 
I  under  that  $131,000,000  settlement? 
\  Adamson.  Yes,  sir. 

•.  Connally.  And  deliver  them  to  the  Government? 
•.  Adamson.  There  have  been  some  claims  on  account  of  changes 
extras  and  things  of  that  kind. 

*.  Connally.. What  I  mean  is,  by  reason  of  this  settlement  in 
nee  of  the  actual  delivery  of  these  ships,  did  or  did  not  the 
ping  Board  lose  any  money,  or  did  they  go  on  and  build  ships 
deUver  tliem  to  the  Shipping  Board  for  the  $131,000,000,  sub- 
bo  such  changes  as  were  brought  about  by  changing  pattern  or 
ions  ? 

'.  Adamson.  They  went  ahead  and  completed  on  the  lump-sum 
of  the  hitest  contract,  but  whether  or  not  they  lost  money,  we 
lot  tell.     Wc  would  have  to  find  out  what  the  cost  would  have 
under  the  cost  phis, 

.  Connally.  What  I  mean,  is  by  reason  of  arranging  settle- 
before  you  actually  got  the  ships,  the  company  did  not  beat 
mi  of  any  money;  they  went  on  and  completed  the  ships   and 
id  them  over? 

.  Adamson.  They  did  not  beat  us  out  of  any  money  in  that 
There  was  that  possibility  of  a  loss,  due  to  the  fact  that  the 
under  the  cost  plus  might  have  been  considerably  less   than 
000,000. 

.  Connally.  I  understand  that,  but  there  seemed  to  be  some 
,  that  the  board  had  acted  very  foolishly  and  improvidently  in 
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settling  on  the  $131,000,000  before  the  compktion  and  ddifi 
But  you  withheld  payment,  as  I  understand? 

Mr.  Adamson.  We  had  already  paid  about  $121,000,000  at 
time  this  last  contract  was  made,  and  there  remained  to  be] 
only  about  $10,000,000,  wliich  has  been  paid  currently. 

Mr.  CoNNALhY.  You  stated,  in  the  case  of  the  Saginaw  Compai 
believe  it  was,  that  the  company  had  agreed  to  accept  a  certain fij 
in  settlement,  and  ajb  a  later  date  had  the  books  audited  amiseci 
a  larger  sum  than  they  had  agreed  to  take.  How  did  that  hap; 
In  brief — you  need  not  go  into  all  the  details. 

Mr.  Adamson.  What  I  want  to  say  is  that  they  employed  d 
eroiis  accountants  to  prepare  a  claim  and  set  up  a  claim  !romt 
books,  and  that  they  increased — that  is,  their  claim  as  finally  i 
mitted — was  more  than  $1,000,000  in  excess  of  the  amount  vi 
they  had  agreed  in  De?ember,  1919,  to  accept.  A  great  dea 
that  increase,  as  I  recall  it,  was  due  to  claims  for  unabsorbed  c 
head. 

Mr.  CoNXAhLY.  What  I  am  tryuig  to  get  at  is  that  aft<»r 
agreed  to  accept  that  original  sum,  why  did  not  the  Shiopiiig  B 
go  on  and  settle  with  tliem  without  waitmg  and  giving  thw 
opi^ortunity  to  go  out  and  rake  up  other  matters  ? 

^Ir.  Adamson.  Because  the  then  chairman  of  the  claims  h 
felt  that  the  amount  awarded  bv  the  district  claims  board  wass< 
what  excessive,  and  that  they  were  getting  too  much. 

Mr.  Coxnai.ly.  There  was  some  contract  this  morning  tha 
said  was  settled  m  order  to  save  an  audit.  Was  that  this  Amei 
Shi])])uilding? 

Mr.  Adamson.  The  American  Shipbuilding  Co.  was  one. 

^fr.  Conn  ally.  You  say  that  was  in  order  to  avoid  another  a 
Is  it  not  a  fact  that  you  had  local  auditors  at  the  diflerent  plan 
these  (;om])anies  which  had  been  carrymg  on  an  audit  as  they 
along? 

Mr.  Adamson.  With  the  begumbig  of  the  cost-plus  cont 
()ct()])er  24,  1018,  we  had  to  mstallli  system  of  current  audit  c 
expenditures.  Up  to  that  time,  durmg  the  lunxp-suin  perioi 
course,  we  were  not  so  deeply  interested  m  the  audit. 

Mr.  CoNNALLY.  From  that  audit,  though,  covering  the  peri< 
time  for  which  it  was  made,  could  you  not  tell  anything  abou 
])ro])()rtiouat(^  amoiuit  of  work  that  had  been  done  under  the  1' 
sum  contract  and  under  the  cost  plus? 

Mr.  Adamson.  We  never  used  the  cost 

Mr.  CoNNALLY  (interposuig) .  Could  you  not  figure  from  the 
that  you  did  have  fairly  accurately? 

Mr.  Adamson.  I  think  it  would  have  been  verv  imrehable. 

ft 

Mr.  CoNNALLY.  Of  course,  it  would  if  you  had  midertaken  to 
an  a])sohite  setth^ment  on  that,  but  you  could  have  hit  aroum 
neigliborhood.  could  you  not? 

Mr.  Adamson.  We  might  have  missed  it  by  several  million  do 
When  you  are  deahng  with  a  settlement  involving  §132,000,0 
thijik  we  ouojht  to  be  verv  careful. 

Mr.  Connally.  (\Ttamlv  vou  ought.  But  what  I  mean  is 
making  a  partial  audit  is  better  than  none,  is  it  not? 

Mr.  Adamson.  Ye^,  ot. 
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■r.  CoNNALLY.  You  say  you  settled  on  $131,000,000  without  any 

Lit? 

!lr.  Adamson.  Yes,  sir. 

"ir.  CoNNALLY.  It  showed,  do  you  not  think,  that  there  was  an 

Parent  saving  of  $8,000,000  between  the  $139,000,000  and  the 

►  1,000,000  operathig   as  an  inducement  for  these  gentlemen  to 

Ue  on  a  smaller  figure  without  a  further  audit  ? 

bir.  Adamsox.  You  mean  this  last  settlement? 

^.  Conn  ALLY.  This  $131,000,000. 

rfr.  Adamson.  There  was  not  any  opportunity  for  any  saving 

3er  this  last  settlement.     There  was  no  ostensible  saving.     There 

3  no  claimed  saving.     The  contractor  himself  said  that  the  cost 

ler   the  existing  contracts  will  be  $32,515,800.     That  was  in- 

tigated  by  some  of  our  ship  construction  people,  and  some  of  them 

I  this  figure  of  $132,515,000  seemed  to  be  a  fair  translation  of  the 

iting  cost-plus  contract  into  a  lump-sum  figure. 

do  not  believe  anybody  at  the  time  was  deluded  into  the  belief 
t  that  saving  was  being  made  when  we  converted  back  to  the 
.p-siun  basis. 

Tr.  Conxally.  I  understand  that,  but  what  I  mean  is,  this  last 
lement  was  really  a  settlement,  was  it  not  ? 

It.  Adamson.  No,    that  was  a  reconversion    into    a    lump-sum 
tract. 

Ir.  CoNNALLY;  Whether  you  call  it  a  settlement  or  a  reconversion, 
re  was  still  an  a])parent  saving  over  the  original  $139,000,000? 
Ir.  Adamson.  Over  the  original,  yes. 
Ir.  CoNNALLY.  That  is  what  I  am  talking  about. 
Ir.  Adamson.  Yes. 
Ir.  CoNNALLY.  Did  that  or  did  it  not  operate  as  an  inducement 

the  officials  of  the  Shipping  Board  to  accept  that  figure  without 

r  further  controversy  or  audit  rather  than  to  have  to  go  back  and 

e  chances  ? 

Ir.  Adamsox.  I  do  not  see  how  it  could  have  operated  as  an 

ucement,  because  we  knew  that  the  only  possible  saving  had 

3ady  been  made  in  the  merging  of  the  lump-sum  contracts  into  the 

t  plus  contracts. 

Ir.  CoxNALLY.  Did  you  know  how  much  the  cost-plus  contract 

3  going  to  amount  to  ? 

Jr.  Adamson.  We  did  not  know. 

fr.  CoNNALLY.  No;  how  did  you  know,  then,  whether  you  had 

de  a  saving  or  not? 

fr.  Adamsox.  I  say  tliat  the  only  ])ossible  savings  had  been  made, 

using  the  contractor's  own  figures  under  the  cost-plus  contract, 

saving  would  have  l)een  about  $20,000,000,  the  savings  made 
nging  to  the  cost  plus. 

Ir.  Steele,  ^"ou  referred  awhile  ago  to  a  contract  with  the  Green 
r  Steamshi])  Co.  WHitit  was  that  original  contract  and  when  was 
lade  ? 

[r.  Adamsox.  Po  you  mean  the  construction  contract  for  the 
3truction  of  the  sliijs  t 

fr.  Steele,  ^'es;  if  that  was  the  start  of  it. 

fr.  Adamsox.  Well,  it  started  on  November  3,  1919,  when  the 
ra  Co.  made  a  contract  with  the  G.  M.  wStandifer  Construction 
poration  for  the  construction  of  five  vessels. 

1 77068— 21— PT  9 5 
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Mr.  Steele.  That  was  after  the  termination  of  the  war. 
the  Government  making  new  contracts  for 

Mr.  Adamson.  This  was  November  3,  1919.  The  Govenii 
did  not  make  this  contract;  it  was  made  by  the  Nafra  Co.,  apri 
cor])oration. 

Mr.  Steele.  When  did  the  Grovemment  take  an  interest  in 
contract  ? 

Mr.  Adamson.  In  April,  1920,  the  Government  took  over 
contract. 

Mr.  Steele.  That  was  after  the  termination  of  the  war,  was  it 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Did  they  make  new  contracts  at  that  time? 

Mr.  Adamson.  Well,  they  made  this  contract  to  take  over 
Nafra  contract,  finance  its  completion,  and  then  sell  the  ships  1 
to  the  Green  Star  Co. 

Mr.  Steele.  After  the  result  of  those  negotiations,  was  there 
loss  to  the  Government  ? 

Mr.  Adamson.  I  do  not  know,  Mr.  Steele.  The  situation 
changed  since  the  April  20th  contract  was  made.  Tlie  '  reenStai 
made  two  contracls  with  us  on  April  20th,  and  wore  selling  a 
it,  riirlit,  title,  and  interest  in  the  Isafra  contract  to  us. 

Mr.  Stkf.lk.  l5cfore  that,  did  the  (  overnment  have  any  inu 
in  that  contract  whatever^ 

!Mr.  Adamson.  None  until  it  acquired  it  that  day —April  20, 1 
The  other  contract  was  a  contra<*t  to  purchase  thes<»  ships  ^ 
complclcd.  the  ])rice  to  be  their  actual  cost  to  us.  Then  w 
27,  the  hoard  of  trustees  of  the  Fleet  Corporation  adopted  ai 
hition  by  whi^h  that  f)urchasc  was  annulled,  and  we  are  tee 
the  ships  instead  of  selling  them:  that  is,  they  remain  our  prop 
hut  are  jxssiirned  under  an  operating  asreement  to  the  •  reen 
Co.  for  oj)eration  -  under  the  agency  agreement. 

Mr.  SiKKLi:.  Who  was  the  chairman  of  tho  Shippin^r  Boar* 
that  time  ^ 

Mr.  Adamson.  In  April?  Let's  see  -  Admiral  Benson  was  rli 
mon  on  April  20  - 1  am  not  sure,  but  I  think  he  was. 

Mr.  Steelk.  And  vou  are  unable  to  sav  what  the  final  finan 
result  to  th(^  ^  ov(»rnnient  was  on  those  contracts  ? 

Mr.  Adamsox.  Well,  the  result  would  be  that  we  uill  havef 
so  many  million  dollars  for  five  ships.  Now,  what  the  ships  are  vf 
i    '^\M'e  or  loss  problemati<*al. 

Mr.  Steele.  Do  you  know  who  conducted  the  nes:otiation> 
behalf  of  the  •   overnment  m  that  case  ^ 

yU'.  Ai)A>fsox.  1  can  not  sav,  of  mv  own  knowledge.  Thei 
knowl(Hlj;'(»  I  had  of  the  contract 

Mr.  Steele  (intorposinir).  Did  Admiral  Benson  do  it  in  perst^i 
did  somebody  representing  the  board,  or  do  you  know  * 

iNlr.  Adamsox.  1  do  not  know. 

!\[r.  SiKi.LE.  You  have  no  information  on  that  subjeet  at  all' 

!\rr.  Anv.Msox.  The  only  information  I  have  is  of  a  period  a 
the  Anril  20  ecmtravt  liad  })een  made.  My  iirst  knolwedee  ci 
from  (lie  oflice  (►f  Mr.  John  A.  Beck,  who  was  one  of  the  law; 
over  then*  dissociated  with  !Mr.  '  illen,  and  he  sent  me  over  > 
copies  of  the  ctmtracts,  and  askerl  that  certain  payments  be  mad 
the  Standifer  Co.  iu  accordance  with  this  contract. 
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T.  Steele.  You  say  John  A.  Beck  ? 
X.  Adamson.  Yes,  sir. 
T.  Steele.  A  lawyer  of  New  York  ? 
J.  Adamson.  No;  he  was  one  of  the  assistant  counsel. 
J.  Steele.  For  the  ShippinjB:  Board  ? 
J.  Adamson.  For  the  Snippino:  Board. 
b,  Steele.  And  he  was  associated  with  Mr.  (  illen  ? 
fr.  Adamson.  He  was,  I  believe — 1  do  not  know  whether  he  was 
;he  personal  staff  of  Mr.  Gillen  or  not,  but  I  know  Mr.Gillen  used 
on  nis  work  to  a  large  extent. 

r.  Steele.  And  the  first  information  you  had  on  those  contracts 
when  Mr.  Beck  forwarded  you  written  papers  ? 
r.  Adamson.  Yes,  sir;   copies  of  the  contract. 
p.  Steele.  And  did  you  make  pa\Tnents,  then,  in  pursuance  of 
instruction  ? 

r.  Adamson.  Not  in  pursuance  of  that  instruction,  but  we  did. 
le  contract  of  April  20  we  were  required  to  pay  the  Equitable 
t  Co.  of  New  York  $1,850,000,  which  had  been  borrowed  by 
STafra  and  Green  Star  Cos.  to  finance  this  construction  contract, 
^pril  22,  I  believe  that  $1,350,000  was  paid  in  accordance  with 
contract  required. 
r.  Steele.  What  bank  was  that  ? 

r.  Adamson.  The  Equitable  Trust  Co.    I  believe  that  after  some 
ng  back  and  forth  that  in  May — about  May  7 — they  authorized 
district  comptroller  to  make  certain  payments  to  Standifer  in 
lection  with  these  contracts. 
Jr.  wSteele.  Who  gave  the  authorization  ? 
J.  Adamson.  The  general  comptroller's  office. 
Ij.  Steele.  Did  you  ever  talk  to  Admiral  Benson  about  that 
tract  ? 

[r.  Adamson.  No,  sir;  I  never  have. 
Tr.  Steele.  Did  you  ever  talk  to  Mr.  Gillen  about  it  ? 
T.  Adamson.  I  do  not  recall  ever  speaking  to  Mr.  Gillen  about 
contract. 

r.  vSteelk.  The  result  of  it  is,  then,  that  the  Government  in  April, 
^    entered  into  this  contract,  and  bv  reason  of  that  contract 
tne  owner  of  these  five  ships  ? 
r.  Adamson.  Yes,  sir, 

f ,  Steele.  Had  they  been  constructed  at  time,  or  were  they  in 
ae  of  construction  ? 

f ,  Adamson.  Thev  were  in  course  of  construction.    1  am  uncer- 
but  I  believe  that  about  two  of  them  had  been  finished  and 
pleted. 

f.  Steele.  Two  of  them  had  been  finished  ? 
r.  Adamson.  Had  been  finished. 
r.  Steet.e.  Have  the  remainder  been  finished '( 
T.  Adamson.  I  believe  the  last  delivery  was  some  time  the  latter 

of  1920. 
r.  Steele.  Is  the  account  settled  ? 
T.  Adamson.  With  the  Standifer  Co.  ? 
r.  Steele.  Yes,  sir. 
T.  Adamson.  I  do  not  know.     1  should  doubt  it  very  much, 

luse 

T.  Steele  (intorposingj.  Do  you  know  what  aixvowxA,  \\%&  \i^^'tL 
^  on  account  of  it  ? 
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Mr.  Adamson.  No.  sir. 

Mr.  Steele.  Mr.  Adamson,  I  suppose  the  information  I  ha^ 
for  about  this  Green  Star  transaction  can  be  obtained  for  us 
Mr.  Adamson.  Would  you  mind  repeating  just  what  yo 
Mr.  Steele  ? 

Mr.  Steele.  ^Vll  the  information  relating  to  the  contract, 
obtain  and  give  us  in  reference  to  who  negotiated  the  orio:i] 
tract,  what  the  terms  of  the  contract  were,  how  far  thev  h 
ceedcd  with  the  completion  of  the  work,  and  how  muc6  h 
paid  on  account  of  it. 

Mr.  .Adamson.  Of  course,  I  should  be  very  glad  to  furnish  y 
any  information  that  is  available.  I  will  be  very  glad  to  g 
the  amounts  paid  up  to  date,  the  amounts  claimed  and  all 
information. 

But  if  you  will  permit  me,  I  would  like  to  suggest  that  you ; 
more  direct  method  of  getting  part  of  the  information  you  wai 
is,  as  to  who  negotiated  the  settlement.  I  think  that  woul 
with  better  propriety  from  the  trustees,  themselves,  rather  t 
have  one  of  the  subordinates  ask  the  trustees  about  it. 

Mr.  Steele.  Was  this  conducted  on  behalf  of  the  Shipping 
or  the  Kmergency  Fleet  ? 

Mr.  Adamsox.  The  Shipping  Board  and  the  Emergency  Fie 
poration  were  both  parties  to  the  April  20  contract.  In  the  J 
contract  the  Emergency  Fleet  Corporation  was  made  the  age 
representative  of  the  Shipping  Board. 

Mr.  Steele.  I  understand  that,  but  was  it  not  a  ratherunusu 
cedure  for  both  the  Emergency  Fleet  and  the  Shipping  Board 
come  parties  to  the  contract?  Were  not  the  contracts  made 
by  one  or  the  other  ? 

^Ir.  Adamson.  The  contracts  are  usually  made  with  the  1 
States  Shipping  Board,  Emergency  Fleet  Corporation,  that  is, 
struction  contract. 

Mr.  Steele.  From  the  agents  of  the  Shipping  Board,  buty( 
botli  the  Shipping  Board  and  its  agency  tne  Emergency  Flee 
parties  to  tliis  contract  I 

Mr.  Adamson.  I  believe  that  was  on  accoimt  of  the  fact  th 
contract  involved  a  sale  of  property  of  the  Shippincr  Board,  a 
\N  ere  u^ireeint;  to  sell  these  ships  back  to  the  Green  otar  Co. 

Ml'.  vSi  kele.  Did  the  Shippmg  Board  and  Emergency  Fleei 
take  oificial  action  with  reference  to  that;  did  they  pass  resolutii 
the  subject,   both  boards  ? 

Mr.  Adamson.  1  can  not  tell  you.     All  I  had  before  me  was 
of   the   contracts   themselves.     On  July  27,  I   beUeve  it  wa 
year,  1020,  when  the  sale  agreement  was  annulled,  there  was  f 
Union  })y  tlic  Board  of  Trustees  of  the  Fleet  Corporation,  but  I 
of  no  r<'sohition  by  the  Shipping  Board. 

Mr.  vSiekle.  Was  tliere  any  prehminary  investigation  with 
encc  tc>  (he  annulhnent  of  the  sales  contract,  for  instance 
report,  any  statement  to  the  board  itself  as  to  the  proprietyc 
action  ( 

Mr.  Adamson.  I  presume  that  they  must  have  reports  then 
<riii(l(^  for  their  action. 
Mr.  Steele.  Would  not  that  show  who  conducted  negotiatic 
Mr.  Adamson.  It  should. 
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X.  Steele.  Well,  now,  that  is  the  information  we  would  like  to 

Che  data  requested  of  witness,  and  later  submitted  by  him,  is  here 
.ted  in  full.) 

United  States  Shipping  Board  Emeroenct  Fleet  Corporation, 

WashingtOTif  D.  C.f  January  24,  1921. 
•  Joseph  Walsh, 
€!kairman  Select  Committee  on  United  States  Shipping  Board. 

r:  In  accordance  with  the  directions  of  your  committee  I  submit  the  following 
I  in  supplement  to  my  testimony  concerning  the  Nafra  contract  and  the  Fleet 
nration's  relations  with  the  Green  Star  Steamship  Corporation, 
appears  from  the  records  of  the  Shipping  Board  and  from  extracts  from  the  minutes 
I  tne  various  negotiations  with  the  Green  Star  Corporation  were  conducted  by 
Martin  J.  Gillen,  special  assistant  to  the  chairman  of  the  Shipping  Board.  (See 
Bbit  A,  p.  3347.) 

0  state  the  facta  intelligently  it  is  necessary  to  begin  with  a  Fleet  Corporation 
lilct  with  the  G.  M.  Standifer  Construction  Corporation.  This  was  contract 
803  S.  C,  date<l  September  20,  1918,  for  five  9,500-ton  steel  steamers  of  the  Isher- 

1  type,  to  be  built  for  a  lump  sum  price  of  $1,820,000  each. 
live  of  these  vessels  were  suspended  February  11,  1919. 

i  April  14,  1919,  the  G.  M.  Standifer  Corporation  submitted  a  sworn  claim  for 
9,266.54  for  damages  on  account  of  the  suspension  of  the  contract,  made  up 
ly  of  three  items  for  materials  and  finivshed  products  aggregating  $960,898.98. 
that  time  there  was  not  the  slightest  suggestion  that  the  Fleet  Corporation  was 
nsible  for  any  other  materials  than  the  materials  purchased  on  account  of  this 
iided  contract. 

September  5,  1919,  the  cancellation  claims  and  contwcts  board  voted  to  settle 
aims  at  a  cost  to  the  Fleet  Corporation  of  approximately  $183,110.62,  the  con- 
jr  to  take  materials  at  cost.  A  settlement  contract  was  drawn  up  but  not  executed. 
.  September  22,  1919,  the  claimant  re\'i8ed  his  claim  and  increased  it  to' 
6,197.98,  and  included  a  claim  of  $1,043,344.42  for  material  ordered  for  contract 
L56,  which  the  claimant  stated  would  have  been  used  on  the  suspended  contract 

m. 

Qtract  No.  156  was  for  ten  9,500  dead-weight  ton  vessels.     It  was  a  lump-sum  con- 

,  and  the  Fleet  Corporation  was  not  responsible  in  an)^  way  for  excess  purchases 

iterials.     The  contract  was  never  canceled.    At  that  time  it  was  only  about  half 

)leted. 

I  October  7,  1919,  E.  D.  T^evy,  chairman  of  the  cancellations,  claims  and  contracts 

i,  reported  to  Chairman  John  Barton  Payne  that  cancellation  of  contract  No.  503 

d  cost  $2,800,000,  of  which  $1,500,000  would  represent  loss  on  materials. 

appears  from  the  record  that  the  negotiations  for  settlement  were  conducted  by 

Levy  with  Mr.  G.  M.  Standifer  and  Mr.  ('hester  W.  Cuthell,  who  had  been  general 

sel  of  the  Fleet  (Corporation,  but  was  then  representing  the  contractor. 

I  November  1,  1919,  the  contract  for  the  five  suspended  vessels  \inder  contract 

"03  wa.s  formally  canceled  by  the  Fleet  Corporation. 

'0  days  later,  on  November  3,  19 J 9,  the  Standifer  Corporation  made  a  contract 

the  Nafra  Co.  (Inc.)  to  build  live  ships  practically  identical  with  the  five  ships 

iled  under  contract  No.  503  and  requiring  the  same  materials. 

o  days  after  this,  on  November  5,  1919,  Chairman  Levy  reported  to  Vice  President 

Ackerson,  recommending  a  settlement  with  the  contractor  at  a  cost  of 
5,497.38.  This  settlement  reouired  that  the  Fleet  Corporation  should  buy  the 
led  sun^lus  from  the  uncanceled  contract  No.  156  at  cost  plus  handling  cnarges 
cnmediately  sell  the  same  material  back  to  Standifer  at  hall  the  cost  to  the  Emer- 
r  Fleet  Corjioration.  Also,  the  Emergency  Fleet  ( -orporation  was  to  take  over  the 
•ials  for  the  five  canceled  vessels  at  cost  and  9?\\  back  to  Standifer  at  half  cost. 

Ackerson  refused  to  approye  the  recommendation  and  asked  for  the  views  of 
istrict  officials. 

November  8,  1919,  Mr.  Levy  sent  a  long  telegram  to  the  district  cancellations, 
s  and  contracts  board,  giving  details  of  the  proposed  settlement  and  asking  the 

to  wire  if  any  go*>d  reasons  existed  why  the  settlement  should  not  be  made,  and 
Z  "otherwise,  want  your  uncjualified  concurrence." 

November  14,  1919,  the  district  board  convened  and  disapproved  the  Levy  settle- 
in  large  part,  and  the  secretary  of  the  board  was  instructed  to  enter  in  the  minutes 
otest  against  our  acting  on  any  settlement  claims  applying  to  canceled  hulls 
the  district  board  has  no  knowledge  or  record  of  any  such  claims."  Mr.  Levy 
3tified  by  wire  on  November  14, 

November  17,  1919,  Chairman  Levy  wrote  to  the  contractor  that  in  confirmation 
mference  with  Mr.  Standifer  and  \lr.  Cuthell,  he  would  cause  his  board  to  adopt 
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a  fonnal  resolution  to  piirchase  the  materials  from  both  contra<-t?.  Nop.  ofr^indii 
on  the  following  banis; 

1.  All  materials  to  he  wld  to  Standifer  at  44  per  cent  of  cost  if  the  settlenremi 
tiatoil  ])y  Mr.  Levy  should  be  approved  by  Mr.  Ackerson. 

2.  Ml  materials  to  be  sold  to  Standifer  at  50  per  cent  of  the  (*o?t  if  the 
sett lenif Mil  should  not  be  approved  by  Mr.  Aekers?on. 

The  same  day,  November  17,   I1U9,  the  can rellat ions  elaim?  and  contracts 
adopted  a  re.^olution  in  accordance  \s'ith  Mr.  Levy's  promise,  agreeing  to  take 
niiiteriiil  for  a}>proximately  $1,740,541.54,  made  up  of  $841,354.95  from  comrjrt 
1")()  and  .'>!)()S,18<).50  from  the  oancele«l  contract  No.  501^,  and  to  sell  ba<k  eiilwi 
H  ner  cent  or  50  i>(.»r  cent,  the  percentage  depending  upon  Mr.  .Xckerson*?  app 
or  disap])roval  of  trie  entire  settlement. 

Mr.  .\'kers4.)n  a])proved  the  resolution  but  not  the  claims  !H»ttlenient. 

(  oi>v  of  the  re^iolutioii  is  at.ta«-hed  as  Exhibit  B  (p.  3347K 

On  .\ovenil.er  25,  lOl'),  the  Imperial  Shipping  (Corporation,  a  sul)sidiar\- whifkl 
been  formed  by  the  rrreen  Stiir  St^^amship  i'orporation  for  the  purpose, 
live  sWqv  from  the  I'nited  States  Shipping  Board,  as  follows: 

Lancaster $2.»VH 

West  <  avanal 1,SSS,I 

W(\^t  1  awthorn l.SK 

West  Irmo ].*^\ 

West  Islav l.^ll 


Total  purchase  price 10.217, 

Soon  after  this,  Mr.  Levy  was  succeeded  by  Mr.  Charles  F.  Patterson  asohunn 
of  the  claims  board,  who  did  not  recogriize  the  validity  of  the  purchase  and  ale rf^. 
materials.     There  were  further  negotiations  between  Mr.  Patterson  and  Mr.  TutML 

On  January  15,  1!»20,  Mr.  Patterson  wrote  to  Mr.  Cuthell  that,  after  a  conferew 
with  Mr.  (lilien.  he  had  in  min<l  a  proposal  which  he  offered.  This  proposal,  tttl 
more  ad\antageous  to  the  Fleet  (  orywration  in  other  respects,  involved  the  «« 
terms  as  to  the  materials  to  be  punrhased  at  cost  and  sold  at  half-coet. 

Xo  settlenHuiT  was  made. 

At  that  tim(»  tlv^re  was  no  ratification  by  the  board  of  truBtees  of  the  Levy  pordiM 
and  sale,  but  the  ctmtractor  proceeded  to  iLse  the  materials  on  the  Xafra  oontiact. 

The  Xafra  Co.  was  afliliated  with  the  Green  Star  Steamship  Corporation.  iduA, 
throui^di  this  afliliation  appears  to  have  become  the  owner  of  the  Nafra  contract  befatt 
L\^bruary.  1020.  By  that  date  payments  aggregating  $2,2r>5. 140.03  had  been  Bide 
to  the  shi])builder. 

On  or  about  I\'bruary,  1920.  the  Green  Star  Steamship  Corporation  became  deb*- 
(pient  in  its  progress  payments  to  the  shipbuilder. 

On  IVbruary  12.  1020,  the  United  States  Shipping  Board  passed  a  resolutioo  wtol 
four  vessels  to  the  Green  Star  Steamship  (Corporation.  These  vessels  had  been  w 
to  the  Texas  Co.  on  T)ec(?mbre  23,  1919.  but  by  agreement  with  the  Texa«Cati» 
Greifu  Star  Co.  was  substituted  as  purchaser.  Copy  of  the  resolution  of  Febniaiy^* 
is  attaches  as  Exhibit  C  (p.  334K). 

The  ves.sels  were: 

(\inibas |L  S3T.|JJ 

Maine ^'^i'S! 

Sagadahoc ^'^1'55 

Woonsocket L  S37.5W  ] 

Total  purcjiase  ])ri(v 7.350.W» 

t'ive  days  later,  on  February  19.  1920.  the  Green  Star  Steamship  Corporation  b* 
rowed  s'xio.ooo  from  the  Equitable  Trust  Co.  to  make  payments  to  Standifer  on  t» 
Xafra  contract.  ' 

On  April  5.  1020.  the  (Jreen  Star  Corporation  borrowed  $(500,000  more  from  i» 
K(|nitabl(»  Trust  Co.  for  the  same  purpo.^e. 

liy  that  time  ib(»  (ireen  Star  Co.  was  in  serious  difficulties.  It  had  a  ^<^^ 
ind«'bti'(lii(~s  on  its  llect  of  $25,550,921.25,  not  including  mortgages  on  the  \w* 
beini^'  constructed  under  the  Xafra  contract  and  owed  to  banks  $1,300,000. 

On  April  U.  1020.  \]io  Green  Star  Corporation  wrote  to  the  Shippiu?  Board  *» 
ap]>eah'd  for  assistance.  (See  Exhibit  D,  p.  3348.)  In  this  letter  the  company 
requested: 

I.  Tliai  the  yU^'i  Corporation  <lefer  the  remaining  pajTiients  on  the  nino  ?nip' 
])urchas<'(l  and  make  a  new  arram^ement  whereby  the  company  would  have  top*} 
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5ng  for  the  first  two  yoars  except  interest  and  that  at  the  end  of  two  years  pay- 
ts  be  rosxtnied  at  the  rate  of  7 A  per  cent  per  vear. 

That  the  Fleet  Corporation  take  over  the  Kafra  contract  with  Standifer  at  the 
siact  price,  repay  the  Ecjiiitable  Trust  Co.  the  $1,100,000  of  borrowed  money 
pay  a  l)alaii(*e  du?  on  construction  amounting:  to  $4,554,859.32, 

That  the  Oreen  Star  Co.  would  repurchase  the  five  steamers  at  the  same  price. 
^  appears  from  the  record  that  this  application  was  handled  by  Mr.  Martin  J. 
«n. 

•H  April  16,  1920,  Mr.  Gillen  appeared  before  the  Shipping  Board  and  recited  the 
^t  of  the  (jreen'Star  Corporation.  He  submitted  a  plan  for  extending  the  ship 
m  terms  to  12  years. 

-Ction  was  deferred  until  the  follo\Wnir  dav.     (See  extract  from  minutes,  Exhibit 
B.3350.) 
Pn  that  same  day,  April  10.  1020,  Mr.  Gillen  received  a  letter  from  Mr.  Cuthell, 

rting  a  settlement  of  the  Standifer  claims.  (See  Exhibit  E,  p.  3351.) 
April  17,  1920,  Mr.  (iillen  again  appeared  before  the  Shipping  Board  on  the 
•en  Star  mattr»r.  He  suggested  that  the  Standifer  contracts  be  taken  over  by  the 
i6t  Corporation,  the  ships  to  be  delivered  to  the  Fleet  Cor]>oration  as  fast  as  com- 
'ted,  and  stated  that  he  \s'ould  have  an  appro,  riate  resolution  readv  by  Monday, 
liJ  19.     (See  Exhibit  0.  p.  3351.) 

iter  that  mooting  Mr.  Oillon,  on  April  17,  1920,  wrote  to  the  Gre«3n  Star  Steamship 
poration  that  the  Shippinj?  Board  had  decided  to  take  over  the  Standifer  contracts 
take  up  the  Equitable  trust  loan  of  SI, 100.000.  (See  Exhibit  U,  p.  3352.) 
nder  date  of  April  20,  1920.  the  Green  Star  Steamship  Corporation  and  the  Nafra 
Contracted  with  the  Shipping  Board  and  the  Elect  Cor]>oration  to  have  the  Fleet 
K-ration  take  over  the  Nafra  contracts  with  Standifer  and  \o  sell  the  ships  back 
tie  Green  Star  Corr>ora<ion  at  cost  to  the  Emergency  Fleet  Corporation.  There 
i  twocontra('t!:5,one  covering  the  sale  of  contracts,  the  other  covering  the  repur- 
i^  of  the  ships  by  the  (ireen  Star  Co. 

nder  one  contract  the  Emergency  Fleet  Corporation  assumed  the  following  obli- 
>iis: 

!*o  pay  the  unpaid  balance  of  contract  payments  to  the  Standifer 
Corporation,  amounting  to $4, 263, 609.  37 

?o  repay  the  Equitable  Trust  Co.  money  borrowed  by  the  Gr6en 
Star,  amounting  to 1, 350, 000. 00 

Co  credit  the  Green  Star  Corp<)ration  with  progress  payments 
already  made  less  amount  repaid  to  Equitable  Trust,  the  credit 
to  be 2,265,140.63 

Making  up  total  contract  price 7,  878, 750. 00 

!Tie  explanation  of  the  increase  of  the  Equitable  loan  from  $1,100,000  to  $1,350,000 

I  in  the  fact  that  on  that  same  day  the  Green  Star  Co.  borrowed  $250,000  more. 

)n  April  21,  1920,  the  Shipping  Board  adopted  a  resolution  in  accordance  with 

'  two  am  tracts.     (See  Exhibit  I,  p.  3352.) 

)n  April  25,  1920,  there  was  an  exchange  of  correspondence  between  Mr.  Gillen 

1  Mr.  Cuthell  with  relation  to  the  Standifer  contracts.     (See  Exhibits  J  and  K, 

3353.) 

t  appears  from  correspondence  between  the  Green  Star  Co.  and  Mr.  Gillen  that 

ew  corporation  was  to  be  formed  under  the  supervision  of  Mr.  Gillen  or  the  Ship- 

ig  Board  t<:)  operate  the  boats  purchased  from  tne  Shipping  Board.     (See  Exhibits 

udM,  p.  3354.) 

apparently,  on  July  13,  1920,  the  Green  Star  Corporation  appealed  to  Mr.  Gillen 

iave  the  treasurer's  office  suspend  his  attempts  at  collecting  money  due  from  the 

'en  Star  and  its  subsidiary,  the  Imperial  Snipping  Corporation,  for  on  July  22, 

0,  Mr.  Gillen  notified  the  Green  Star  C-oq^oration  that  the  treasurer  of  the  Fleet 

poration  had  been  instructed  that  payments  already  made  by  that  company  and 

subsidiary  would  constitute  full  payment  required  to  date. 

t  the  same  time  Mr.  Gillen  wrf)te  to  Mr.  R.  W.  Boiling,  treasurer,  and  asked  that 

luspend  further  collection  of  the  notes  of  the  Green  Star  and  its  subsidiary.     (See 

libits  N  and  O,  p.  3355.) 

he  next  action  of  importance  was  on  July  26,  1920,  when  representatives  of  the 

en  Star  Steam.ship  Corporation  appeared  before  the  Shipping  Board  and  explained 

:  the  Equitable  Trust  Co.  had  refused  further  credit  and  that  the  company  had  to 

ft  urgent  obligations  of  approximately  $1,100,000.'    They  requestea  assistance 

a  the  Shipping  Board. 
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Mr.  Gillen  su^sted  that  the  board  should  refund  to  the  Green  Star  Co.  the 
ments  made  by  it  on  account  of  the  purchase  of  the  five  vessels  in  the  Standiia; 
and  that  title  to  the  vessels  be  reconveyed  to  the  board,  after  which  the  board  o 
assign  these  particular  vessels  to  the  Green  Star  Corporation  for  operatioD  uiMkri 
usual  agreement. 

The  board  then  decided  to  cancel  the  contract  of  Awil  20,  1920,  under  whidl 
Green  Star  Co.  was  to  repurchase  the  five  ships.     (See  Exhibit  P,  p.  3356.) 

On  the  following  day,  July  27,  1920.  Mr.  Gillen  presented  a  resolution  carn-i 
the  previous  day's  determination.    This  resolution  released  the  Green  Stai  Co. 
the  purchase  agreement,  pro\ided  for  the  refund  of  $2,265,140.63,  and  assigped 
five  flhijxs  to  the  (ireen  Star  (  o.  under  an  agencv  agreement.    This  resoIuiMOi 
adopted.     (See  Exhibit  Q,  p.  3357.) 

Tlie  $2,205,140.63  was  paid  to  the  Green  Star  Corporation. 

Dn  the  same  dav,  July  27,  1920,  the  construction  claims  board  adopted  a  n 
ratifying  and  confirming  the  I^evy  sale  of  materials  to  Standifer  under  the  Nov 
17.  1*919,  resolution. 

On  the  same  day,  July  27,  the  construction  claims  board  adopted  a  resolutiQaM 
save  embarrassment  of  the  Standifer  Corporation  by  resuming  progress  pavnMili 
The  board  of  trustees  concurre<l  in  this  resolution  on  the  same  date.  (See  Eiiihit^ 
p.  3358.) 

On  July  29,  1920,  the  Shipping  Board  adopted  a  resolution  modifying  the  iami 
payment  on  tlie  four  tankers  onginally  sola  to  the  Texas  Co.  and  later  sold  to  tk 
Green  Star  Steamship  Corporation.     (See  Exhibit  S,  p.  3359.) 

On  August  2,  1920,  the  executive  committee  of  the  ooard  of  trustees  adopted  an* 
lution  ratifying  and  confirming  the  Levy  action  of  November  17,  1919,  purchiaf 
materials  at  cost  and  selling  to  Standifer  at  half  cost.     (See  Exhibit  T,  p.  m60.i 

The  district  comptroller  reports  that  the  Fleet  Corporation  has  made  theioUowin 
})aymentp  on  the  five  vessels  under  the  Nafra  contract: 

1.  To  Equitable  Trust  Co |l,35a,O0a» 

2.  To  (jreeu  Star  Steamship  Corporation 2. 265, IttO 

3.  To  G.  M.  Standifer  Construction  Corporation,  including  $319,868.79 

for  materials 4,475,60diV 

Total  payments 8,090,74aJI 

Also,  that  Standifer's  earnings  under  contract  were  as  follows: 

1.  Contract  price '. 7,878,75(HI 

2.  increased  tonnage H,7^i 

3.  (.'hanges  and  extras 140,231* 

Total  earnings 8, 090,761i 

From  the  foregoing  it  will  be  seen  that  Standifer  has  been  paid  in  full,  althoi^ 
he  is  still  claiming  $64,254.96,  covering  legal  expenses  and  interest  on  delayed  pnt 
resa  payments.  TJiis  claim  has  been  referred  to  the  Green  Star  Steamship  Corpontii* 
for  settlement  with  Standifer,  as  it  is  not  regarded  as  a  claim  that  concerns  the  FW 

Corporation. 

Respectfully  submittetl. 

TiLDEN   AdAMSON, 

Assistant  to  the  General  ComptrolUr. 


i 


LIST   OP   EXHIBITS. 

A.  M(»niorandum  from  secretar>'  of  Shipping  Board  regarding  negotiations  ««* 

ducted  l)v  Mr.  Martin  J.  Gillin. 

_  _ 

H.  Resolution  of  cancollations,  claims  and  contracts  board,  dated  November  I'r 
1919. 
('.  R^'soluLion  of  United  States  Shipping  Board,  dated  February  12,  1920. 

D.  Copv  of  letter  writttai  bv  Green  Star  Steamsbdp  Corporation,  dated  April  Hi 
19J0. 

E.  Extract  from  minut<^s  of  Unitcnl  States  Shipping  Board,  dated  April  16, 1930. 

F.  Copv  (»f  letU^r  ^srriUeTv  \>\'  ^Vt.  v^\iv>,^i^M ^ .  ^wvV^VWa  Ut,  Martin  J.  Gillen,  dated 
April  16,  1920. 
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4?t  from  minutea  of  United  States  Shipping  Board,  dated  April  17,  1920. 

of  letter  written  bv  Mr.  Gillen  to  Green  Star  Steamship  Corporation,  dated 

)20. 

of  resolution  adopted  by  United  States  Shipping  Board,  dated  April  21, 

:>f  telegram  sent  bv  Mr.  Outhell  to  Mr.  Gillen,  dated  April  26,  1920. 

of  letter  written  by  Mr.  Gillen  to  Mr.  Outhell,  dated  April  26,  1920. 

of  letter  written  by  Green  Star  Steamship  Corporation  to  Mr.  Gillen.  dated 

'20. 

of  letter  written  bv  Mr.  Gillen  to  Green  Star  Steamship  Corporation,  dated 

120. 

of  letter  written  to  the  Green  Star  Steamship  Corporation  b>  Mr.  Gillen, 

22,  1920. 

of  letter  written  bv  Mr.  Gillen  to  Mr.  R.  W.  Boiling,  treasurer,  Emergency 

•ration,  dated  July  22,  1920. 

ct  from  minutes  of  meeting  of  United  States  Shipping  Board,  dated  July  26, 

L't  from  minutes  of  meetinir  ot  United  States  Shipping  Board,  dated  July  27, 

of  resolution  of  Shipping  Board,  dated  July  27,  1920. 

)f  resolution  of  Shipping  Board,  dated  July  29,  1920. 

of  resolution  of  executive  committee  of  board  of  tnistees  of  United  StattP 

oard,  dated  August  2,  1920. 


kxhibit  a. 

United  States  Shipping  Board, 

Washington,  January  tO,  1921. 

m  to  Mr.  Adamson,  assistant  to  the  general  comptroller. 

to  your  memorandum  of  January  14,  1921,  requesting  information  with 
the  negotiations  between  the  Shipping  Board  and  the  Emergency  Fleet 
with  the  Nafra  Co.  and  the  Green  Star  Steamship  Corporation,  which 
or  submission  to  the  Walsh  committee: 

J  transmitted  herewith  certified  copies  of  extracts  from  the  minutes  of 
the  l)oard  of  trustees  of  the  Emergency  Fleet  Corporation  and  the  United 
ping  Board  concerning  this  matter,  together  with  copies  of  such  correspond- 
be  located,  in  connection  with  the  drafting  of  the  various  contracts  con- 
transactions  between  the  parties  above  mentioned.     The  correspondence 
from  letters  contained  in  the  files  of  the  Shipping  Board  and  in  the  files 
to  the  filing  department  of  the  board  by  Mr.  Gillen  prior  to  his  resigna- 
negotiatious  in  connection  with  the  various  contracts  were  conducted  by 
personally  as  special  assistant  to  the  chairman  of  the  Shipping  Board,  ana 
8  in  question  were  drafted  by  him  with  the  assistance  of  Assistant  Counsel 
ck  and  Lincoln  R.  Clark,  neither  of  whom  are  now  connected  with  the 

John  J.  Fiaherty,  Secretary. 


ExraBFT  B. 

en  by  general  cancellations,  claims,  and  contracts  board,  in 
of   november   17,  1919 g.  m.  8tandifer  construction   corporation 

NO.    156. 

Levy  then  presented  to  the  board  for  consideration  one  of  the  pro- 
lie  settlement  of  the  G.  M.  Standifer  Construction  Co.,  contract  156, 
ihown  to  the  board  that  the  Standifer  Co.  now  has  possession  of  material 
or  contract  156,  which  is  of  the  kind,  quality,  ana  quantity  for  use  on 
I.  This  is  estimated  to  have  cost  approximately  1841,354.95;  and  material 
or  contract  503  is  estimated  at  approximately  $908,186.50,  or  a  total  of 
3ly  11,749,541.54. 

er  proposed  to  sell  the  material  to  the  Standifer  Co.  for  44  per  cent  of  the 
the  materia],  including  inward  handling  charges,  subject  to  an  audit  if  the 
tlement  now  being  negotiated  is  approved  b'y  Coram^TAct  kctewwa..    ^^ 
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the  other  hand,  if  the  cancellation  aottlement  is  notapproved  by  Commander  Ack? 
tho  nnt'Tial  mc^ntioned  it*  to  bo  sold  to  the  Standifer  Co.  at  50  per  rent  of  the  cost] 
inward  h  indlinir  charires.  subject  to  an  andit. 

It  nas  shown  that  all  of  the  material  purchased  ])>*  the  Standifer  Co.  for  tho  bi 
ofshipsund«M' contract  ')():?  ha^l^een  piid  for  by  the(V)ntractorthroiichimpn'ssf^l 
or  p  lid  for  by  the  Emers^ency  Fleet  Corporation  and  charged  to  their  account. 

1 1  is  prop:)scd  further,  in  the  cancellation  adjustment,  or  in  the  Hvent  that  oneiii 
made  wh»»n  tht»  salt*  of  the  material  is  concluded  as  proposed,  the  Emerj?PD(T 
Corp  )r  It  ion  will  in  either  event,  credit  the  contractor  w-ith  the  ix><t  of  material^ 
inward  huidlini;  chirpes  and  thf^n  dispose  of  the  materials  to  the  contractor  on i 
basis  outliniHl  herein. 

After  a  t]iorr>utrh  discussion  of  Chairman  Levy's  proposal,  the  board  was  ui 
of  tin*  opinion  th.it  the  proposed  basis  of  the  sale  of  material  are  the  most  advant 
thU  tlie  Krncrij:(>ncy  Kleet  Cor{)oration  could  expect,  and  adopted  the  following i 
lution: 

''  Rifinhr^l,  That  the  proposals  made  by  Chairman  T^vy  for  the  sale  of  mtterijlij 
the  (].  M.  St  indifer  Construction  Co.  adjustment  be  approved.'* 

Approved.  Xovemher  17.  1919. 

J.  L.  AcKERSON.  Vict  pTwinL 

A  true  recjord  of  board  action  in  me(»ting  of  November  17,  1919. 

F.  C.  JouBERT,  As^udant  i^fcrfiiT^. 
Kemarks:  O.  K.     (E.  D.  Levy.) 


Exhibit  C. 

United  States  Shipping  BoABft. 

Whereas  the  Cnited  Stiites  Shipping  Board,  by  virtue  of  an  agreement  dated  D«e» 
ber  2:^,  MM 9,  agreed  to  sell  to  the  Texas  Co.  four  cargo  vessels  and  four  tankers. deflfr 
nated,  resp(»ctively,  Maine.,  Woon!<ockety  Sagadahoc,  Canihas,  Dingo,  Shmmidm, 
Litjhthiirru-,  and  Aryan  for  the  lump  purchase  price  of  $14,700,000  upon  thepavTMit 
of  25  per  cent  in  cash  and  the  balance  according  to  the  usual  board  tenui;aDd 

WJiereas  the  Texas  Co.  now  de."='ires  to  dispose  of  its  interest  in  the  four  cargo  \'e«A, 
Manic,  Woofisorl-cf,  Shaga(fahoc,Sind  Canibaa.  to  the  Green  Star  Line  and  havetfcf 
purchaser  substituted  in  its  stead  in  the  mortgage  agreement  to  be  he^eafter«x^ 
cuted;  and 

Whereas  there  is  no  objection  on  the  part  of  the  board  to  such  transfer  of  intewt 
now,  therefore,  be  it 

AV,vo/}v^/,  That  the  board  hereby  consents  to  the  substitution  of  the  Green  Star  Liie 
for  the  Texas  Co.  as  the  purchiiser  of  said  four  cargo  vc^ssels. 

1  liereln'  certify  that  the  foregoing  is  a  true  and  correct  copy  of  a  resolution  adopted 
by  the  CiiitcHl  States  Shipping  Board  at  a  meeting  on  Februaty  12,  1920. 

J.  Pierson  James, 
Assistant  Secretary 


Exhibit  D. 

April  14,  1920. 
Admiral  William  S.   Benson, 

ChniniKin  ['in'tol  States  Shippivg  Hoard,  Washiv/fton,  D.  C, 

(iKXTLKMKN:  W<»  dcsin*  t.o  brinur  to  your  attention  the  difficulties  which  ihijcoo- 
pany  has  experienced  in  tinancinLT  its  operations  and  respectfully  request  the  asi.^- 
an(;e  of  vjiur  l)oard  in  obtaining  the  credit  to  which  we  believe  this  company  i« en- 
titled. 

Tiiis  company  l^e^an  operations  in  .luly.  1919.  At  that  time  it  took  over  a  going 
sliippiiiLT  l>usiness  and  live  American  steel  carpro  steamers  with  an  airgreirate  de*d- 
weiudit  capacity  of  about  -l.'),()00  tons.  Shortly  thereafter  the  company  acquired  four 
a<l(liLic)nal  steamers  witli  an  a-rtrrcirate  dead-weiirht  capacity  of  34,400  tons. 

The  company  hasa  paid-in  ca-ih  capital  of  $10,000,000,  which  was  ample  fortheabo^t 
proirram  witlv)ut  any  additional  working:  capital.  Subsequently,  however,  in  ordtf 
to  t^ke  ad  van  taw  of  the  j^reat  opportunities  which  the  company  saw  for  the  develop- 
ment of  protirable  trade  routes  under  the  American  flag,  it  was  deemed  advisable  to 
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aire  additional  tonnage.  Desiring  to  cooperate  with  the  United  States  Shipping 
id  in  its  plans  for  the  sale  of  its  steamers  to  private  companies,  and  being  in  full 
3rd  with  its  plans  for  the  <levelopment  of  trade  routes,  this  company  purchased 
a  the  United  States,  through  your  board,  five  steamers  of  an  aggregate  dead-weight 
■city  of  approximately  46,(X)i[)  tons  at  a  total  cost  to  the  company  of  $10,217,895. 
jt  about  the  same  time  this  company  entered  into  a  contract  to  purchase  from  the 
ited  States,  through  the  Texas  Co.  and  your  board,  four  additional  steamers  of 
•iJgreeate  dead-weight  capacity  of  approximately  39,000  tons  at  a  total  cost  of 
560,000. 

H  addition  to  the  aboyo  vessels,  thi.s  company,  in  Xovember,  took  over  the  con- 
2t  with  the  G.  M.  Standifer  Construction  Corporation  for  the  constructiou  of  five 
b1  cai^o  steamers  of  an  aggregaie  dead-weight  capacity  of  approximately  4S,000 
•  at  a  cost  of  $7,S20,00(),  whieh  contract  had  been  canceled  by  the  Fleet  (A)rpora- 
a.  At  the  time  thes"  eontraet^  and  purchasers  were  made,  we  felt  that  it  would  be 
iparatively  simple  for  this  company  to  obtain  the  financial  assistance  whi(rh  it 
Hired  through  the  New  York  banks  over  and  above  its  own  8ul)stantial  investment, 
•Try  out  the  above  program.  As  an  evidence  of  this  policy,  we  point  to  the  fact 
this  cnnipany  aetually  issued  bonds  on  its  original  nine  steamers  in  the  aggregate 
of  $8,000,000,  which  bonds  were  und<^rwritten  by  leading  financial  institutions 
ie  city  of  New  York  and  \\i<lely  .sold  throughout  the  United  States. 
lis  company  did  not  require  tinanoial  assistan(?e  in  connection  with  its  operations, 
only  a  reasonable  loan  on  a^'count  of  its  capital  investments.  The  earnings  of 
company  have  been  extremely  satisfactory  and  all  of  its  earnings  have  been  re- 
ed in  the  business;  no  dividenils  having  been  paid.  The  company  has  established 
icies  throughout  the  world  and  has  very  rapidly  developed  its  foreign  connections; 
r't  which  we  believe  is  familiar  to  the  division  of  operations  of  the  Fleet  Cor]X)ra- 

0  recapitulate,  the  company  now  owns  approximately  212,000  dead-weight  tons, 
ch  C(wt  upward  of  $44,000,000.  The  comi)any  has  a  mortgage  indebtedness  on  its 
Te  fleet,  excluding  the  live  Stindifer  vessels,  of  $25,5o0,921.2o.  In  addition  to 
vessel  property,  the  company  has  made  other  large  investments  with  a  view  to 
liering  its  shipping  busino.ss.  such  as  the  stock  of  other  steaniship  lines,  dry -dock 
perties,  etc.  This  comi)any  owes  to  banks  on  luisecured  current  obligations 
►roximately  $1,300,000. 

ince  the  company's  program  was  mapped  out  last  fall,  the  attitude  of  the  New 
rk  banks  seems  to  have  completely  changed  and  we  have  foimd  it  absolutely  im- 
sible  to  obtain  any  credit  what(»ver  (m  the  five  Standifer  steamers,  with  the  excep- 

1  of  short-term  loans  aggregating  $1,100,000,  which  have  been  obtained  from  the 
uitable  Trust  Co.,  of  New  York  against  a  mortgage  on  the  first  Standifer  steamer, 
ich  is  now  ready  for  delivery.  Our  efforts  to  obtain  a  bond  issue  at  the  rate  of 
0  per  dead-weight  ton  have  wholly  failed,  although  such  a  bond  issue  had  been 
tatively  arranged  before  we  signed  the  contract,  and  it  was  largely  on  the  strength 
ills  arrangement  that  we  purchased  th(»se  steamers.  One  of  the  banks  which  we 
►roached  in  this  connection  recently  took  the  advice  of  a  supposedly  independent 
>ping  expert,  who  advised  that  the  value  of  new  steel  tonnage  under  the  American 

was  $100  to  $110  per  dead-weight  ton.     This  advice  has  not  only  d^'stroyed  all 
e  of  obtaining  a  long-term  loan  on  the  Standifer  steamers,  but  has  also  seriously 
ired  the  credit  of  this  company  with  bankers  generally,  as  at  such  a  low  price  the 
le  of  its  vessels  woidd  b(i  less  than  the  obligations  for  which  they  stand  as  s-^curity  • 
ither  as  a  result  of  foreign  prr)paganda  or  through  unfamiliarity  with  shipping 
iitions,  American  bankers  have  gained  the  impression  that  shipping  values  will 
reciate  very  rapidly  and  that  it  is  impossible  for  this  company  to  meet  its  oV)Uga- 
8  in  respect  of  the  steamers  purchased  from  your  Imard.  which  are  payable  over 
^ri(xl  of  five  vears.     It  is  no  answer  to  this  difficulty  that  the  banks  are  mistaken, 
ve  fully  believe  they  are.     The  fact  remains  that  neither  our  company  nor  any 
»r  American  steamship  company  can  scdl  shipping  securities  unless  the  Goyem- 
it  modifies  its  terms  of  payment  so  as  to  permit  such  companies  to  present  a  "!^*"^" 

program  which  banks  consider  soimd.     l.'nder  the  terms  of  our  purchases  J^om 


r'board  we  undertake  to  pay  one-half  of  the  purchasti  price  of  the  steamers  wit  n.vi 
year  and  the  remaining  oile-half  within  four  years  thereafter.     Rven  under  ^'V^ 
t  favorable  conditions,  this  is  a  very  heavy  commitment,  considering  ^"^^  a  ^^^^ 

[  of  the  company's  earnings  nuist  go  to  pay  income  taxes.     In  tlie  case  ot  the  n^ 

mers  purchased  directly  from  the  I'nited'States  through  your  board  ^^«/  ;^^r^r 
however,  the  company's  position  is  peculiarly  unfortunate  m  view  ot  tne  co 


on  of  the  vessels  when  taken  over  by  this  company.  Three  of  these  steamy  ^^^ 
ch  were  purchased  after  they  had  commenced  a  voyage,  have  not  y^'V^*^*"?"^^^ 
r  first  vovage  (although  nearly  five  months  have  elapsed)  owing  to  various  aei»««:i_iB 


3350  SHIPPING  BOABD  OPERATIONS. 

in  the  vessels  and  owing  also  to  the  fact  that  when  purchased  ihey  were  in  the  hadi 
of  agents  app<iintod  by  vour  board  and  they  have  not  yet  been  ph^incally  ttnri 
over  to  this  company/  S'ot  only  have  these  three  steamers  earned  no  profits  wkii 
over,  )mt  tiiey  actually  show  up'to  date  a  verv  heavv  loss  to  this  company.  AcotI- 
ingly,  on  the  25th  of  May,  this  company  will  be  called  upon  to  pay  124  per  cnti 
the  pun  haeo  price  of  these  steamers  without  having  any  earnings  to  meet  thi;  pn^ 
mont,  and  in  addition  the  company  will  have  to  absorVi  several  hundred  tltouaii 
dollars  Iohs. 

The  company  is  alpo  in  very  serious  difficulty  in  connection  with  the  Stindiw 
contract,  on  which  it  had  actually  paid  $3,365,140.0:^.  and  on  which  it  mu«l  pir. 
within  tlio  next  two  months,  an  additional  sum  of  $4,554,859.32. 

In  view  of  the  ver>'  substantial  investment  we  have  made  in  these  steamers.  "»^*^HeI 
that  we  arc  justified  in  seeking  the  assistance  of  your  board  in  tiuancing  thp  \ih3a 
of  the  Standifcr  contract.  Not  only  is  this  company  one  of  the  largest  ownrtsol 
American  tonnage,  but  it  is  also  one  of  the  best  ciTstomers  of  your  l»oani.  lotbjai 
and  prospective.  Our  financial  position  is  not  unsound,  but  on  account  of  lijmai 
condiiioHH  in  this  country  we  an.*  not  able  to  establish  our  company  on  asecuiebii 
witliout  sacriticing  some  of  our  property  or  obtaining  some  modifiVAtion  of  our  a* 
tracts  with  vour  board  and  some  assistance  in  connection  with  the  Standifcr steaiwi 

Tlicrcfore.  wc  respectfully  retjuest — 

First.  That  you  defer  the  remaining  payinents  due  in  respect  of  the  steamerel* 
castrr.  HV.v/  Irmo,  Wcftt  CarenaL  West  Cauihon,  We^t  hlay,  Canibas,  Maifu.  fl"o» 
snrh't,  nini  Sn'adnhoc,  amounting  to  $l:i,  175,921.25,  and  make  a  new  anaDseiM: 
whereby  wc  will  pay  nothing  for  the  first  two  years,  excepting  5  per  rent  interest « 
the  alcove  amount :  and  the  said  sum  will  be  paid  in  10  equal  annual  instAllmeoiPtf 
7  J  j)cr  cent  each,  beginning  at  the  end  of  such  two-year  period. 

Second.  As  the  Standifcr  contract  was  a  Shipping  Board  contract,  and  theShippini 
r»oard  was  primarily  interested  in  the  disposition  of  it,  we  reciuest  that  yourMw 
take  o\or  our  present  contract  with  the  l^tandifer  Co.  at  $105  per  dead-weiglii  t* 
payiiii;  to  the  Standifcr  (V>.  the  balance  due  for  the  construction  of  the  sieama 
amount  iug  to  $4.r>t4.S59.:J2.  and  repaying  to  the  Equitable  Trust  Co.,  of  New  York, 
the  sum  oi  .^IJOO.OOO,  which  they  have  ad\'anced  against  the  first  steamer.  Tm 
would  represent  an  inv»>.-Jtment  on  the  part  of  your  board  of  approximately  $120 Jjer 
dead-weight  tmi.  We  will  then  re])urcnase  the  steamers  through  your  board  ariK 
same  price  of  'i<\{\7}  p^v  dead-weight  ton,  giving  a  mortgage  for  the  amount  cyitf 
nve-^tment  us  abovi*  stated.  We  ask  that  this  mortgage  be  on  the  same  terms aad 
conditions  a«j  the  mortgage  des-Tibod  in  the  last  preceding  paragraph. 

Tliirtl.  In  consideration  of  the  foregoing  arrangement,  we  will  agree  that  allw'l 
profits  in  excess  of  10  i)er  cent  earned  during  the  first  two  years  by  the  14  vfi«li 
on  which  your  f)oard  will  hold  mortgage  shall  be  applied  annually,  at  our  opiiot, 
either  un  In  siitisfaction  of  the  lost  payments  due  under  the  said  mortgages,  iv ^' 
in  the  purchase  of  vessels  from  the  Tnited  States  through  your  board. 

Our  linancial  <()mmitmenta  are  so  urgent  that  we  respectfully  urge  an  imme«iiit* 
decision  from  your  board  in  this  matter. 
Very  truly,  yours. 

Green  Star  Steamship  CoRPORAnos. 


! 


Exhibit  E. 

ITnmted  States  Shipping  Boabi* 

Mr.  (lillen.  special  assistant  to  the  chairman,  referred  to  a  communication  receiyrf 
from  the  (inMn  Star  Steamship  (\)ry)oration,  which  corporation  has  purchased  Shiwwfi 
Hoard  stcanu^rs.     Nfr.  (lillen  recited  the  financial  condition  of  the  corporation  aiwth* 
corp;>ration's  need  of  funds  in  order  to  meet  pressing  obligations.    Mr.  Gillen  snb- 
mitt"d  for  the  c^in-iideration  of  the  board  a  plan  to  extend  the  terms  under  which  the 
V(!ss(>ls  were  purchased  by  this  corpf)ration  from  the  board  to  a  period  of  12  yearp.tbf 
lirst  two  years  no  p.iyment  to  b(^  made,  i  nt(»rest  only  to  be  received  by  the  board  on  the 
deftjrreil  payments,  all  earnings  in  excess  of  15  per  cent  to  be  applied  on  the  deferred 
payments  ( mortgage).     ( 'ommissioner  Stevens  suggested  that  it  might  be  possible te 
the  l)o.ird  to  as.-iist  the  (Jn?en  Star  Steiim.ship  Corporation  by  financing  tne  rontnct 
which  th-U  corp  »ration  h.is  with  the  Standifcr  C/onstniction  Corporation  for  the  p;ir- 
chase  of  vessels  at  SlOo  per  ton  in  lieu  of  the  adoption  at  this  time  of  a  plan  which 
would  bo  considered  a  policy  and  thereby  establisn  a  precedent. 
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liter  lengthy  discussion,  during  which  the  chairman,  Admiral  Benson,  stated  that 
would  insist  upon  the  adoption  in  the  very  near  future  of  a  definite  sales  policy  by 
aboard,  it  was  decided  to  defer,  until  the  meeting  to  be  held  to-morrow,  action  on 
I  proposal  as  suggested  by  Mr.  Gillen,  the  latter  to  confer  with  Commissioner  Stevens 
ue  meantime. 

I  hereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  the 
niites  of  a  meeting  of  the  Unitotl  States  Shipping  Board  held  on  April  16, 1920. 

J.  PiERSON  James, 

Assistant  Secretary. 


Exhibit  F. 

New  York,  April  16,  19^0. 
Martin  Gillen, 
United  States  Shipping  Board,  Washington,  D,  C. 

BAR  Mr.  Gillen:  Mr.  White  tells  me  that  you  have  again  given  instructions  to 
b  the  settlement  of  the  Standi fer  matters. 

t  the  present  time,  as  I  understand  the  situation,  it  is  that  the  officials  on  the 
t  coast  will  not  act  because  they  are  waitino:  for  an  interpretation  of  a  letter  by  the 
shington  officials,  and  the  Washington  officials  say  that  they  can  not  act  because 
y  are  waiting  for  information  from  the  west  coast. 

know  that  you  take  the  broad  view  of  these  things,  and  I  know  that  you  must 
•reciate  the  fart  that  American  8hip])uilding  can  not  be  continued,  particularly  by 
efficient  new  ya^d^^,  if  their  settlements  are  so  terribly  delayed  as  tnis  one  has  been, 
have  heard  that  the  hoard  has  made  a  settlement  of  the  Northwest  Steel  cjaimerby 
bg  that  company  a  contract  for  tankers  which  are  to  be  sold 'when  finished  to  the 
nee-Canada  Co. 

.re  you  willing  to  consider  a  similar  suggestion4n  reference  to  the  Standifer  yard? 
^ou  are,  I  will  make  every  effort  to  secure  a  purchaser  and  arrange  the  finances, 
if  you  are  not  interested,  I  wish  you  would  say  so  very  frankly,  because  the  amount 
Ime  and  energy  required  to  work  out  a  detail  of  this  sort  is  very  great. 
Very  truly  yours, 

Chester  W.  Cuthell. 


Exhibit  G. 

llNrrED  States  Shtppinq  Board. 

r.  Gillen  referred  to  the  discussion  at  yesterday's  meeting  with  regard  to  the 
m  Star  Steamship  Corporation's  application  for  change  in  the  terms  under  which 
vessels  were  purchased  by  said  corporation.  He  stated  that  he  had  had  a  con- 
ice  with  Mr.  Eugene  Myers  on  this  matter,  as  a  result  of  which  they  concluded 
jcommend  that  the  terms  of  payment  be  10  per  cent  cash,  5  per  cent  in  6,  12,  and 
lonths,  making  30  per  cent  in  the  first  two  years,  the  remaining  70  per  cent  to  be 

in  10  years,  but  that  until  50  per  cent  shall  have  been  paid,  all  profits  over  15 
?ent  shall  be  applied  to  payments;  He  suggested  that  the  Standifer  contracts  be 
n  over  by  the  Fleet  Corporation  in  their  present  condition,  payments  to  be  con- 
ed by  the  Fleet  ( ,'orporation  and  delivery  of  the  ships  to  be  made  to  the  Green 

Steamship  Corporation  as  fast  as  they  are  completed,  payments  to  be  made  on 
lew  terms  to 'be  arranged  by  the  Shipping  Board,  and  stated  that  he  would  have 
ared  an  appropriate  resolution  for  adoption  by  the  board  on  Monday,  April  19. 
Grillen  stated  that  Mr.  Myers  suggested  that  all  other  outstanding  contracts  of  the 
t  Corporation,  amounting  to  possibly  130,000,000,  be  rearranp:ed  on  terms  similar 
le  foregoing,  in  order  to  establish  a  standard  policy  in  assisting  the  American 
rhant  marine. 

lereby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  from  th* 
ites  of  a  meeting  of  the  United  States  Shipping  Board  on  April  17.  1920. 

J.  Pierson  James,  Assistant  Secretary. 
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Exhibit  H. 

United  States  Shipping  Boai 
WaskingUm,  April  I 
Green  Star  Steamship  Corporation, 

iVeti;  York  City,  N,  Y. 

(Attention  Mr.  Mercadante,  president.) 

Gentlemen:  At  a  full  meeting  of  the  Shipping  Board  thi«  morning,  ai 
conference  with  Mr.  Eugene  Myer,  jr.,  it  has  oeen  decided  to  take  over  the 
contracts  from  you,  make  all  further  payments  to  Standifer,  and  take  up  the 
Tnist  note  of  $1,100,000.  It  was  also  agreed  at  the  same  session  that  we 
the  payments  bv  you  to  Standifer  to  be  spread  over  the  five  boats  as  an  initial 
and  that  we  will  then  give  to  you  on  the  balance,  as  well  as  on  the  mortgage 
due  to  UB  from  you  on  the  other  hine  boats  that  you  own,  the  same  terms  th 
give  to  all  other  piurchasers  of  Shipping  Board  boats.  I  have  given  you  in  (. 
an  outline  of  wliat  those  terms  are,  and  you  will  pardon  me  if  I  do  not  at  thi; 
them  in  wTiting,  but  you  may  state  confidentially  to  your  Y>ankers  what 
heard.  It  is  my  judgment  that  there  will  be  no  delay  m  arriving  at  this  i 
cial  i)oli(.y.  which,  in  the  judgment  of  the  lx)ard  as  well  as  in  the  judgra< 
advisory  business  men  who  met  in  conference  last  Thursday,  this  new  pla 
relieve  the  American  banks  at  this  time  from  any  extreme  qnanring  in 
chases,  ih)  8tal)ilize  marine  securities  for  all  time:  {c)  at  the  same  time  e<i 
Am<*rir-an  Investor,  slowly  but  surely,  to  the  value  of  marine  securities.  & 
fut'in*  buyers  of  sliips  from  shipbuilders  may  put  out  long-time  securitie 
and  thus  stimulate  the  shipbuilaing  industry  in  America. 

I  trust  that  you  will  have  your  contracts  here  on  Monday,  so  that  the  proj 
ment  may  be  mad(»,  and  that  we  may  take  over  our  liabilities  immediatt^ 
Standifer  contract  and  with  the  Equitable  Trust. 
Verv  tnilv,  yours, 

M.  J.  GiLi 
Assijtfant  to  (he  ('h 


Exhibit  I. 

United  States  Shipping 

Whereas  tlie  Green  Star  Steamship  Corporation  and  its  subsidiar>'  and 
corn])ani(*s  have  made  application  to  the  l)oard  to  refinance  certain  of 
purchases  heretofore  made  from  the  board,  the  Texas  (^o.,  and  the  G.  M. 
("onstruetion  Corporation;  and 

Wh(^reas  it  appears  that  the  said  (companies  have  heretofore  paid  in  ex(!e3J 
cent  of  the  purcrhase  pri(*e  of  the  loUowing  14  vessels:  LancoJiter,  Wfst 
West  ('(irnudl,  West  Is/at/,  Weaf  Inno,  J/at:j^,  CmiibaSf  Sagadahoc.  If 
Arc.turus,  Aquarius,  Argus,  Antimous,  Apus;  and 

Whereas  it  appears  that  the  last  tivtvmentioned  vessels,  otherwise  designe 
Nos.  1 1  to  lo,  inclusive,  are  being  constructed  by  the  G.  M.  Standifer  Coi 
Corporation  for  account  of  the  (ireen  Sta.r  Steamship  Corporation:  and 

Whereis  tlie  (rreen  Star  Steamship  Corporation,  or  its  preaeceasor  in  title. 
<  o..  Inn  p.ii<l  on  account  of  the  purchase  price  of  said  five  vessels  tl 
S:5,(il.">,l  10. o:].  leaving  an  unpaid  balance  under  the  contract  of  $4,263,<i( 

Wliereas  tlie  (Ireen  Star  St<'am.ship  Corporation  has  requested  the  Fleet  Ct 
to  purchasi*  the  said  contract  for  the  construction  of  said  fivehuUsand  to  p: 
(f.  M.  Standifer  Construction  Corporation  the  estimated  unpaid  oalance  i 
contra<t  of  $-1.2()3.()(M).37  and  to  pay  to  the  Equitable  Trust  ('o.  of  New 
suin  of  s  1.350.000  heretofore  loaned  by  said  tmst  company  to  said  Green  S* 
sliii)  (\)ri)()ration  and  ])y  th(»  latter  applied  on  account  of  constniction  o 
hulls:  and 

Wh'T.'as  the  Fleet  Corporation  is  willing  to  purchase  said  constniction  con 
said  (Ireen  Star  Steamship  Corporation  and  to  pay  said  stim  of  $4,263.6 
e^tinnted  balance  due  under  said  contract,  as  well  as  to  pay  to  the  Equit 
Co.  of  New  York  the  said  sum  of  $1.350,0(M)  in  liquidation  of  loans  hereto 
by  Slid  trust  company  to  said  (ireen  Star  Steamship  Corporation  as 
provi(h'd  tlie  siid  (ireen  Star  Steamship  Corjwration  undertakes,  by  agrt 
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olvedy  That  the  chainnan  be,  and  he  hereby  is,  authorized  to  make  and  execute 
Bcea^ry  preliminary  and  final  contracts  and  mortgages  to  effectually  carry  out 
»regoing  objects. 

Breby  certify  that  the  foregoing  is  a  true  and  correct  copy  of  a  resolution  adopted 
e  United  States  Shipping  Board  at  a  meeting  on  April  21 ,  1920. 

J.  PiERSoN  James, 

Assistant  Secretary. 

fl 

ExHisrr  J. 

[Telegram.] 

April  26, 1920. 

f  ARTIN  J.  GiLLEN, 

United  States  Shipping  Board,  Washington,  D.  C. 

accordance  with  your  request  over  the  telephone  I  propose  to  send  Standifer  the 
ving  telegram  to-day  if  you  will  wire  me  that  it  expresses  our  understanding: 
rillen  objects  to  your  insistence  on  Nafra  Co.  progress  payment  scheme  notwith- 
Ling  one  million  and  a  half  present  default.  He  will  make  all  necessary  arrange- 
A  to  keep  Nafra  contracts  payments  absolutely  separate  from  all  others  either 
.  or  steel  and  will  pav  you  full  Nafra  contract  price  without  deduction  at  time 
mpletion  last  ship.  He  will  direct  claims  boards  and  Woolley  to  make  prompt 
3ments  on  broad  and  fair  lines  of  all  outstanding  matters.  lie  states  that  if  you 
ot  agree  to  his  suggestion  he  will  recommend  commandeering  of  your  yards  and 
ffin^  your  settlements  into  the  courts.  This  is  a  very  severe  threat.  My  exper- 
3  with  Gillen  in  other  transactions  is  that  while  he  is  severe  he  is  square  and  I 
(ve  he  intends  to  clear  your  entire  situation  up  in  the  very  near  future.  Therefore 
Qditions  above  stated  are  met  I  advise  you  to  aaccept  the  imprest  fund  scheme." 
le  claims  situation  is  not  good.  Jones  reports  to  me  that  W^lley  will  make  no 
nmendatiou  at  this  time  whatever  and  has  ordered  additional  inquiries  to  be 
e    which  will  take  over  three  months. 

0.  w.  cuthell. 

Exhibit  K. 

April  2f),  \\Vj..i 

.LOHG,    CUTHELL   &    EmOUY, 

52  Broad irnijf  New  York  (Hty. 
(Attention  C.  W.  ('uthell,  re  Standifer  contract.) 

EAR  Sik:  Your  telej^ram  of  the  2Gth  instant  at  hand  and  contents  noted.  In 
V  permit  me  to  state  that  the  Standifer  Corporation  failing  to  furnish  sufficient 
Is  to  the  ( Jreen  Star  Line  for  a  portion  of  the  contract  put  them  in  financial  dis- 
J  and  allowed  themselves  to  get  in  the  same  position.  We  took  over  the  five 
racts  and  will  recognize  those  five  contracts  but  will  protect  ourselves  as  to  the 
?rials  taken  from  our  account  and  put  into  those  contracts  and  will  not  pay  the 
difer  Corporation  the  full  contract  price  but  will  deduct  from  that  contract 
amount  o!  materials  they  have  taken  from  the  yards.  We  will  make  progress 
nents  through  an  imprest  fund  for  labor  and  additional  material  to  go  into  those 
s  and  as  soon  as  the  material  account  with  us  is  settled  we  wall  deduct  that  amount 
pay  them  the  })alance  on  the  contract. 

■.  Standifer  threatens  to  prevent  us  carrying  out  that  contract  and  further  involve 
Green  Star  Line.  In  this  regard  we  point  out  to  you  that  we  have  the  power 
iforce  that  contract  for  our  account  under  the  existing  law  by  commandeering, 
further  point  out  to  you  that  Mr.  Standifer  has  a  settlement  pending  before  us. 
will  give  him  the  same  fair  treatment  that  every  other  claimant  receives  and 
rill  not  make  any  promises  as  to  the  kind  of  a  settlement  he  gets  for  neither  the 
difer  Corporation  or  ourselves  are  in  a  trading  position.  What  is  just  and  right 
ill  receive  and  as  promptly  as  it  is  possible. 

t?  hardly  believe  that  the  Standifer  Corporation  is  in  a  positibn  to  threaten  us 
lis  time  after  the  unusual  fair  treatment  his  corporation  has  received  in  large 
profitable  orders  and  unusuallv  large  profit  from  the  standpoint  of  the  money 
3ted.  You,  of  course,  can  send  him  such  a  telegram  couched  in  such  language 
)U  determine  wise  but,  of  course,  I  can  not  permit  you  to  bind  me  by  form, 
lage,  or  interpretation  and  thus  make  a  record  against  the  Fleet. 
Very  tnily,  yours, 

Martin  J.  Gillen, 

Assistant  to  the  Chairman. 
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Exhibit  L. 

New  York,  .4pfil  fS J 
Hon.  Martin  J.  Gillen, 

United  Statea  Shipping  Board, 

Washingtony  D.  C. 

Dear  iSir:  With  regard  to  the  14  vessels  purchased  by  this  company  fromyoj 
their  transfer  to  a  new  cori)oration  to  be  formed  under  your  supervision  and  in 
tion  with  tlie  mort^jje  to  be  given  to  secure  the  unpaid  balance  of  the  purcb 
we  submit  for  your  consideration  the  following: 

The  Green  Star  Steamship  Corporation  owes  in  notes  $3,499,000,  which  i?  na 
follows: 

Bankers  Trust  Co $1 

Banca  Italiaua  di  Sconto 

Credilo  Italiano 

The  Nafra  Co.  (Inc.) 1. 

Making  a  total  of 3, 

This  amount  the  (company  has  utilized  in  the  acquisition  of  vessel  propert)" 
exv>ected  to  repay  these  amount  to  the  above  companies  out  of  the  eamin'> 
vcvssel  property  of  the  company. 

Owin;::  to  the  fact  that  vou  board  proposes  that  the  14  Shippin  Board  vea 
cha.sed  by  this  companv  shall  be  transferred  to  a  new  cor}>oration  to  be  fonnf 
your  BuperWsion,  the  Green  Star  Steamship  (Corporation  will  not  have  th^ 
of  these  vessels  to  apply  in  this  matter  unless  the  equity  of  the  Green  Star  St 
Corporation  in  the  14  vessels  can  be  paid  for  by  the  new  corporation  in  cat" 
extent  of  $3,49'.),000. 

We  respectfully  suggest  therefore  that  you  permit  the  new  corporation  to  pa 
Green  Star  Steamship  ('orporation  out  of  the  earnings  of  these  vesseU*  from 
time  a  sum  sutHrient  ti)  dischar^iie  the  above  obligation.  It  is  estimated  that  t 
iugs  of  t  he  14  vessi^ls  for  the  next  two  years  should  amount  approximately  to  $10 
excluding  taxes,  which  amount  will  be  far  in  excess  of  the  sum  neceasar}-  to  u 
payment  of  the  obligation  above  set  forth,  the  interest  charges  on  the  prop** 
mort^iage  and  the  taxes. 

Tlie  purchase  i>rice  of  the  14  veasels  purchased  from  the  Shipping  Board  am< 
$2">.  140,()45,  of  which  the  Green  Star  Steamship  Corporation  has  paid  to  you 
by  way  of  ('a*<h  aiul  credit  i?6.073,720.  or  approximately  25  per  cent. 
Respectfully,  yours, 

G&EEN  Star  Steamship  Corpoba 
J.  Mercadante,  Presidrtit. 


Exhibit  M. 

April  29, 
Green  Star  Stkam.ship  Corporation, 

/7.)  Broadway,  Xew  York  City. 

l)i:\i{  Siijs:  When  the  new  corporation  is  organized  under  our  direction  bv 
haiidh'  the  Shi])ping  Hoard  boats  which  you  have  purchased  from  us,  we  will 
that  vou  will  handh^  that  corporation  as  vour  own.  Its  assets,  of  cuurse,  will 
to  vou  subject  to  (»ur  rights,  and  vou  will  be  permitted  to  handle  these  aas 
prudent  business  nian  would  handle  them  to  taice  care  of  his  own  business. 

We  will  ex])(»ct  that  >'()U  will  do  no  business  with  that  corporation  except  b 
in  reference  to  th(»se  boats,  that  you  will  keep  \onr  receipts  in  separate  acc^u: 
cash  in  a  separate  bank  account ,  that  you  will  make  all  loans  for  the  operation  < 
boaiP  tlirouirh  that  oi])  iiation,  thus  keeping  the  assets  and  liabilities  of  th(^s 
and  their  operations  separate.  It  is  our  intention  to  endeavor  to  create  a  nu 
marine,  ancj  in  doing  so  we  will  e\])ect  our  customers  to  use  good  business  jU' 
in  conducting'  ilieir  businessand  wedo  not  intend  to  endeavor  to  regulate  their  b 
transactions  h\-  wa/  of  ])(*rsonal  su]>ervision  thereof. 

We  n  )te  that  vou  owe  >:",,  h).),u;):i  on  notes,  the  proceeds  from  which  yo 
invested  in  shi])s  j>urchased  from  us.  in  regard  to  this  matter,  we  will  expc 
you  will  use  the  net  results  fioMi  the  o])eration  of  our  ships  during  the  first  y. 
eight  months  to  apph'  on  the.^e  notes,  for  this  will  then  place  you  in  the  same  ] 
that  we  are  placing  other  \)urchasers  of  shij)s,  since,  assuming  that  you  have 
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^  date  25  per  cent,  under  our  new  terms  we  expect  to  have  a  payment  of  10  per 
Oah,  5  per  cent  everv  six  months  for  at  least  two  yei^rs.  Since  you  have  made 
EBayments  that  would  fall  due  for  18  months,  we  in  fairness  to  you,  because  of  the 
«ey  situation,  will  permit  you  to  take  care  of  the  above  amount,  expecting,  of 
iBe.  that  you  will  talce  care  of  the  interest  on  the  deferred  payments  due  to  us. 
^  Deg  to  remain, 
Very  truly,  yours, 

Martin  J.  ^^-illen, 
Assigtant  to  t  e  (Jhairman 

Exhibit  N. 

United  States  Shipping  Board, 

Washington,  July  ff ,  1920, 
IBN  Star  Steamship  Corporation, 

115  Broadvxxy,  New  York  City. 

bfTLBMEN:  In  reply  to  your  letter  of  the  13th  instant,  I  beg  to  advise  that  the 
■nrer  of  the  Fleet  Corporation  has  been  instructed  that  the  payments  heretofore 
P9  by  you  and  your  subsidiary,  the  Imperial  Shipping  Corporation,  aggregating 
1,784.09,  or  an  eq[uivalent  of  23.8  per  cent  of  the  purchase  price  of  tne  14  vessels 
»ed  shall  constitute  full  payment  required  to  be  made  to  date.  No  further 
its  will  be  required  until  those  provided  for  in  the  new  mortgage  covering  these 
It  is  understood  that  the  payments  under  said  mortgage  will  begin  approxi- 
\y  18  months  after  the  date  thereof. 
Very  truly,  yours, 

M.  J.  GiLLBN,  Truttee, 

Exhibit  O. 

United  States  Shifpino  Board, 

Washington^  July  22, 1920. 
tn:  M.  J.  Gillen. 
B.  W.  Boiling, 
jeet:  Adjustment  of  Green  Star  accounts. 

ou  will  observe  from  the  annexed  statement  that  the  Green  Star  Corporation 
its  subsidiary,  the  Imperial  Shipping  Corporation,  have  paid  on  account  of  the 
i^hase  price  of  the  vessels  indicated  in  cash  and  credits  the  sum  of  $6,089,784.09,  or 
'*■  per  cent  of  the  entire  purchase  price.  Under  the  resolution  of  the  board,  dated 
il  17, 1920.  it  was  agreed  that  the  Green  Star  Corporation  should  execute  a  mortgage 
tiding  for  payments  to  begin  approximately  18  months  thereafter,  which  would 
2e  them  upon  substantially  the  same  basis  as  all  other  purchasers  under  the  new 
posed  ship  sales  plan. 

#hen  the  mortgage  is  executed,  new  notes  will  be  issued  supplanting  those  in  the 
J^B  of  your  collection  department.  Will  you  kindly  advise  that  department, 
refore,  to  suspend  further  collection  of  the  notes  in  their  possession  and  upon  the 
cution  of  the  mortgage  and  the  issuance  of  the  new  notes  thereunder  to  cancel  the 
rent  notes.  , 

M.  J.  Gillen,  Trust ef. 

177068— 21— FT 
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Vessels  purchased  by  Green  Star  Steamship  Corporatio7i  and  it^  subndian. 
Shipping  Corporation ^froin  United  States  Shipping  Board. 


Name  of  vwwel. 

Date 
received. 

Initial  cash 
pajrment. 

Credit. 

Balance  due 

on  notes  and 

mortgage. 

Subdivision  (1): 

Lancaster 

Nov.  25, 1919 
Nov.  11,1919 
Nov.    3,1919 
Nov.  25, 1919 
Nov.  13, 1919 

S331.069.O9 
257,710.23 
257,215.23 
268,545.23 
267,  :»&  22 

$319,779.66 

213. 199. 77 
21.3, 199.  77 
213, 199.  77 

213. 199. 78 

$1, 952. 606. 25    t 

West  Cavanal 

I,4l2,7:ia00      1 

West  Cawthon 

1,411.245.00      ] 

West  Irnio 

l,445.2:55wnO      1 

We^t  Islay 

1.441.6Qa.<U       1 

Total 

1,381,875.00 

1, 172, 57a  75     7, 663. 421. 25    V 

Mar.  24,1920 
Apr.     4, 1920 
Mav     6, 1920 
May  20,1920 

Subdivision  (2): 

Canibas 

459,375.00 
214, 596. 33 

113,852.94      1.264.272.06      1 

Maine 

127.217.56     l,495,6«.ll      1 
172,444.08  ;  1. 6(^*). 055. 92      1 

Saeadahnc 

Woonsocket 

182.603.80     1,654,796.20      I 

Total 

673,971.33 

596,21&38     6,079. 8ia39 

Apr.  29,1920 
May  21,1920 
July    16,1920 

Subdi\'ision  (3): 

Arcturus 

I 

I 

Aouarius 

• 

j!"*!!11."]!!!i.. 

Areus 

:....:: i.. 

A pus  * 

Antinous ' 

1 !... 

1 

Total 

2,265,140.63 

5.6i:i,609.37  !    1 

Grand  total 

4,320,986.96 

1,768,797.13  ,19  :i%  *U0l91    i' 

Initial  cash  payments 

4,320,986.96 

........ 

6,089,784.09 

1 

1  To  be  delivered  August,  1920. 

Total  cost $l'> 

Initial  pu>'ment,  cash  and  credit  (23.8  plus  per  cent) 6 

Balance  due  on  mortgage 19 

(1)  Vessels  included  under  .subdi\'islon  (1)  were  purchased  from  tho  board  on  Nov.  25, 1919.  l 
Smppini;  Ourporation,  a  sub.sidiary  of  Green  Star  Steamship  Corporation,  fcmned  for  thit  pi' 
the  time  of  purchase  3  of  these  vessels  had  begun  their  voyages,  so  that  they  were  token  a>  of  i 
beginning  of  voyage  as  indicated  under  date  received. 

The  mortgages  and  notes  executed  on  Nov.  25,  1919,  bear  interest  at  5  per  cent,  payable  sei 
May  and  Nov.  25. 

(2)  VesscLs  included  under  subdivision  (2)  were  purchased  by  Green  Star  Steamship  Cwporatj 
the  Te.xus  Co.,  that  company  and  the  Shipping  Board  agreeing  to  the  substitution  of  Green  Star 
Corporation  in  place  of  Texas  Co.  in  contract  of  purcha!^  from  the  Shipping  Board.  Only  one; 
and  mortgage  covering  the  stcam.ship  Canibas  has  been  executed  by  Green  Star  as  Shipping '. 
mittee,  delivery  of  other  vessels  to  be  made  on  understanding  that  these  vessels  were  to  bei 
new  mortgage  coverinj;  the  14  vessels  purchased  from  the  board,  when  ship  sales  policy  finaOy 

(;^)  Vessels  include  i  under  subdivision  (3)  were  purchased  by  Green  Star  Steamship  Corpor 
the  board  under  contract  daterl  Apr.  20. 1920.  These  vessels  were  then  in  course  of  consiruclioib; 
Con  (ruction  Corporation  at  Portland,  Oreg.  Since  the  execution  of  contract  these  vessels 
delJM'rcrl  to  Green  Star.  The  remaining  2  will  be  delivered  in  August.  The  purvha.<.e  price  an 
of  nicrtKaKc  is  only  tentative,  as  the  vessels  may  be  of  greater  tonnage  than  9,6(N>  dcudwei^t  ead 
event  the  board  will  probably  pay  Standifer  Corporatidh  such  increased  purchase  price  has 
per  dcadw  eight  ton  of  each  of  said  vessels  and  Green  Star  Corporation  will  then  owe  the  board  ; 
on  mortgage. 

Green  Stab  Steamsbxp  Cokp( 


Exhibit  P. 

United  States  Shipping  1 

Mr.  Robert  Mc(ire}zor  and  Mr.  Charles  F.  Quanlrell,  of  the  Green  Star  S 
Corpf^ration,  app(»ared  ])efore  the  board  in  conne:'tion  with  the  fiuancial  c 
of  that  (•om])any.  Mr.  MrGregor  stated  that  the  Green  Star  Steamship  Co 
liad  to  meet  urgent  obli^tions  durini?  the  month  of  July  to  the  extent  of 
mately  §1,()0(),0()(),  and  that,  as  the  ftquitable  Trust  Co.,  of  New  York  C 
whom  this  companv  liad  been  conductin.^  ita  business,  had  refused  further  ( 
of  credit,  due  to  tlie  present  uncertain  conditions  in  the  shipping  buaines 
found  necas8ar\'  to  present  the  matter  to  the  Shipping  Board  with  a  reques 
possible,  pome  assistancte  be  rendered. 
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«  McGregor  explained  that  his  company  was  operating  24  vessels,  that  no  further 
■ents  were  due  on  the  vessels  purchased  from  the  board  until  April  1,  1921.  He 
'^th  the  board  a  copy  of  a  consolidated  balance  sheet  of  the  Green  Star  Line 
June  1,  1920,  which  included  all  subsidiarv  companies,  except  Stnithers  & 
■k  (Inc.). 

..McGregor  called  attention  to  the  fact  that  the  statement  showed  a  surplus  of 
^,205.80,  and  informed  the  board  that  the  earnings  of  the  Green  Star  Line,  which 
m  opinion  were  very  satisfactory',  had  been  absorbed  in  the  pajinents  of  install- 
of  the  vessels  purchased  from  the  board,  as  well  as  in  the  creation  of  a  sinking 
flor  the  retirement  of  the  bonds  outstanding  within  five  years.  He  stated  that, 
lack  of  sufficient  operating  capital,  it  liad  been  necessary  for  the  corporation 
freight  revenues  in  order  to  meet  voyage  expenses,  and  that  as  the  banks 
to  make  further  ad\'ances  upon  this  basis,  the  company  was  placed  in 
it  difficult  situation. 
1^.  McGregor  and  Mr.  Quantrell  withdrew  from  the  meeting  at  this  point. 

considered  very  important  that  this  company  be  assisted  in  its  present  dilfi- 
if  possible,  as  the  bankruptcy  of  an  organization  of  its  size  would  have  a  dan- 
effect  upon  the  entire  shipping  business. 
^•'Gillen  suggested  that  the  board  should  refund  to  the  Green  Star  Steamship 
ktion  the  payments  made  by  it  on  acccount  of  the  purchase  of  the  five  vessels 
r  construction  by  the  Standifer  Construction  Corporation,  and  that  the  title  to 
"Vessels  be  reconveyed  to  the  board,  after  which  the  board  could  assign  these 
lar  vessels  to  the  Green  Star  Steamship  Corporation  for  operation  under  the 
hi  agreement  for  Shipping  Board  account.  Upon  Mr.  McGregor's  being  informed 
■b  possible  procedure  he  stated  that  it  would  be  a^^eeable  to  him. 
phereupon,  after  consideration,  on  motion  of  Commissioner  Donald,  duly  seconded 
K'Carried,  the  board  directed  Assistant  Counsel  Nottingham  to  prepare  an  appro- 
(te  resolution  for  adoption  by  the  board,  to  carr>'  out  the  above  understanding, 
canceling  the  agreement  dated  April  20,  1920,  of  the  Green  Star  Steamship  Cor- 
ition  to  repurchase  from  the  Shipping  Board  hulls  Nos.  11  to  15,  inclusive,  to 
ttnstructea  by  the  G.  M.  Standifor  (construction  Corporation. 

lereby  certify  that  the  foregoing  is  a  true  and  correct  copy  oi  an  extract  from  the 
Ltcs  of  a  meeting  of  the  United  States  Shipping  Board  on  July  20,  1920. 

J.  P.  James, 
Assistant  Secretary. 

EXfflBIT  Q. 

United  States  Shipping  Board. 

r.  Gillen  presented  a  proposed  resolution  stating  that  on  April  20,  1920,  the  Ship- 
:  Board  and  the  Fleet  Corporation  entered  into  a  contract  with  the  Green  Star 
anship  Corporation  and  the  Nafra  Co.  (Inc.),  to  purchase  from  the  Green  Star 
anahip  Corporation  hulls  Nos.  11  to  Jo,  inclusive,  to  be  constructed  by  the  G.  M. 
idifer  Construction  ( -orporation ;  that  the  Green  Star  Steamship  Corporation  had 
I  on  account  of  the  purcnase  of  these  vessels  $3,615,140.63,  and  under  this  contract 
Shipping  Board  hail  paid  on  account  of  the  purchase  of  these  vessels  $1,350,000; 
;  under  this  contract  tbe  Green  Star  j^teamship  Corporation  also  agreed  to  repur- 
le  these  vessels  from  the  Shipping  Board  and  to  nave  applied  on  the  purcnase 
e  the  di  Terence  between  the  above-mentioned  two  amounts,  namely,  $2,265,140.63 
ch  repurchase  agreement  the  Green  Star  Steamship  Corporation  now  desires  can- 
d  and  desires  the  latter  amount  refunded  to  it.  The  resolution  states  that  it  is 
18  advantage  of  the  Shipping  Board  and  the  Fleet  Corporation  to  cancel  the  above- 
itioned  contract  of  April  20,  1920,  and  to  take  complete  title  to  these  vessels  to 
constnicted  at  $1()5  per  dead-weight  ton,  refunding  the  above-mentioned 
65,140.63  to  the  Green  Star  Steamship  Corporation. 

asistant  Counsel  Nottingham  stated  that  there  were  no  liens  against  these  vessels, 
that  the  (Government's  title  thereto  was  secure.     Mr.  Gillen  explained  that  the 
[>tion  of  this  resolution  would  result  in  the  Fleet  Corporation's  acquiring  these 
lel  at  a  total  cost  of  $165  per  dead-weiefht  ton. 

fter  a  discussion,  on  motion  of  Commissioner  Donald,  seconded  and  duly  carried, 
above-mentioned  resolution  was  adopted,  namely: 

areas  the  United  States  Shipping  Board  Emergency  Fleet  Corporation  and  the 
nited  States  Shipping  Board  entered  into  a  contract  under  date  of  April  20,  1920, 
ith  the  Green  Star  Steamship  Corporation  and  the  Nafra  Co.  (Inc.),  under  and  by 
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the  terms  of  which  the  Fleet  Corporation  purchased  from  the  Green  Star  ^ 
Corpiration  and  its  predecessor  hulls  Nos.  11  to  15,  inclusive,  constructed  a 
const nicted  by  the  G.  M.  Standifer  Construction  Corporation,  of  Settle,  1 
and 

Whereas  the  Green  Star  Steamship  Corporation  or  its  predecessor  in  title,  the 
('o.  (Inc.)  had  paid  on  account  of  the  purchase  price  of  said  vessels  thes 
$3,()15,I40.(>3;  and 

Whereas  the  hoard  in  and  by  the  terms  of  said  contract  agreed  and  did  pay  oi 
the  account  of  the  Green  Star  Steamship  Corporation  to  the  Equitable  Trust 
New  York  the  sum  of  $]  ,350,000,  lea\'ing  a  net  credit  on  account  of  the  pm 

Erice  of  said  vessels  in  the  sum  of  $2,265,140.63;  and 
ereas  simultaneously  with  the  execution  of  said  contract  the  Green  StarSteai 
Corporation  entered  into  an  agreement  to  repurchase  said  vessels  from  the  Sir 
Board  and  to  have  applied  on  the  purchase  price  thereof  said  credit  of  $2,265,1 
and 

Whereas  the  Green  Star  Steamship  Corporation  now  desires  to  have  the  agreeoM 
repurrhase  canceled  and  the  said  credit  of  $2,265,140.63  refunded  to  it;  and 

W'hert^as  it  is  advantageous  to  the  United  States  Shipping  Hoard  and  Emoj 
Fleet  Corporation  and  the  United  States  Shipping  Board  to  cancel  theafef 
contract  of  the  Nafra  Co.  (Inc.)  and  its  successor  in  interest,  the  Green  Star  Si 
ship  Corporation,  entered  into  April  20,  1920,  with  the  United  States  Shij 
Hoard  Emergency  Fleet  Corporation  and  the  United  States  Shipping  Board  u 
take  over  the  full  and  complete  title  to  said  vessels  to  be  constructed  by  the  ( 
Standifor  Construction  Corporation  at  the  rate  of  $165  per  dead-weight  ton.  at 
refund  to  the  Green  Star  Steamship  Corporation  payments  heretofore  made  I 
to  the  (J.  M.  Standifer  Constniction  Corporation,  namely,  $2,2t)O,140.'J3:  I 
therefore,  be  it 

Hesniced,  That  the  said  contract  of  April  20, 1920,  be  modified  to  carry  out  aidi 
oellation  and  that  the  repurchase  contract  of  like  date  be  canceled  and  that  a 
and  supplemental  agreement  be  executed  completing  full  and  absolute  title  to 
vessels  to  the  I'nited  States  of  America  represented  by  either  the  Shipping  Boa 
the  Fleet  Corporation:  He  it  further 

Rr.iolved,  That  the  hulls  Xos.  11  to  15,  inclusive,  now  known  as  Arcturus.Aqm 
An/Kit,  Antimoius,  and  Apujf  are  hereby  assigned  to  the  Green  Star  Steamship t'( 
ration  for  manaj^ement  and  operation  under  and  pursuant  to  the  termf*  of  thepe 
agency  agreement  for  the  management  and  operation  of  steel  cargo  vessels,  the 
agency  aii:reenient  to  be  effective  from  the  date  of  delivery  of  each  of  the  above ua 
vcssoKs  l)>'  the  G.  M.  Standifer  Construction  Corporation  to  or  for  the  account  oi 
(ireen  Star  Steamship  Corporation:  He  it  further 

Ri'solnd,  Tliat  the  (ireen  Star  Steamship  Corporation  be  required  to  aa'ountto 
board  for  all  revenues,  heretofore  collected  on  account  of  the  operation  of  said  va 
from  said  resi)ective  dates  of  delivery,  and  to  hereafter  account  pursuant  to  tiM 
(juironientH  ot  said  managing  and  agency  agreement. 

I  ]ier(»by  certify  that  the  foregoing  is  a  true  and  correct  copy  of  an  extract  fioo 
minutes  of  a  meeting  of  the  United  States  Shipping  Board  on  July  27, 1920. 

J.  P.  James, 
AssidarU  SecnkB] 


ExHisrr  R. 

RESOLUTION  PROVIDING  AMENDED  RESOLUTION  TO  BB  SUBSTrTUTED  FOR  PBIOI W 
LUTIOV  OF  THIS  DATE  RELATIVE  TO  0.  M.  STANDIFER  CONSTRUCTION  COBFORATItf 

July  27. 1S2 

Memorandum  for  construction  claims  board. 

Rcforring  to  my  memorandum  dated  July  28,  quoting  resolution  adopted  b) 
board  (^f  tnist*H»s  of  the  Emergency  Fleet  Corporation  on  July  27.  relative  tt 
G.  M.  Stindifer  Con-^truction  Corporation,  please  substitute  the  following  ame 
resolution,  the  amendment  (in  first  paragraph)  having  been  decided  uponb] 
boarrl  at  a  meeting  on  July  27: 

Res')lvcd,  Thit  the  following  resolution  adopted  by  the  construction  claims 
on  July  27,  1920,  ])c.  and  it  is  hereby,  concurred  in  and  approved,  provided  the' 
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dliler  Construction  Corporation  unequivocally  accepts  in  writing  the  assign- 
t  to  the  United  States  Shipping  Board  and  the  United  States  Shipping  Board 
Kgency  Fleet  Corporation  of  the  interests  of  the  Nafra  Co.  (Inc.),  and  its  successor 
derest,  the  Green  Star  Steamship  Corporation,  acouired  under  contract  entered 
on  April  20,  1920,  bv  said  companies  with  the  United  States  Shipping  Board  and 
(Jnited  States  Shipping  Board  Emergency  Fleet  Corporation: 


Guy  M.  Standifer,  president  of  the  G.  M.  Standifer  Construction  Corpora- 
m,  appeared  before  the  constniction  claims  board  and  requested  that  the  progress 
IQfments  heretofore  ^^ithheld  on  the  Nafra  contract,  be  reinstated;  and 
ireas  it  appears  to  the  construction  claims  board  from  an  examination  of  the  files 
ijd  information  obtainable  and  from  advices  received  from  the  district  officers. 
Hit  upon  the  final  settlement  of  all  the  wood  and  steel  contracts,  other  than  the 
Mra  contract,  the  G.  M.  Standifer  Constniction  Corporation  will  not  be  indebted 
twe  Fleet  Corporation;  and 

lieas  it  is  further  shown  that  the  withholding  of  progress  payments  on  the  Nafra 
antractis  greatly  inconveniencing  and  embarrassing  the  G.  M.  Standifer  Constrvc- 
jpn  Corporation  and  hindering  the  progress  of  said  corporation  in  the  construction 
I  the  smps  under  the  Nafra  contract:  Therefore  be  it 

)Mvedj  That  the  board  hereby  authorizes  reinstatement  of 'construction  progress 
Btents  mentioned  in  the  Nafra  contract  and  payment  and  compensation  to  the 
t  Standifer  Construction  Corporation  in  accordance  with  the  terms  of  said  Nafra 

met. 

John  J.  Flaherty,  Secretary, 

>'py  to  Messrs.  Tweedale,  Adamson,  McKeon,  McLaughlin,  Judge,  Fielding, 
xnond,  Anderson,  Newbold,  Tirrell,  and  New.) 


Exhibit  S. 

>iitmon  modifying  terms  of  payment  of  contract  of  december  23,  1919, 
1>  in  resolution  of  february  12,  1920,  reiiative  to  texas  co.,  and  the  qr£e\ 
kr  steamship  corporation— in  re  four  vessels  and  pour  tankers. 

July  29,  1920. 

;  a  meeting  of  the  Shipping  Board  on  July  29,  1920,  the  following  resolution  was 
lied: 

freas,  the  board  by  virtue  of  an  agreement  dated  December  23,  1919,  agreed  to  sell 
the  Texas  Co.  four  cangfo  vessels  and  four  tankers,  designated  respectively  Maine, 
honsocket,  Saqadahoc,  Canibas,  Dirigo,  Shenandoah,  Lightbunie,  and  Aryon,  for 
eliimp  sum  purchase  price  of  $11,700,000  upon  the  payment  of  25  per  cent  thereof 
cash  and  the  balance  according  to  the  usual  b^oard  terms,  and 
sreas,  the  board  by  resolution  dated  Februar>'  12, 1920,  authorized  the  substitution 
the  Green  Star  Steamship  (Corporation  for  the  Texas  Co.  in  so  far  as  it  concerned 
-e  cargo  vessels  Moive,  Woonsocket,  Sagadafioc,  and  Canibas,  and 
freas,  the  Texas  Co.,  in  view  of  the  proposed  10  per  cent  purchase  plan  now  under 
.Dfiideration  by  the  hoard,  has  requested  an  extension  of  the  time  of  payment  for 
id  four  tankers  so  that  the  deferred  payments  will  be  spread  over  a  period  of  seven 
d  one-half  years:  be  it 

iohed.  That  the  board  hereby  modifies  the  contract  of  December  23, 1919,  in  so  far 
e  terms  of  pavment  are  concerned,  and  be  it  further 

Solved,  That  the  payment  of  the  balance  of  75  per  cent  of  the  purchase  price  shall 
*read  over  a  period  of  seven  and  one-half  years,  payable  in  seven  annual  install- 
8  of  10  per  cent  of  tlie  purchase  price,  the  first  installment  to  be  due  and  payable 
'ear  after  the  date  of  delivery  of  said  vessels,  and  one  installment  of  5  per  cent 
due  and  payable  six  months  after  the  maturity  of  the  seventh  annual  payment, 
urther 

solved,  That  the  law  division  prepare  the  necessary  documents  to  carry  this 
ition  into  effect. 

tpy  to  Messrs.  Tweedale,  Adamson,  McKeon,  Mcliaughlin,  Judge,  Welding, 
nond,  Anderson,  Newbold,  Tirrell,  New,  Miggins.) 
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Exhibit  T. 

United  States  Shipping  Board  Emergency  Fleet  Corporatos 

Washington,  Au^i, 
>remorandiim  for  Construction  Claims  Board. 

At  a  meeting  of  the  executive  committee  of  the  board  of  trustees  of  the  Ea 
Fleet  Corporation  on  August  2,  1920,  the  following  resolution  was  adopted: 

Whereas  contract  503SC,  held  by  the  Standifer  Construction  Corporation  use 
in  its  entirety  after  materials  costing  approximately  $908,186.50  had  beenpc 
by  the  contractor  for  use  on  said  contract;  and 

Wliereas  at  the  time  of  the  cancellation  the  contractor  had  certain  surplmi 
not  needed  for  contract  156,  which  contract  has  been  completely  perfon 
v.'hich  materials  were  of  the  kind,  quality,  and  quantity  for  use  on  contuct 
were  estimated  to  have  cost  approximately  $841,354.95;  and 

WTiereas  in  Xoa  ember,  1919,  E.  D.  Levy,  chairman  of  the  general  cxod 
claims,  and  contracts  lx)ard,  was  negotiating  a  settlement  with  the  conta 
account  of  the  cancellation  of  503  and  the  sale  of  all  materials  above  menti 
the  contrattur;  and 

Whereas  the  general  cancellations,  claims,  and  contracts  board,  on  the  Hti 
No\  ember,  1919,  adopted  a  resolution  au^orizing  the  sale  of  said  materii] 
contractor  on  the  follo\\ing  terms  and  conditions: 

I'irst.  That  if  the  recommendation  for  the  final  settlement  of  508,  prop 
Mr.  Levy,  was  approved  bv  Commander  Ackerson,  vice  president  of  the 
tion,  the  materials  were  to  be  sold  to  the  contractor  for  44  per  cent  of  the  a 
of  the  material,  including  handling  charges,  subject  to  audit. 

Second.  If  the  cancellation  on  settlement  was  not  approved  by  Con 
Ackerson,  ^ice  president,  the  material  mentioned  was  to  fee  sold  to  the  S 
Corporation  at  50  i)er  cent  of  the  cost,  plus  inward  handling  char^,  ffli 
audit. 

Whereas  Commander  Ackerson,  vice  president,  did  not  approve  the  prow 
collation  settlement  on  contract  503,  proposed  by  Mr.  I^vy,  but  did  on  w 
17  ,  1919,  approve  the  resolution  of  the  general  cancellations,  claims,  aDd( 
b  oard  concerning  the  sale  of  materials,  and 

Whereas  a  copy  of  said  resolution,  dated  November  17,  1919,  with  thetpi 
Commander  Ackerson,  vice  president,  indorsed  thereon,  was  deli^ered  i 
W.  Cuthell,  attorney  for  the  Standifer  Construction  Corporation,  and  the! 
Construction  (Corporation,  by  virtue  and  authority  of  said  resolution,  com 
the  possession  of  said  materials  and  have  used  a  great  portion  thereof  on o) 
tracts;  and 

Whereas  the  Finance  Division  is  uncertain  as  to  the  status  of  said  material  to 
information  as  to  what  entries  shall  be  made  upon  the  books  of  the  corpon 
corning  said  material:  Therefore  be  it 

lUsoIred,  That  the  action  of  the  general  cancellations,  claims,  and  contn 
on  November  17,  1919,  authorizing  the  sale  of  said  materials  to  the  Standi^ 
tion  at  50  per  cent  of  the  cost  thereof,  plus  inward  handling  charges,  subject 
be  ana  the  same  hereby  is  ratified  and  confirmed;  and  be  it  further 

Resolved,  That  the  Finance  Di\ision  be  directed  to  make  the  proper  eliitri 
books  of  the  corporation  to  carry  out  the  intention  of  this  resolution. 

J.  P.  Jam 
AiHstant  Si 
(Copy  to  Messrs.  Tweedale,  Boiling,  and  Miller.) 

Mr.  Steele.  Now,  then,  you  have  been  interrogated  al 
reference  to  the  Terry  case.  I  understand  that  a  settlem 
made  by  Judge  Payne  himself.     Am  I  right  iti  that  ? 

Mr.  Adamson.  He  did  not  execute  the  final  agreement,  th« 
contract,  but  he  laid  down  the  basis  for  the  settlement. 

Mr.  Steele.  Yes. 

Mr.  Adamson.  In  a  memorandum  of  February  10,  1920, 
down  the  basis  for  the  settlement.  That  was  mcorporate< 
contract  which  I  beUeve  had  not  been  executed  at  the  time 
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m  assumed  office.     I  think  that  Admiral  Benson  was  not  en- 
satisfied  with  the  terms  of  this  contract,  and  that  he  made  a 
je  eliminating  $125,000  of  payment  to  the  Terry  Co.  before  he 
ted  the  contract. 
.  Steele.  Afterwards,  it  was  reopened,  and  a  reduction  made  to 

mount  of 

.  Adamson  (interposing).  A  further  reduction  made  on  reopen- 

.  Steele  (continuing).  Of  .S225,000? 

.  Adamson.  Yes,  sir. 

.  Steele.  You  referred  to  the  Hog  Island  settlement.     When 

that  made? 

'.  Adamson.  That  is  so  vague  in  my  mind,  Mr.  Steele,  that  I 

d  not  like  to  say  just  when  it  was  made. 

•.  Steele.  The  Hog  Island  contract  was  a  cost-plus  contract, 

it  not  ? 

'.  Adamson.  The  Hog  Island  contract  was  an  agency  contract, 

night  regard  it    -it  was  not  a  cost-plus  contract  in  the  ordinary 

.     We  were  to  pay  cost  and  to  give  them  certain  fees. 

.  Steele.  It  was  a  cost  plus,  profit  sharing,  and  sliding  fees? 

.  Adamson.  Yes,  sir. 

.  Steele.  That  was  the  largest  contract  the  Emergency  Fleet 

oration  made,  was  it  not? 

.  Ad.vmson.  The  aggregate  of  their  contracts,  I  believe,  exceeded 

-hers,  that  is  in  number  of  ships,  which  was  about,  I  think,  180 

,  as  compared  with  176  ships  with  the  American  Shipbuilding 

oration. 

.  Steele.  There  is  a  difference  between  the  American  Shipbuild- 

brporation  and  the  American  International  ? 

.   Adamson.  Yes,  sir.     Of  course,   the  American  Shipbuilding 

more  ships  than  the  American  International,  because  they  had 

LHcellations. 

.  Steele.  But  the  American  International  is  the  Hog  Island 

•actor. 

.  Adamson.  Yes,  sir. 

.  Steele.  The  settlement  of  that  contract  was  made  by  whom  ? 

.  Adamson.  I  believe  that  it  was  negotiated  when  Judge  Pajrne 

n  office:  I  can  not  be  absolutely  sure;  I  had  nothing  to  do  with 

ettlement. 

'.  'Steele.  You  had  nothing  to  do  with  the  settlement  of  it  at  all  ? 

'.  Adamson.  No,  sir. 

•.  Steele.  That  was  outside  of  your  claims  board? 

•.  Adamson.  Yes,  sir. 

'.  Steele.  It  was  not  considered  hy  them  at  all,  then? 

•.  Adamson.  It  may  have  been  discussed  by  the  claims  board 

time  to  time,  but  I  do  not  beheve  they  ever  took  action  on  the 

5Ct. 

•.  Steele.  In  your  adjustment  with  corporations  having  con- 
s  with  the  Shipping  Board,  whether  corporations  or  actually 
C  concerns,  doing  other  work  outside,  or  work  for  the  Shipping 
d,  and  they  have  a  list  of  salaried  officers  that  they  pay  regularly 
inual  salary,  what  is  vour  method  of  adjustment  for  work  don« 


3362  SHIPPING  BOARD  OPERATIONS. 

for  the  Government  with  the  actual  salaries  which  they  pay  ft 
officers  by  the  year,  say  ? 

Mr.  Adamson.  We  pro  rate — all  overhead  on  the  basis  of  A 
labor,  usually;  that  is,  we  find  a  total  overhead  for  a  given  p« 
we  find  that  in  that  period  a  certain  number  of  thousands  of  (kl 
have  been  spent  for  direct  labor  on  Fleet  Corporation  work,  uA 
many  thousands  of  dollars  spent  on  outside  work,  private  wort  i 
we  get  the  percentage  which  the  overhead  bears  to  the  direct  111 
and  in  that  way  apply  it  on  a  pro  rata,  so  that  the  burden  falls  eta 

Mr.  Steele.  Outside  of  the  question  of  pro  rating,  do  you  •« 
the  salaries  paid  by  the  corporation  to  these  officers,  or  do  you  t 
any  exception  to  those  salaries  at  the  time  ? 

Mr.  Adamron.  We  take  exception  to  them  at  times. 

Mr.  Steele.  You  do  take  exceptions. 

Mr.  Adamson.  Yes.  sir. 

Mr.  Steele.  And  tnen  adjust  them  in  some  amicable  way  beti 
you,  and  officially  it  is  an  open  accoimt? 

Mr.  Adamson.  We  simply  eliminate  from  overhead  items  that 
think  are  improper.  In  the  case  of,  let  us  say,  the  Shipbuilding 
which  is  one  of  a  number  of  associated  or  affiliated  companies,  1 
might  have  charged  in  the  salaries  or  too  great  a  proportion  of 
salaries  of  men  spending  the  major  portion  of  their  time  in  the  \ 
of  the  other  companies.  Wherever  a  man  has  not  been  conce 
with  our  contracts,  we  feel  we  should  not  bear  the  burden  of  hissa 
and  we  made  eliminations  from  the  overhead.  In  some  cases 
eliminations  have  been  disputed;  in  other  cases  they  have 
accepted. 

Mr.  Steele.  How  about  expenses  in  the  conduct  of  the  corpora 
where  there  msij  be  general  expenses  paid  in  the  management  o 
corporation,  wliich  m  their  method  of  accounting  they  distri 
throughout  the  year.  Do  you  accept  the  items  oi  expense  of 
kind,  or  do  you  eliminate  them,  or  what  do  you  do  with  them— do 
adjust  them? 

Mr.  Adamsox.  We  eliminate  items  which  are  imacceptable  t 
our  theory.  For  instance,  we  do  not  permit  the  inclusion  of  a« 
tisiug  and  in  certain  cases  if  their  I^al  expenses  are  r^arded  as 
than  sufficient  to  take  care  of  the  business  of  the  Fleet  Corpon 
we  eliminate  lawyers'  fees. 

Mr.  Steele.  All  those  matters  are  matters  of  adjustment, 
between  the  Shipping  Board  or  the  Fleet  Corporation  and  the  pr 
contracting  firm^ 

Mr.  Adamson.  First,  they  are  the  matter  of  a  very  careful « 
and  then  in  disputes  that  arise  they  sometimes  go  to  the  claims  I 
and  insist  that  certain  items  be  included. 

Mr.  Steele.  You  first  make  a  careful  audit  of  all  matters  of 
kind,  do  you? 

Mr.  Adamson.  Yes,  sir. 

Mr.  vSteele.  You  have  been  asked  with  reference  to  the  Li 
Plant  in  California  ? 

Mr.  Adamson.  Yes,  sir. 

Mr.  Steele.  Was  that  a  lump  sum  or  a  cost-plus  contract? 

Mr.  ^Vdamson.  That  was  a  cost-plus  contract. 
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.  Steele.  What  was  the  amount  to  be  paid  by  way  of  commis- 
then  to  the  contractor,  do  you  remember,  under  the  terms  of  the 
•act  ? 

'•  Adamson.  I  can  not  recall  the  exact  terms.  I  would  rather 
c  from  the  contract  on  that. 

••  Steele.  The  claims  were  made  under  the  terms  of  the  contract  ? 
•.  Adamson.  It  was  made  under  the  terms,  of  the  contract,  but 
mnder  the  terms  of  payment  provided  for  completed  ships.  The 
ract  provided  for  possiple  cancellation — provided  that  within  the 
t  of  cancellation  we  should  pay  5  per  cent  on  cost  of  ship  construc- 
and  7i  per  cent  on  cost  of  plant  construction  for  the  work 
ally  done. 

r.  Steele.  A  claim,  however,  is  made  under  the  terms  of  the 
ract  before  you  dispute  the  amount  that  you  claim  under  its 
jis? 

jr.  Adamson.  Yes,  sir;  that  is,  they  have  claimed  certain  items 
zh  we  thought  should  be  disallowed  entirely,  and  in  other  cases 
7  have  claimed  amounts  that  are  regarded  as  somewhat  excessive, 
[r.  Steele.  Has  the  matter  been  up  to  your  board  yet  for  adjust- 
it?    Has  no  award  been  made? 

[r.  Adamson.  I  believe  that  a  tentative  award  has  been  made;  I 
not  sure  that  there  has  been  any  final  award. 
t.  CoNNALLY.  Just  ouc  questiou  1  want  to  ask  you,  Mr.  Adamson, 
reference  to  this  Green  Star  contract  that  the  Government  took 
p  in  April,  1920:  Is  that  a  fact  that  the  Shipping  Board  has  been 
oeling  other  contracts  heretofore  and  at  that  time,  stopping 
[ding  on  them  ? 

[r.  Adamson.  They  had  canceled  this  contract  in  the  same  yard 
five  Liberty  ships. 

It.  Connally.  But  other  ships — had  they  not  canceled  a  lot  of 
tracts  for  ships  at  Hog  Island  ? 
ir.  Adamson.  Oh,  yes. 

Ir.  Connally.  And  all  over  the  country,  and  paid  losses  by  reason 
;hose  cancellations  ? 
fr.  Adamson.  Yes,  sir. 

fr.  Connally.  And  then  turned  right  around  and  made  a  con- 
st to  take  over  these — what  was  the  name  of  this  yard? 
Ir.  Adamson.  Nafra  contract. 

It.  Connally.  And  then  made  a  contract  to  take  over  this 
'ra  contract  and  complete  these  ships  and  then  turn  around  and 
them  to  this  Green  Star  Line?  Did  they  not  do  that  in  the  face 
he  fact  that  they  had  been  canceling  contracts  all  over  the  country 
in  enormous  cost  therefor? 

Ir.  Adamson.  They  did  that  after  they  had  canceled  a  very  large 
aber  of  contracts. 

Ir.  Connally.  What  was  the  sense  of  them  doing  that,  unless 
lebody  was  getting  a  private  benefit  out  of  it? 
Ir.  Adamson.  Mr.  Connally,  I  have  had  no  advice  as  to  the  reasons 
this,  and,  of  course,  can  not  comment  upon  them;  there  must 
'e  been  very  good  reasons. 
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Mr.  CoxNALLY.  Was  Mr.  Gillen  at  that  time  an  executive  ass^i 
to  Judge  Pavne  or  Admiral  Benson — at  the  time  this  happens 
•April,  1920  r 

Mr.  Adamsox.  I  believe  that  was  his  title,  special  assistant  U 
chairman,  and  it  may  be  that  he  was  a  member  of  the  boar 
trustees  also  at  that  time:  I  am  not  sure. 

Mr.  CcjxxALLY.  How  long  after  that  was  it  that  he  severw 
connection  ( 

Mr.  Adamsox.  I  think  he  left  on  the  1st  of  August.  1920. 

Mr.  CoxxALLY.  About  the  time  the  ships  were  finished*  T 
were  the  five  ships  completed  ? 

Mr.  Steelf:.  Tney  are  not  completed  yet. 

Mr.  Adamsox.  I  think  the  last  deliverv'  was  made  last  ' 
August  23,  1920. 

Sir.  CoxxAiXY.  And  he  quit  about  the  21st  of  August — somew 
in  there  ?  Is  he  now  connected  with  some  of  t^hese  companies. 
Green  Star  ? 

Mr.  Adamsox.  If  he  is,  I  never  heard  of  it. 

Mr.  CoxxALLY.  Or  the  Nafra? 

Mr.  Adamsox.  I  do  not  know  anything  about  it. 

The  Ciiairmax.  What  was  the  aggregate  amount  of  this  cxp 
turc  that  the  Shipping  Board  made,  if  you  know — paid  $1,350,0( 
the  Equitable  Trust  Company  ? 

Mr.  Adamsox.  The  contract  price  for  the  five  Nafra  ships 
$7,878,750.  At  the  time,  that  is.  on  April  20,  when  the  Fleet  loi 
ation  took  over  this  contract,  we  agreed  to  pay  back  $1,350,0( 
the  Equitable,  to  credit  the  Green  Star  Corporation  with  pro 
payments  already  made,  amounting  to  $2,265,140.63,  and  to  as 
the  unpaid  balance  of  the  contract  pavments  to  the  Standifer 
poration,  amounting  to  $4,263,609.37.  "  That  credit  of  $2,265,1 
to  the  Green  Star  was  to  be  applied  on  account  of  the  purchase 
of  the  ships,  which  were  to  be  sold  back. 

Tlie  Chairman.  If  I  understood  you,  Mr.  Adamson,  you  tes 
that  the  material  that  went  into  these  ships  was  in  the  yards,  p 
there  for  the  Fleet  Corporation,  for  building  five  ships  which 
cancelled,  and  they  sold  to  the  Standifer  Co.  for  about  50  cei 
th(»  dollar. 

Mr.  Adamsox.  There  were  two  groups  of  material  that  figui 
tliis:  This  contract,  No.  503  S.  C,  our  contract  which  was  can 
had  charged  to  it  materials  amounting  to  something  over  $90 
When  the  contractor  started  to  negotiate  his  settlement  wit 
K.  1).  Levy,  then  chairman  of  the  General  Cancellation  Clain 
Contracts  Board,  he  introduced  a  new  element  into  this  clain 
claimed  not  only  that  we  should  reimbui'se  him  for  the  raateri 
account  of  contract  No.  503,  the  canceled  contract,  but  tl 
should  take  over  surplus  materials  on  account  of  contract  156 
steel  ships  that  were  identical.  He  represented  that  this  sur] 
material  on  account  of  contract  156  then  amounted  to  about  $8^ 
We  were  to  pay  him  100  cents  on  the  dollar  for  this  surplus  fro 
1 56,  and  at  the  same  time  sell  it  back  to  him  at  50  cents  < 
dollar.     We  were  to  take  over  the  materials  from  the  cancele 
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5ts,  of  course,  at  100  cents  on  the  dollar,  and  then  at  the  same 
e  sell  it  back  at  50  cents  on  the  dollar. 

Lt  that  time  contract  156,  I  believe  there  had  been  just  five  or 
sibly  four  or  five  of  the  ships  completed,  and  I  do  not  know  just 
ir  they  arrived  at  any  surplus  on  that  uncanceled  contract.  Of 
rse,  we  were  not  responsible  for  any  surplus  on  a  lump  sum  con- 
2t:  that  was  the  contractor's  own  responsibility.  But  onNovem- 
17,  1919,  Mr.  Levy  made  this  arrangement  by  which  we  purchased 
3  surplus  material  and  sold  it  back  at  50  cents  on  the  dollar. 
At,  Steele.  What  did  you  purchase  it  at? 

At.  Adamsox.  We  purchased  it  at  100  cents  on  the  dollar;  that  is, 
;  invoices  cost  plus  handling  charges,  etc.  While  Mr.  Levy  used 
tain  definite  figures  representing  the  amounts  of  steel  on  the 
0  contracts,  the  settlement  was  made  subject  to  audit;  and  the 
41,000 — I  might  say  $841,354.95  was  supposed  to  represent  the 
rentory  of  surplus  materials  on  account  of  contract  156,  $928,186.59 
s  supposed  to  represent  the  inventory  of  materials  on  account  of 
?  canceled  contract.  That  was  subject  to  inventory  and  audit. 
Well,  under  date  of  August  1,  1920,  an  inventory  was  submitted  to 
?  claims  board,  which  has  increased  the  quantities  of  materials 
lich  we  are  to  take  over  at  100  cents  and  sell  at  50  cents  on  the 
liar;  the  inventory  as  submitted  amounts  to  $919,292.27,  on 
'ount  of  the  canceled  contract  No.  503;  that  is,  a  slight  reduction, 
t  on  account  of  the  surplus  materials  on  the  uncanceled  contract, 
),  the  inventory  has  gone  from  $841,000,  up  to  $1,013,343.78.  So 
it  on  the  basis — 

The  Chairman  (interposing).  That  is  the  100  cents  on  the  dollar 
entory  ? 

At.  Adamson.  Yes.     On  the  basis  of  those  inventory  figures  we 
uld  have  to  pay  $1,932,636.05  and  sell  it  for  just  hau  that  price, 
t  the  auditors  in  prichig  this  inventory  have  reduced  the  amoimt 
mi  to  about  $1,910,000  that  we  have  to  pay. 
The  Chairman.  Who  was  the  district  supply  and  sales  manager 
that  time  when  this  property  was  sold,  do  you  know? 
At.  Adamson.  I  can  not  say;  that  was  November,  1919. 
Che  Chairman.  Was  it  Mr.  Yoakum? 
tfr.  Adamson.  I  do  not  believe  so,  not  in  that  district, 
tfr.  CoNNALLY.  Mr.  Levy  had  it  bought,  but  he  did  not  sell  it; 
aebody  else  sold  it. 

SAt.  Adamson.  Mr.  Levy  bought  and  sold  in  the  same  document. 
Vfr.  CoNNALLY.  Bought  and  sold?     Is  he  still  with  the  Shipping 
ard? 

A.T.  Adamson.*  No,  sir.     He  was  loaned  to  the  Shipping  Board  for 
eral  months  from  the  American  International  Corporation, 
rhe  Chairman.  Who  followed  Mr.  Yoakum  as  district  supply  and 
es  manager  out  there  ? 

^r.  Adamson.  I  am  not  sure;  I  would  have  to  look  up  the  record. 
The  Chairman.  Did  you  audit  the  books  of  the  Seattle  Construc- 
n  &  Dry  Dock  Co.  ?  That  is  your  department? 
tfr.  Adamson.  The  home  office  has  not  made  any  audit  that  I 
3W  of.  The  district  comptroller  has  made  audits  from  time  to 
le;  the  district  comptroller  has  made  an  audit  of  the  Todd  claims 
connection  with  Tacoma  work. 


IE 
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The  Chairman.  If  I  understand  you  correctly,  you  have  a  differ- 
ent set  of  auditors  for  rcprfir  yards,  a  different  audit  made  on  reqnii- 
tion  claims  and  commandeered  ships,  and  then  another  for  c(mstn»- 
tion  and  canceled  claims? 

Mr.  Adamson.  No,  wo  have  not  a  different  set  of  auditors  to  nub 
various  audits  that  you  have  mentioned;  for  instance,  in  conneftw 
with  any  claims,  which  are  now  pendmg  the  district  comptdlff 
will  make  an  audit  of  the  (daims  that  are  left  over  from  the  requii 
tioned  ships,  and  also  on  accoimt  of  the  construction  of  the  p 
ticular  ships.  On  the  repair  audit,  I  believe  the  present  organni- 
tion  is  to  have  the  current  audit  done  by  a  different  staff  of  aiuHtom 
However,  on  the  traveling  audit  feature  of  the  work,  I  believe  thit 
that  the  same  traveluig  auditors  will  cover  both  the  repair  and  cot 
struction  audits.  Mr.  McKeon  can  tell  you  more  definitely  aboat 
that  than  can  I. 

The  Chairman.  Just  one  further  question,  Mr.  Adamson:  IuD(b 
stood  vou  to  say  that  vou  did  not  recall  any  settlement  since  Admiril 
Benson  had  been  chairman  wliich  were  not  handled  in  the  \m 
course  of  procedure  which  you  have  outlined.  I  wish  to  ask  you  i 
the  Merrill-Stevens  settlement  was  not  handled  by  the  general  coudmI 
and  attorney  for  the  company,  and  then  referred  to  the  chairman  o( 
the  board  without  going  to  you  or  without  going  to  the  district 
adjuster  and  then  to  you,  and  then  to  the  claims  board? 

Mr.  ^Vdamson.  I  do  not  want  to  be  misunderstood.  I  think  m;f 
re]>ly  to  your  question  awhile  ago  was  that  I  did  not  recall  anv  ciM 
that  Admiral  Benson  had  made  settlement  that  had  not  beenWflW 
the  claims  board.  The  Merrill-Stevens  settlement  was  passed  rsffA 
by  the  claims  board,  and  that  claims  board  did  adopt  a  resolutki 
making  a  recommendation  for  settlement.  I  have  previously  reported 
on  a  proposed  statement  wliich  had  been  submitted  to  me. 

The  Chairman.  But  was  not  the  final  settlement  handled  ine- 
s]MM'tive  of  tlio  r(M'ommendation  of  the  claims  board  and  dimthr 
negotiated  by  the  general  counsel  and  attorney  for  the  company,  and 
then  submitted  to  the  chairman? 

Mr.  Adamson.  I  do  not  believe  it  was.  I  think  that  the  necotia- 
tions  were  by  men  connected  with  the  claims  board;  that  the  daiiw 
board  i)assed  a  resolution  authorizing  the  settlement  at  a  certain 
figure,  and  that  the  contract  was  made  on  that  basis,  and  Mr.  Talbert 
is  more  familiar  than  I  am  with  that,  and  he  can  tell  you. 

The  Chairman.  I  believe  that  is  all.  But  we  have  asked  voufa 
information  from  time  to  time  during  the  course  of  your  exammation. 
Mr.  A(hims()n,  wliich  you  said  you  might  be  able  to  get  from  the 
records  ? 

Mr.  Adamson.  Yes;  I  have  tried  to  keej)  them  in  my  head,  and  I 
think  Mr.  Saunders  has  made  memorandums.  But  I  am  going  to  ask 
the  stenographer  if  he  can  give  me  from  his  notes  just  what  you 
require. 


T 
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riMONY  OF  MR.  WIBTFIELD  McKEOlT.  ^EPXTTY  COMP- 
tOLLEB  IN  CHARGE  OF  GONSTRUCTIOIT  AGGOXTNTS, 
AERGENCT  FLEET  GORPORATION,  WASHIHGTON,  D.  G. 

'ho  witness  was  duly  sworn  by  the  chairman.) 

le  Chairman.  State  vour  full  name,  Mr.  McKeon. 

'.  McKeon.  Winfield  McKeon. 

le  Chairman.  You  are  an  employee  of  the  Shipping  Board  or  the 

)  Corporation? 

'.  McKeon.  Yes,  sir. 

e  Chairman.  What  is  your  official  capacity? 

.  McKeon.  Deputy  comptroller  in  charge  of  construction  ac- 

>s. 

e  Chairman.  How  long  have  you  been  with  the  Shipping  Board 

Bet  Corporation  ? 

.  McKeon.   I  started  with  the  Shipping  Board  May  28,  1917. 

3  assigned  to  Houston,  Tex.,  and  resigned  December  31,  1919. 

•etumed  again  May  20  of  this  year. 

e  Chairman.  Returned  again  when? 

.  McKeon.  May  20,  last  year— 1920 

e  Chairman.  In  the  same  capacity? 

.  McKeon.  No,  sir;  as  deputy  general  auditor. 

e  Chairman.  What  were  you  wien  you  started  in,  in  May  last? 

.  McKeon.  District  auditor,  and  then  transferred  to  the  home 

,  and  had  had  title  of  chief  auditor,  which  I  held  at  the  time 

gned. 

e  Chairman.  When  were  you  transferred? 

.   McKeon.  About  March  of  1919 — the  first  half  of  March, 

)ximately. 

e  Chairman.  From  May,  1917,  to  March,  1919,  you  were  at 

ton,  Tex.  ? 

.  McKeon.  Yes,  sir. 

e  Chairman.  As  district 

.  McKeon  (interposing).  District  auditor, 
e  Chairman.  And  from  March,  1919,  to  December,  1919,  you 
at  the  home  office,  as  chief  auditor  ? 

.  McKeon.  I  had  that  title  practically  all  of  the  time.  There 
,  period  of  a  few  weeks  or  a  month  when  I  first  came  into  the  home 
that  I  was  acting  as  special  assistant  to  the  then  general  auditor, 
e  Chairman.  Then  you  resigned  and  came  back  in  May,  1920, 
lat? 

.  McKeon.  Deputy  general  comptroller  in  charge  of  construction 
mts  here  in  Washington, 
e  Chairman.  You  are  stationed  here  now? 
.  McKeon.  Yes,  sir. 

e  Chairman.  \\'Tio  gave  you  your  position? 
.  McKeon.  Mr.  Tweedale  this  last  time.     The  first  time  Mr. 
er. 

e  Chairman.  Where  is  your  home? 

.  McKeon.  My  home  is  New  York  City — my  original  home;  I 
ow  living  in  Washington  with  my  wife, 
e  Chairman.  How  old  are  you? 
.  McKeon.  I  will  be  35  this  June. 

e  Chairman.  When  you  were  down  at  Houston,  Tex.,  what 
ct  did  you  have  jurisdiction  over? 
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Mr.  McKeon.  The  Gulf  district. 

Tho  Chairman.  How  many  yards  1 

Mr.  McKeox.  There  were  10  yards. 

Tho  Chairman.  Were  they  all  wood-ship  yards? 

Mr.  McKeon.  Yes,  sir:  entirely. 

The  Chairman.  The  Union  Bridge  &  Construction  Co.l 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  That  is  I^uisiana? 

Mr.  McKeon.  That  was  in  our  territory. 

The  Chairman.  The  National  Shipbuilding  Co.? 

Mr.  McKeon.  The  National  Shipbuilding  Co. 

The  Chairman.  The  Southern  Dry  Dock  &  Shipbuilding  Co.! 

Mr.  McKeon.  Yes,  sir. 

Tlie  Chairman.  McBride  &  Law? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  I^ne  Star  Shipbuilding  Co.  ? 

Mr.  McKeon.  Yes,  sir;  that  is  correct. 

The  Chairman.  TTie  Beaumont  Shipbuilding  &  Dry  Dock  Co.i 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  Universal  Shipbuilding  Co.? 

Mr.  McKeon.  You  left  out  the  J.  N.  McCammon,  out  at  Beaumoi 

Tlie  (Chairman.  I  have  not  reached  that.  The  Universal  Shi 
building  Co. — »J.  N.  McCammon? 

Mr.  McKeon.  Right. 

The  Chairman.  The  Midland  Bridge  Co.? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.   Ileldenfels  Bros.? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  The  Houston  Shipbuilding  Co.? 

Mr.  McKeon.  Yes,  sir;  that  came  in. 

Tlie  Chairman.  And  the  Noche>s  Shipbuilding  Co.? 

Mr.  McKeon.  They  had  a  contract  but  did  not  get  started; 
did  not  count  them  as  active.     They  were  in  that  territory. 

The  (^HAiRMAN.  There  are  12  there? 

Mr.  McKeon.  The  Houston  was  canceled  in  its  inception,  anc 
was  the  Naches.  Those  two  were  never  considered  active  yai 
They  just  got  started  and  were  immediately  canceled. 

Th(»  Chairman.  Did  you  have  jurisdiction  over  the  Gulf  ( 
struction  Transport  Co.? 

Mr.  McKeon.  No,  sir. 

The  Chairman.  Just  what  were  your  duties  down  there? 

Mr.  McKeon.  I  was  sent  into  the  district  to  organize  the  accoun 
and  auditing  denartment-  -to  supervise,  audit,  and  check  over 
payment  of  vouchers  and  approve  them  as  to  audit — through  m] 
sistants. 

The  Chairman.  Were  those  all  wood-ship  yards? 

Mr.  M(  Keon.  Yes,  sir;  reporting  to  the  general  auditor  in  ?? 
ingtou  at  tluit  time. 

The  Chairman.  Do  you  remember  how  many  ships  were  under 
struction  there  in  these  various  yards,  in  the  aggregate? 

Mr.  McKeon.  They  varied;  approximately  at  the  start  they 
something  in  the  neigiiborhood  ol  57.  I  have  not  refreshed  my  d 
oiy  on  these  ])oints.  I  have  been  away  from  that  territory  n( 
two  years  now,  and  toward  the  end  there  were  over  100,  countinj 
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Dinplement  of  ships  contracted  for,  which,  of  course,  there  were 

canceled  later  on. 

e  Chairman.  When  you  came  to  Washington,  in  March,  1919, 

.hat  a  promotion  ? 

.  McKeon.  Yes,  sir. 

e  Chairman.  At  increased  salary? 

.  McKeon.  Yes,  sir. 

e  Chairman.  What  was  your  salary  while  you  were  down  in 

s. 

•.  McKeon.  I  was  getting  $4,800. 

te  Chairman.  How  many  suhordinates  did  you  have  under  you  ? 

r.  McKeon.  In  the  neighborhood  of  about  115. 

le  Chairman.  Were  there  any  inspectors  under  you  ? 

r.  McKeon.  No,  sir;  the  inspectors  came  under  the  construction 

irtment. 

le  Chairman.  Were  these  contracts  down  there  all  of  one  form? 

e  they  lump  sum  or  cost  plus  ? 

r.  McKeon.  No;  at  the  inception  there  were  two  straight  out- 

3ut  cost-plus  contracts. 

e  Chairman.  Wliich  yard  had  them? 

'.  McKeon.  The  Union  Bridge  and  the  Midland  Bridge;  all  the 

"s  were  on  the  lump-sum  basis. 

e  Chairman.  That  was  at  Morgan  City,  La.,  the  Union  Bridge 

ihe  Midland  Bridge,  and  the  Midland  Bridge  at  Houston  Ship 

nel,  Tex.  ? 

•-  McKeon.  Yes,  sir.  ^ 

e  Chairman.  And  how  many  ships  do  they  provide  for — those 

'.  McKeon.  The  original  ship  contract  with  the  Union  Bridge 

nstruction  Co.  was  six  ships,  and  the  original  contract  with  the 

and  sliip  was  the  same  complement—  six. 

le  Chairman.  Did  it  come  under  your  jurisdiction  to  ascertain 

tianner  in  which  the  contracts  were  being  performed  by  fhe  con- 

tion  company? 

*.   McKeon.  It  came  under  my  jurisdiction  to  take  vouchers 

audit  the  payments  and  also  at  that  time  we  countersigned  the 

^s,  together  with  the  disbursing  officer.     But  so  far  as  super- 

n  of  the  contract  in  any  way  over  these  inspectors,  as  to  what 

:ess  was  being  made,  tKat  was  under  the  district  manager. 

e  CiiAiRMAX.  You  say  there  were  two  out  and  out  cost  plus 

•acts  ? 

'.  McKeon.  Yes,  sir. 

e  Chairman.  What  other  forms  of  contract  were  there? 

•.  McKeon.  Lump  sums. 

e  Chairman.  All  the  rest  were  lump  sum? 

•.  McKeon.  Yes,  sir;  that  is,  up  to  a  period.     They  were  origi- 

lump  sum,  and  then  thev  were  changed  to  cost  plus, 
e  Chairman.  When  was  the  change  made? 
'.  McKeon.  At  various  dates.     I  think  commencing  about  the 
[le  of   1918  they  started  to  convert  them  from  the  lump-sum 

to  cost  plus. 

e  Chairman.  They  started  out  on  cost  plus? 

'.  McKeon.  They  started  out  on  cost  plus,  yes,  with  a  fixed  fee; 

s  not  plus  percentage,  it  was  plus  a  fixed  fee. 
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The  Chairman.  Cost  plus  a  fixed  fee  ? 

Mr.  McKeox.  Yes,  sir;  $15,000  per  hull. 

The  Chairman.  Did  that  form  prevail  in  all  the  yards? 

Mr.  McKeon.  That,  I  think,  was  the  fixed  fee  in  almost  all  cast 
excuse  me,  just  a  minute,  Mr.  Chairman.  There  is  one  contract  tl 
— two  others  I  did  not  mention,  and  I  do  not  know  whether  you  i 
to  bring  them  in — the  Dry  Dock  contracts  at  Galveston  and  at  B 
mont,  and  the  Marine  Railway  at  Beaumont,  if  you  want  to  n 
that  list  complete.  But  they  nad  nothing  to  do  with  ship  const 
tion. 

The  Chairman.  They  were  contracts  under  your  jurisdictioi 
work  being  done  by  the  Fleet  Corporation. 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  the  Dry  Dock  at  Galveston? 

Mr.  McKeon.  Yes,  sir;  and  Dry  Dock  at  Beaumont. 

The  Chairman.  Dry  Dock  at  Galveston? 

Mr.  McKeon.  Yes,  sir. 

Tne  Chairman.  By  whom  was  the  work  to  be  performed? 

Mr.  McKeon.  The  Galveston  Dry  Dock  Construction  Co. 

The  Chairman.  And  the  one  at  Beaumont  was  to  be  perfoi 
by  whom  ? 

Mr.  McKeon.  The  Beaumont  Shipbuilding  &  Dry  Dock  Co.; 
the  Marine  Railway  for  the  same  period. 

The  Chairman.  Was  the  Marine  Railway  a  separate  contract 

Mr.  McKeon.  Yes,  sir;  it  is  a  separate  contract. 

The  Chairman.  Do  you  remember  when  those  contracts  witl 
Beaumont  Shipbuilding  &  Dry  Dock  Co.  were  entered  into; 
they  made  subsequent  to  the  contract  for  the  shipbuUdiiig? 

Mr.  McKeon.  Subsequent,  in  all  cases. 

Tiio  CiiAiRMAN.  And  did  you  have  to  look  into  the  matter  of 
meat  Oii  account  of  plant  construction? 

Mr.  McKeon.  That  was  part  of  my  duty  in  connection  witl 
cost-plus  contracts.  ' 

The  Chairman.  Do  you  know  of  any  instances  there  where  p 
were  built  upon  private  property  ? 

Mr.  McKeon.  In  all  cases  that  was  the  case. 

Tlie  Chairman.  Tne  plants  were  all  upon  land  owned  by  the  p« 
operating  the  shipbuildmg  plants? 

Mr.  McKeon.  No,  sir;  the  land  was  leased.  In  the  case  ol 
Union  Bridge  Construction  Co.  the  land  was  leased  from  local  \ 
at  Morgan  City,  and  in  the  case  of  the  Midland  Bridge  Co.  the 
was  leased  from  Col.  House. 

The  Chairman.  Leased  to  the  contractor? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Were  these  other  contracts  for  ship  constru 
whore  paymojits  were  made  by  the  Fleet  Corporation  on  the  pi 
plant  construction  upon  land  owned  by  the  contractor  or  on  I 
land  ? 

Mr.  McKeon.  In  most  cases,  in  my  district,  the  land  was  Ic 

The  Chairman.  Leased  by  the  contractor? 

Mr.  McKeon.  Leased  by  the  contractor,  but  I  will  say  that  J 
ince])tion  on  th(^  lumn-sum  basis,  we  were  not  interested  in  the 
construction.  The  Fleet  Corporation  did  not  at  that  time  fii 
any  of  the  plant  construction  for  the  lump-sum  contractors. 
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he  Chairman.  It  did  not  involve  any  payments  or  advances  on 
>'unt  of  the  plant  ? 

[x.  McKeon.  No,  sir.     But  it  did  for  the  two  cost-plus  contracts, 
Ekuse  there  we  contracted  to  furnish  plants  and  provide  for  ship 


'he  Chairman.  Do  you  know  of  any  instances  in  which  advances 
Payments  were  made  on  account  of  construction  where  the  plant 
i  erected  upon  land  where  there  was  any  irregularity  with  reference 
.he  leasing  of  the  land  or  the  title  to  the  land,  where  the  contractor 
not  have  a  proper  lease  of  the  land  or  did  not  have  proper  title 
t,  to  the  possession  or  occupancy  ? 

dr.  McKeon.  As  I  have  said,  the  only  two  plants  where  we  figured 
nt  construction  were  in  the  case  of  the  Union  Bridge  &  Construction 
,  at  Morgan  City,  where  there  was  a  lease  which  was  passed  upon 
our  leg^  division,  and  also  in  the  case  of  the  Midland  Bridge 
,  of  Houston,  Tex.,  which  was  also  passed  upon  by  our  legal 
ision.  So  that  we  went  on  the  assumption  that  so  far  as  the 
aporary  title  to  that  land  was  concerned,  it  was  all  right,  and  there 
s  a  proviso  in  those  leases,  I  believe,  for  an  extension  of  period, 
hink,  in  each  case,  of  two  years  beyond  the  termination  of  the 
^al  leases,  providing  it  was  necessary.  But  there  were  no  pro- 
ions  made  as  to  our  title  to  that  plant,  because  it  was  understood 
len  the  plant  was  through  it  had  to  be  salvaged. 
The  Chairman.  There  was  no  clause  in  the  lease  that  upon  the 
•mination  title  to  the  land  passed  to  the  Shipping  Board  or  Fleet 
rporation  ? 

Mr.  McKeon.  No,  sir;  the  land  had  to  be  returned  in  its  original 
adition,  which  would  provide  for  the  razing  and  removal  oi  all 
provements. 

rhe  Chairman.  As  to  the  inspectors  down  there,  did  it    come 
ier  your  observation  as  to  whether  there  were  a  sufficient  number 
inspectors  to  foUow  the  course  of  the  work  of  plant  construction 
shipbuilding  ? 
At.  McKeon.  I   would    say — of   course,    the   inspectors   did   not 

ort  to  me,  but  as  a  matter  of  opinion 

The  Chairman  (interposing).  Do  you  know  how  manv  there  were 

TO? 

^Ir.  McKeox.  Generally,  they  started  off  with  one  inspector  at 
;h  yard,  and  then  as  the  volume  of  work  increased  there  wore 
netimes  two  or  three  assistants,  depending  on  the'  size  of  the 
nt.  There  wore  periods  of  time  when  the  volume  of  work  thrown 
311  the  inspectors  was  such  as  to  practically  make  it  impossible 
them  thoroughlv  to  cover  the  ground. 

The  Chairman.  Of  course,  the  work  or  the  report  of  the  inspectors 
ne  to  you  in  your  capacity  as  auditor,  did  it  not  ? 
Mr.  McKeon.  My  connection  with  the  inspectors  was  this:  All 
uchers  for  the  pavment  of  material  or  for  the  payment  of  pay 
1  required  first  the  approval  of  an  inspector  before  we  would 
?s  it.  We  would  audit  the  payment  as  to  the  mathematical 
mracy  and  the  agreement  with  the  parties  and  purchase  price 
i  the  cost  of  materials.  But,  further  than  that,  we  required  the 
pectors*  signatures,  signifying  that  the  material  was  to  be  used 
connection  with  our  work  and  had  been  so  used  or,  if  not  used, 
1  been  put  in  storehouse  for  that  purpose. 
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The  Chairman.  Did  you  ever  go  behind  the  inspectors'  signa 
upon  the  vouchor? 

Mr.  McKeon.  We  had  no  authority  to  do  so. 

The  Chairman.  Once  a  voucher  came  to  you  bearing  the  signa 
of  the  inspector,  it  was  your  duty  to  carry  out  the  arithmc 
computation  and  certify  it  for  payment  and  countersign  the  che 

Mr.  McKeon.  We  had  one  additional  precaution,  that  was 
signature  of  the  district  manager,  or  the  assistant  district  nian 
wno  also  had  to 

The  Chairman.  He  was  in  charge  of  the  inspectors? 

Mr.  McKeox.  Yes,  sir.  He  had  to  sign,  or  his  assistant,  c 
the  case  of  any  question,  we  would  always  take  the  mattei 
with  him. 

The  Chairman.  While  you  were  there,  did  any  questioi 
errors  or  improper  inspection  come  to  your  attention — in  &i 
those  yards  ? 

Mr.  McKeon.  Might  I  ask  a  question  to  clear  the  point! 
you  mean  proper  mspectioii  as  to  ship  construction  or  von 
being  passed  that  we  might  raise  some  question  about  ? 

The  Chairman.  Either  way. 

Mr.  McKj:on.  There  were  some  instances  where  we  did  qu< 
the  passing  of  vouchers,  and  took  the  matter  up  with  the  di 
manager,  and  in  some  instances  even  went  higher  than  tha 
taking  the  matter  up  with  the  home  office,  when  we  were  not 
gether  satisfied  with  what  had  been  explained  to  us  there, 
receiviiig  final  instructions  from  the  home  office  we  act^d. 

The  CiiAiRMAN.  Did  that  involve  a  saving  to  the  Shipping  1 
or  the  Fleet  Corporation— this  action  in  referring  it  to  the 
office  ? 

Mr.  McKeon.  Well,  there  were  tixnes  when  I  was  overruled, 
I  in  some  instances  had  raised  questions,  and  I  was  told  thi 
point  was  not  in  order. 

The  Chairman.  Did  you  come  across  any  transactions  there ' 
involved  the  padding  oi  pay  rolls  or  costs  of  materials,  or  loss  oi 
of  tools  accumulated  in  any  of  these  yards  ? 

Mr.  McKeon.  Yes,  sir;  there  were  instances;  in  connectior 
one  of  our  cost  plus  contractors  there  was  an  instance  of  pa 
padding. 

The  Chairman.  Which  contract  ? 

Mr.  McKeon.  The  Union  Bridge  &  Construction  Co. 

The  Chairman.  That  is  at  Morgan  City,  La. 

Mr.  McKeon.  Morgan  City.  The  amount  was  reported  b 
resident  auditor  and  taken  up  with  the  district  attorney,  an 
man  was  under  indictment,  but  I  do  not  know  whether  he  wa 
finally  sentenced.  There  was  a  lot  of  argument  raised  as  to 
technical  proof  of  the  matter,  and  disposition  had  never  been  re 
in  the  case  when  I  left  the  district. 

The  Chairman.  That  was  discovered,  reported  to  the  i 
authority,  and  action  taken,  resulting  in  indictment  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  upon  that  action  being  taken  by  the  Shi 
Board,  did  that  practice  continue  ? 

Mr.  McKeon.  I  believe — the  man  was  removed;  I  feel  thi 
condition  was  corrected. 
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tie  Chairman.  With  reference  to  any  of  these  other  matters  such 
left  of  material  or  tools  come  to  your  attention — any  such  matters  ? 
x*.  McKeon.  There  were  reports  that  such  was  the  case,  but  I 
^r  had  conclusive  proof  of  that. 

tie  Chairman.  Dia  you  refer  them  to  the  proper  official  for  inves- 
tion  ? 

J.  McKeon.  Yes,  sir;  in  case  of  any  information  of  that  nature 
liing  me,  the  matter  would  be  immediately  taken  up  with  the 
riot  manager. 

he  Chairman".  Which  yards  did  you  have  anything  like  that 
jght  to  your  attention  ? 

[r.  McKeon.  Well,  the  Lone  Star  Shipbuilding  Co.  was  one 
>.  But  I  might  here  add  that  at  one  period  of  time  they  were  on 
lump-sum  basis,  and  later  changed  to  cost  plus.  Theoretically 
it  happened  in  their  yards  on  the  lump-sum  oasis  was  no  loss  to 
corporation,  had  the  contract  remained  so — would  be  loss  to  the 
tractor,  not  the  loss  of  the  corporation.  But  if  the  contract  was 
nged  to  the  cost-plus  basis,  if  any  of  those  losses  were  included  in 
cost,  we  would,  of  course,  suffer. 

te  Chairman.  You  say  in  respect  to  the  Lone  Star  you  brought 
matters  to  the  attention  of  the  district  manager  there,  where  you 
not  have  positive  proof  perhaps  of  any  thefts  or  irregularities  you 
iired  to  the  district  manager? 

ir.  McKeon.  Yes,  sir;  the  transactions  would  come  to  me  in  a 
jT  that  I  might  call  gossip.  An  inspector  would  come  in  and  say 
me  '* So-and-so  was  wrong, '^  or  timekeepers;  and  immediately 
)ngetting  such  a  report  I  would  do  the  best  I  could  to  investigate 
Tnere  was  a  similar  condition  hinted  at  in  connection  with  the 
Eiumont  Shipbuilding  &  Dry  Dock. 

rhe  Chairman.  You  referred  it  to  the  district  manager  in  each 
e? 

ilr.  McKeon.  In  all  cases;  yes. 

rhe  Chairman.  And  you  do  not  know  whether  it  was  investigated 
aot  and  found  to  be  true  or  untrue  ? 

dr.  McKeon.  Well,  they  were  investigated;  in  fact,  I  through  the 
eraJ  auditor  requested — I  do  not  believe  I  did  it  in  writhig — ^but 
^quested  the  assistance  of  the  plant  protection  section,  ana  there 
e  representatives  of  that  department  sent  down  to  assist  us  in 
mg  to  root  up  some  of  these  alleged'irregularities. 
^he  Chairman.  Did  the  conditions  improve  after  that  had  been 
le ;  were  the  complaints  stopped  ? 

Ir.  McKeon.  There  were  at  various  times  intimations  along  that 
t  cropping  up.    I  would  not  say  exactly  that  the  contractor  was 
ing  to  profit  by  it,  whether  it  was  merely  irregularities  of  his 
•Imien  or  just  what  was  back  of  it.    The  condition  was  one  you 
lid  hear  now  and  then  of  something  not  being  quite  right,  which  we 
lid  immediately  try  to  remedy  with  the  means  at  our  disposal. 
Tie  Chairman.  As  a  result  of  the  assistance  of  the  plant  protection 
resentatives  who  were  sent  down  there,  do  you  know  whether  any 
ictments  were  obtained  of  any  of  these  persons  ? 
Ir.  McKeon.  I  believe  in  one  case;  yes — ^I  think  in  two  cases, 
'he  Chairman.  Outside  of  the  case  you  have  mentioned  ? 
Ir.  McKeon.  There  was  one  outside  of  the  case  I  have  mentioned 
he  Southern  Dry  Dock;  1  did  not  mention  that  name  before. 
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The  Chairman.  That  was  at  Orange,  Tex.  ? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  What  did  that  involve  ? 

Mr.  McKeon.  That  was  a  pay-roll  defalcation. 

The  Chairman.  By  one  of  the  officials  ? 

Mr.  McKeon.  It  was  one  of  the  subordinates — as  I  rememberii 

Tlie  Chairman.  And  that,  you  think,  resulted  in  indictment  f 

Mr.  McKeon.  T  believe  so.  That  I  think  was  consummated  i 
I  left  the  district. 

The  Chairman.  Was  it  any  part  of  your  duty  to  ascertain  wliei 
proper  progress  was  being  mane  under  the  contract  before  paynw 
were  certified  t 

Mr.  McKeon.  I  attempted  to  make  it  such. 

The  (Chairman.  How  ? 

Mr.  McKeon.  The  resident  inspectors  had  forms  of  reports  ti 
thev  had  filled  out  weekly  and  sent  into  the  district  office  to 
construction  manager  to  keep  him  advised  as  to  progress,  and  tb 
forms  of  reports  were  gotten  up  on  a  point  basis,  assigning  a  cert 
valuation  to  the  various  stag<»s  of  construction.  We  tooK  the  o 
tracts  and  assigned  to  the  various  payment  checks  mentioned  in  i 
contracts  the  possible  earnings  of  points.  It  was  on  an  arbitn 
basis,  and  no  way  of  getting  it  exact:  and  then  we  would  matdi! 
the  points  reported  by  the  inspector  on  his  progress  reiK>rt  wk'ik 
requin^ments  called  for  by  the  contract  to  any  stage  of  payment. 

In  addition  to  that  -that  was  a  secondary  check  on  theinspert 
himself,  because  I  required  his  signature  to  the  voucher— thit  tl 
progress  payment  had  been  duly  earned  at  the  plant,  and  ihenti 
voucher  would  come  in  and  I  would  make  that  check  on  it  toscetiu 
it  agreed  with  the  weekly  progress  reports  as  he  had  compiled tken 

Tlie  Chairman.  There  were  some  yards  there  that  dianotnwi 
proper  progress  under  their  contracts? 

^ir.  McKeon.  You  mean  from  the  point  of  view  of  construction! 

The  Chairman.  Yes. 

Mr.  McKeon.  All  of  the  yards,  Mr.  Chairman,  were  muchbeto 
their  schedule.  Of  course,  t  am  not  a  construction  man  andhiwH 
in  a  position  to  criticize  to  show  just  why,  but  T  can  genenillyslil 
that  the  yards  were  very  much  behind  all  of  the  anticipated  schedifc 

The  ('hairman.  Whether  or  not  that  mav  have  been  dueto(W«! 
in  furnishinjj  materinl  to  them? 

Mr.  McK>:ox.  I  do  not  think  there  is  very  much  to  that  pcMti 
bt'cause  in  the  most  cases  we  furnished  them  lumber  far  more  rap! 
than  they  were  abh^  to  handle  it. 

The  Chairman.  With  reference  to  plant  construction,  wtistlie 
in  that  also  ^ 

Mr.  McKeon.  Unquestionably,  in  our  district  all  but  the  XatioB 
Shinbiiilding  Co.  were  new  yards,  and  there  was  delay  in  gettt 
started  to  build  their  plants;  their  plants  had  to  be  entirenrcfl 
ofriicted  from  the  ground  up,  and  even  in  most  instances  cut  do' 
the  trees  to  dear  tlie  site. 

The  C'hairman.  And  was  there  delay  in  getting  materialsl 

Mr.  McKeon.  I  would  not  say  there  was  any  delay  of  cob 
quence.  The  contractors  in  presenting  claims  to  us  have  sho« 
advance  charges  against  us  for  delay  in  construction,  but  my  o 
personal  opinion  of  it  is  that  we  were  not  seriously  at  fault  there 
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Chairman.  Do  you  know  of  any  instances  where  lumber  was 
Led  fit  for  the  decks  before  it  was  furnished  for  the  keels  ? 
McKeon.  That  is  true  in  some  cases. 

Chairman.  That  was  not  any  fault  of  the  contractor,  was  it? 
Vf  cKeon.  No,  sir.  But  I  do  not  think  that  condition  was  bad 
I  to  really  delay  the  ship  construction  program.  There  was  a 
lot  of  lumber  shipped  in  that  could  not  oe  used  until  more 
5ed  stage  of  construction  could  be  reached,  but  I  think  on 
ole  lumber  was  furnished  sufficiently  fast  to  keep  them  going 
eell  under  the  conditions. 

Chairman.  Did  you  notice  any  instances  there  where  the 
ompany  would  be  operating  in  the  same  yard  on  a  cost  plus 
p  construction  and  a  lump  sum  on  plant  construction  ? 
McKeon.  Well,  I  think  vour  point  is  that  in  certain  instances 
ntractor  had  to  finance  Tiis  own  plant. 
Chairman.  Yes. 

McICeon.  And  we  would  be  paying  the  ship  construction  cost, 
true,  on  all  these  lump  sum  contracts  wnen  changed  to  the 
us  basis. 
Chairman.  That  was  changed  and  no  cost  of  delay  or  exces- 

t3nnent 

SfcKEON  (interposing).  Would  be  allowed  on  the  cost  plus. 
Chairman.  That  would  be  taken  care  of  and  changed  to  the 
us. 

McKeox.  Yes,  sir. 

Chairman.  And  the  Shipping  Board  suffered  no  loss  on  that 
t? 

McKeon.  Through  the  delay?  Had  there  been  any  exces- 
erhead  be  cause  of  the  delay  we  would  have  paid  it  on  the 
us  basis,  and  we  would  have  absorbed  that  loss. 
CiLviRMAN.  Do  you  know  of  any  cases  where  labor  or  material 
s  or  power  or  anything  of  that  sort  was  misappropriated  by 
the  contractors  in  these  cost  plus  yards  ? 
McKeon.  Well,  I  had  reports  reach  me  in  the  way  I  have 
ed  heretofore  that  such  was  the  case  at  one  plant  i  have  in 

Chairman.  You  have  spoken  of  those  things? 

McKeon.  Yes,  sir. 

Chairman.  And  they  were  inserted  in  your  previous  testimony 

g  matters  vou  refered  to  the  district  manager? 

McKeon.  Ves,  sir. 

Chairman.  I   assume  that  steps  were  taken  to  investigate 

r  they  were  true,  and  if  they  were  true  conditions  were  rem- 

McKeon.  We  did  more  than  rep)ort  them;  we  would  try  and 

them  up  and  see  if  we  could  get  an  adjustment,  if  we  could 

v  do  so.    . 

Chairman.  Did  you  find  any  such  conditions? 

McKeon.  Most  all  of  my  cases  are  a  matter  of  record.     I 

?.ommunicate  with  the  district  manager  in  the  form  of  a  letter, 

ling  the  remarks  that  had  reached  me  and  my  reasons  for 

his  investigation;  and  I  know  steps  would  be  taken  at  times 

edy  the  conditions  complained  of.     But  so  far  as  fixing  a 

nd  recovery  on  anything  that  had  passed,  I  can  not  recall  any 

e  of  that. 
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The  Chairman.  Do  you  recall  the  contract   with  the  Vm 
Sliipbuildinp.  Co.  ? 

Mr.  McKeox.  Yes,  sir.  ■» 

The  Chairman.  Was    there    anythuig    irregular    or   impropff 
cjuestioiiahle  presented  there  in  the  prosecution  of  that  work? 

Mr.  McKeon.  I'nder  either  lump  sum  basis  or  cost  plus? 

Tlie  (  'h AIRMAN.  There  was  at  anv  time  ? 

Mr.  McKeon.  There  was  a  lot  of  trouble  with  that  contract. 

The  Chairman.  What  was  it? 

Mr.  McKeon.  Due  to  their  financial  weakness,  they  were  hiri 
to  come  to  the  Fleet  Corporation  for  assistance  to  get  permission 
borrow  certain  of  the  ship  construction  funds  for  plant  constnii 
purposes,    and   then    later   on    there  was   considerable  controvi 
t)etween  the  district  manager  and  the  contractor  as  to  the  qualil 
certain  constni(!tion  work  that  had  been  done,  and  I  believe 
was  s(^ttled  by  compromise  agreement  whereby  the  contractor 
at  his  own  expense  to  make  that  defective  work  good. 

Tile  Chairman.  Of  course,  the  largest  shipbuilding  establisi 
in    the   country   were   financially    assisted    r)y    the  Shipping 
durin<;   this  tremendous  program   that  w^as  undertaken,  and  thai 
was    nothing    improper    about    making    advances    hnancially  ml 
fiuanciaJly  assisting  these  yards  down  there,  was  there? 

Mr.  McKeon.  Absolutely  not. 

The  Chairman.  And  was  there  any  improper  construction  fr 
covered  and  steps  taken  to  remedy  it  in  the  case  of  the  Unirenil 

Mr.  M(  Keon.  In  the  case  of  the  Universal  Co.  they  liad  to  mib 
<^oo(l  at  their  own  expense  the  defective  construction. 

Tlic  Chairman.  How  many  ships  did  they  have  to  build,  do  job 
know  ? 

Mr.  McKeon.  Twelve. 

The  Chairman.  And  how  man v  wavs  did  thev  have  ? 

Mr.  McKeon.   Eight. 

The  Chairman.  Did  they  build  the  12,  do  you  know? 

Mr.  McKeon.  I  do  not  believe  they  did.  After  I  left  the  district! 
am  certain  there  were  some  canceled. 

The  Chairman.  How  many  were  they  building  while  you  we« 
there  ( 

Mr.  McKeon.  They  had  eight  going. 

The  Cii  viRMAN.  Was  there  anything  with  reference  to  the  coo- 
tract  with  the  Midland  Bridge  &  Shipbuilding  Corporation  whii 
showed  any  irregularitv  and  improper  work,  or  overpayment  9 
unlaw^'ul  procedure  on  the  part  of  the  contractor? 

Mr.  McKeon.  I  believe  there  was  some  defective  work  there  thil 
had  to  be  corrected  and,  as  I  have  said,  .the  resident  inspector  »t  thit 
point  reported  to  me  at  times  that  the  labor  in  the  yard  was  not* 
efHciont  as  it  might  have  been;  put,  of  course,  that  was  the  condifti 
that  prevailed  all  over  the  country. 

The  Chairman.  Was  this  defective  work  cured? 

Mr.  McKeon.  I  understand  it  was  remedied,  but  they  were  on  th 
cost  plus  basis,  and,  as  far  as  I  know,  the  Fleet  Corporation  paidth 
entire  cost. 

The  Chairman.  Do  you  know  what  caused  this  improper  w^^ 
was  it  because  of  improper  specifications  or  poor  material  furnpw 
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Slie  Fleet  Corporation,  or  was  it  wholly  due  to  improper  workman- 

>  or  workmen  in  the  yards  ? 

Cr.  McKeon.  I  am  not  altogether  in  a  position,  Mr.  Walsh,  to 

3    upon   the   technical  construction  matters;  it  would  only  be 

rsay  or  second-hand  if  I  did. 

lie  Chairman.  You  did  not  investigate  it  at  all  ? 

Hr.  McKeon.  No,  sir. 

*lie    Chairman.  What  have  you  to  say  with  reference  to  the 

clonal  Shipbuilding  Co.  at  Orange  as  to  the  improper  work  ? 

ilr.  McK^ON.  They  were  on  tne  lump-sum    basis  all   the  way 

ough,  and,  so  far  as  I  know,  there  was  no  trouble  with  them  during 

construction  period.  I  have  heard  reports  that  there  was  some 
uble  with  some  of  the  boats  afterwards  on  accoimt  of  hogging,  but 
aive  no  information  about  any  trouble  during  the  active  construo- 
d  work. 

rhe  Chairman,  That,  of  course,  would  be  after  the  boats  were 
npleted  and  delivered  that  that  developed  ? 
ifi*.  McKeon.  Yes,  sir. 

Ihe  Chairman.  How  about  the  Midland,  the  McBride  &  Law; 
re  they  lump  sum  ? 

Mr.  McKeon.  They  were  lump  sum  to  start  with  and  changed  to 
§t  plus. 

The  Chairman.  Did  they  have  any  difficidties  or  trouble  with  them 
d  their  work  ? 

Mr.  McKeon.  There  was  some  trouble  with  the  American  Bureau 
Shipping.  One  of  the  boats  had  to  have  a  supporting  arch  built 
her.  That  was  at  the  orders  of  the  American  Bureau  of  Shipping. 
The  Chairman.  Was  that  after  completion  and  deUvery  or  beiojre  ? 
Mr.  McKeon.  No,  sir;  while  it  was  on  the  ways, 
rhe  Chairman.  Do  you  know  whether  that  was  because  of  de- 
tive  design  of  the  sort  of  material  used,  or  poor  workmanship  or 
'ause  of  Faulty  Specifications  ? 

tfr.  McKeon.  There,  again,  that  is  a  technical  matter,  but  I  will 
e  you  what  I  have  heard. 
The  Chairman.  Who  told  you  about  it? 
^Ir.  McKeon.  Members  of  the  construction  department. 
The  Chairman.  Down  there? 
ilr.  McKeon.  Yes,  sir;  f  understand  the  progress  of  construction 

that  boat  had  gotten  to  a  point  where  they  could  not  put  in  the 
:ra  flooring,  that  was  later  demanded  by  the  American  Bureau  of 
ippine,  to  strengthen  the  back  of  the  boat,  and  to  overcome  that 
feet  they  had  to  use  this  arch;  and  also  there  was  criticism,  I 
lieve,  by  the  American  Bureau  as  to  certain  scarfing  that  had  not 
sn  spaced  in  according  with  their  ideas;  the  butts  would  come  in  a 
aight  line,  which  would  mean  a  weak  place  in  the  boat  and  would 
b  like  a  hinge  when  any  stress  was  put  on  it,  and  I  believe  those  two 
Lsons  entered  into  that  extra  work  which  had  to  be  done. 
The  Chairman.  Did  the  American  Bureau  have  an  inspector  there 
ring  the  progress  of  this  work 't 

Mr.  aIcKeon  .  The  American  Bureau  had  inspectors  who  periodically 
ited  all  the  yards;  yes,  sir. 
rhe  Chairman.  From  the  inception  ? 

Mr,  McKeon.  Yes,  sir.     The  work  had  to  pass  the  approval  of 
J  American  Bureau  of  Shipping. 
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Tho  Cii AIRMAN.  If  the  American   Bureau's  inspectors  had 
dilijjcMit  thov  could  have  discovered  this  defect  before  it  wa^?  too 
to  put  this  additional  flooring  in,  could  it  not  ? 

Mr.  Mc'Kkon.  That    I    am    not    prepared    to    say.    There 
hundreds  of  changes  of  designs. 

The  Ch AIRMAN.  These  wooden  ships  built  down  there  were  of 
F(»rris  type,  were  they  not  i 

Mr.  M<'Kfx)n.  Yes,  sir. 

The  Chairman.  And  the  Ferris  type  of  ship  at  the  start  w« 
mucli  different  (iesign  than  it  was  when  they  got  through  c' 
th(»  specifications  and  altering  the  plans,  was  it  not  ? 

Mr.  McKeon.  Absolutely.     There  was  another  tvpe  of  constnifr 
tion   in   that   district,   the   Daugherty   type  buih   hy  the  Xt" 
Shipbuilding  and  National  Oil. 

Ihe  Chairman.  Well,  of  course,  there  were  quite  a  f ew  chingK 
in  the  various  designs,  were  there  not? 

Mr.  McKeon.  I    do   not   think,  Mr.   Chairman,    then*  were 
changes  in  that  boat,  because  it  was  inspected  by  Lloyds,  and 
was  l)uilt  accordhig  to  plans  and   specifications   prepared  bv  lb 
builder  liimself :  that  is  mv  understanaing. 

The  Chairman.  Well,  that  was  McBrioe  &  Law. 

Mr.  McKeon.  That  had  the  arch;  yes,  sir. 

The  Chairman.  Did  the  Fleet  Corporation  have  to  pay  for  thit, 
extra  ? 

Mr.  McKeon.  It  was  provided  in  the  new  cost  plus  contract »■ 
gotiated  with  McBride  &  Law  that  they  were  to  assume  a  portki    1 
of  that  cost.     I  do  not  know  what  the  plan  of  settlement  was. 

T\w  Cji AIRMAN.  How  many  ships  did  they  have  to  builds 

Mr.  M(  Keon.  They  started  out  with  four. 

Tlie  Chairman.  How  many  ways  ( 

Mr.  McKeon.  Two. 

The  Chairman.  How  about  the  Beaumont  Shipbuilding  &  D? 
Dock  Co.  were  there  delavs  and  improper  workmanship,  ova^ 
payment  or  advancements  wliich  were  not  justified  for  the  work! 

Mr.  McKeon.  Then*  were  delays  in  delivering  the  ships  there,  the 
same  as  at  other  places;  there  were  reports  of  defective  workmiD- 
sliip  there  the  same  as  in  other  places. 

The  CiLURMAN.  Did  it  result  m  increased  expense  to  the  Shippinj 
Board,  do  you  know  ^ 

Mr.  M(  Keon.  Well,  my  opinion  would  be — yes. 

Th(»  Chairman.  Tliere  w(»re  (*hanges  in  the  specifications,  though! 

Mr.  McKeon.  Yes;  the  same  conditions  there  as  at  other  yards. 

The  Chairman.  Did  the  American  Bureau  have  iiispei*tors  althit 
yard  '( 

Mr.  McKeon.  They  (hd  at  all  of  the  yards;  they  were  not  resident 
inspectors:  they  wen*  traveling  inspectors. 

The  Chairman.  What  do  you  say  about  the  Lone  Star  contrift; 
how  many  ships  did  they  have  to  build  i 

Mr.  McKeon.  Eight. 

The  Chairman.  How  many  ways? 

Mr.  McKeon.  Four. 

The  Chaii{Man.  With  reference  to  their  work  and  the  ships  they 
buiJ^    was   there    iu\\  Vyyv^^wXwtvV^   q»t  ^^\^i5i\lv5^  N^^xt  or  improper 

pannonts  ( 
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McKeon.  I  will  say,  generally,  that  in  most  of  the  yards  there 
rouble  with  the  ship  construction,  because  it  was  a  new  thing 
>st  of  the  builders,  and  they  did  the  best  they  could  under  the 
Qstances.  In  that  particular  yard  I  am  informed — I  am  not 
dtion  to  say  from  any  personal  knowledge  as  to  construction — 
he  first  boat  had  some  defects,  but  that  the  other  boats  turned 
ere  considered  good  boats. 

i  Chairman.  The  other  boats  that  were  turned  out  might  have 
lie  improved  designs  and  specifications  which  had  been  ordered, 
le  first  boat  did  not  have  ? 

McKeox.  That  may  be  true. 
3  Chairman.  Was  there  any  claim  filed  or  passed  through  your 
J  in  the  Lone  Star  Shipbuilding  Co.  case  for  the  payment  or 
lase  ot  Liberty  bonds  ? 

.  McKeox.  They  did  not  pass  through  my  hands,  for  the  reason 
the  contract  was  on  the  lump-sum  basis,  when  these  Liberty 
drives  were  under  way,  and  his  arrangements  with  his  workmen 
made  by  liimself .  We  had  no  supervision  over  them, 
e  Chairmax.  Did  not  the  claims  for  reimbursement  come  through 
office  ? 

.  McKeox.  Claims  for  reimbursement  on  Liberty  bonds? 
B  Chairman.  Yes. 

.  McKeon.  I  think  there  is  another  item  you  are  speaking  of, 
'hairman.  Do  vou  mean  the  loss  on  the  sale  of  Liberty  bonds  ? 
B  Chairmax.  Yes. 

.  McKeon.  There  was  a  claim  presented  to  the  Shipping  Board 
3orb  the  loss  on  the  sale  of  Liberty  bonds :  yes,  sir. 
B  Chairman.  Did  that  go  through  your  office? 
.  McKeon.  It  was  presented  as  a  form  of  claim.     I  refused  to 
)wledge  it. 

B  Chairman.  What  was  the  claim  made  on  ?  What  was  that 
ion  that  was  raised  in  connection  with  those  bonds  ? 
.  McKeon.  The  Lone  Star  Shipbuilding  Co.  started  out  on  the 
•sum  basis,  under  the  terms  of  which  we  paid  1 0  per  cent  of  the 
act  price,  which  was  deposited  in  what  was  called  the  *'Con- 
d  account,"  to  insure  that  the  proceeds  of  that  deposit  were 
for  ship  construction.  We  paid  vouchers  out  of  that  upon  pre- 
tion  by  the  contractor,  approved  by  the  signature  of  our  inspec- 
we  did  not  make  what  would  be  called  an  audit  of  that — the 

were  considered  to  be  liis,  technically,  but  held  in  control 
\  to  see  that  they  reached  the  ultimate  purpose  of  going  into 
construction. 

B  Chairman.  Just  a  minute;  let  us  sec  if  we  get  that. 
.  McKeon.  I  am  going  to  bring  that  right  up,  Mr.  Chairman. 
B  Chairman.  Let  us  see  if  this  is  the  same  plan  we  had  with 
5nce   to  other  yards:  The   amount  necessary  to  pay  for  the 
ruction  of  the  ship  was  put  into  what  was  known  as  the  con- 
d  account. 

.  McKeon.  No,  sir;  only  a  percentage  of  the  total  contract — 
r  cent. 

?  Chairman.  How  many  ships  did  they  have  to  build? 
.  McKeon.  Eight. 
3  Chairman,  flow  many  ways?    * 

McKeon.  Four. 

Chairman.   What  percentage? 
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Mr.  M(  Keox.  Ten  per  cent  of  .S2,400,000. 

The  Chairman.  Was  put  into  the  controlled  account? 

Mr.  McKeox.  Yes,  sir. 

The  riiAiRMAX.  At  the  beginning  of  the  work? 

Mr.  McKeox.  At  the  beginning:  that  was  supposed  to  pre 
tlH»m  with  funds  enough  to  make  their  immeaiate  purchase 
material.  They  naturally  had  to  place  large  orders  in  the  hegini 
for  the  rec^uirements  of  iron  and  lumber,  etc.,  and  when  tliatm 
was  deposited  on  presentation  of  a  sworn  affidavit  that  thev 
hicod  orders  ecfuivalent  to  that  amount,  the  funds  were  presuim 
e  withdrawn  to  meet  those  obligaticms  and  pav  rolls. 

I  believe  it  was  during:  the  Second  liibertv  foan  drive,  eithei 
First  or  Second,  that  there  were  quite  a  large  sum  in  this  contr 
account  at  that  time,  because  ship  construction  had  not  progrc 
very  fast  -the  plant  bein^  about  under  construction  for  a  vh 
and  the  Lone  Star  applied  for  permission  to  withdraw  SlOtW 
the  purpose  of  subscrining  to  some  Liberty  bonds.  Permission 
secunul  from  the  home-office  officials  to  make  that  withdrawal. 

The  CiiAiUMAx.  Did  that  permission  go  through  your  office f 

Mr.  McKeox.   Yes,  sir. 

The  Chatrmax.  ^^^^o  gave  the  permission? 

Mr.  McKeox.  My  instructions  were  transmitted  by  Mr.  Bei 
the  general  auditor;  1  countersigned  a  che^'k  to  purchase  t 
T  jberty  bonds,  and  they  were  held  by  the  Bankers  Trust  C( 
trustee,  to  prevent  any  diversion  of  the  funds  by  sale  of  the  b( 
At  a  later  (late  the  contractor  needed  the  money,  because  ship 
struction  had  speeded  up,  and  he  had  used  up  practically  all 
was  in  th(^  controlled  account  and  was  not  earning  progress 
inents  fast  enough  to  do  without  this  money  that  had  been  ti) 
into  the  bonds,  and  permission  was  granted  to  sell  thera. 

Thf^  Ciiairmax.  W\\o  gave  them  permission  to  sell  thera? 

Mr.  McKeox.  The  home  office. 

The  Ciiairmax.  Did  it  go  through  your  office? 

Mr.  McKeox.  Xo,  sir:  I  believe  that  was  handled  direct  wit 
Lone  Star  people;  the  proceeds  of  the  sale  were  credited  to  th( 
trolh^d  account  and  spent  in  the  usual  way.  There  was  a  k 
that  transaction  of  over  $4,000 — I  forget  the  exact  figure. 

The  Chairman.  Why? 

Mr.  M(  Keox.  They  were  sold  at  a  discount;  they  were  pure 
at  par  and  sold  at  less  than  they  actually  cost. 

The  CiiAii^MAN.  How  long  after  they  were  purchased  wen 
actually  sold  ? 

Mr.  McKeox.  I  would  think  about  five  months. 

The  Ciiairmax.  The  entire  lot  of  bonds  were  sold— $1 
worth  were  sold  ^ 

Mr.  McKeox.  I  do  not  befieve  they  were  allotted  $100,00 
recollection  is  that  thev  got  »90,000. 

The  Chairmax.  Ancf  $86,000  was  all  that  was  received  for 

Mr.  McKj:ox.  Yes,  sir — that  Ls,  if  my  assumption  is  correct 
figures  I  am  not  fresh  on. 

The  Ciiairmax.  Was  there  a  claim  made  for  that  $4,000? 

Mr.  McKeon.  TVie  cov\lT«LC^tior ,  after  the^  were  changed  t 
plus  basis,  reouestedl\veY\e^\,^ot^oT^^oxv\»\^\\x&i^^ 

loss. 
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iRMAN.  To  reimburse  him  for  the  loss? 

[^EON.  Yes,  sir.     They  filed  a  formal  claim  for  that  re- 

iRMAN.  The   $90,000   was    taken   out   of   the   controlled 

lEON.  Yes,  sir. 

iRMAX.  And  the  bonds  were  purchased,  and  when  they 
there  was  only  $86,000  put  back  there  in  the  controlled 
r  use  of  the  contractor? 
LEON.  Yes,  sir. 

IRMAN.  And  when  they  were  changed  to  cost  plus,  he 
he  be  allowed  that  $4,000? 
Leon.  Yes,  sir. 
IRMAN.  r3o  vou  know  whether  or  not  that  claim  has  been 

9 

Leon.  I  have  been  informed  that  they  are  not  going  to 

IRMAN.  You  do  not  know  whether  or  not  that  is  correct? 
Leon.  I  will  not  say  definitely. 
IRMAN.  Mr.  Tweedale  would  know? 
Leon.  Mr.  Adamson  would  know. 

IRMAN.  How  about  the  Southern  Dry  Dock  &  Shipbuild- 
ny  at  Orange  ?  Were  there  any  matters  of  improper  pay- 
reradvanccs  or  defective  work,  undue  delays  or  imlawful 
s  in  connection  with  that  contract  that  you  know  of  ? 
;^EON.  There  was  considerable  delay  in  the  delivery  of 
past  the  estimated  dates. 

IRMAN.  How  many  ships  did  they  have  to  build? 
Leon.  Four. 

IRMAN.  How  many  ways? 
Leon.  Two. 

IRMAN.  What  were  the  delays  due  to? 
Leon.  Well,  they  had  to  construct  their  own  plant,  and 
oceed  as  rapidly  as  they  anticipated;  they  had  the  usual 
to  contend  witli,  inexperienced  workmen — and  they  also 
tieral  condition  down  there  to  contend  with  of  inexperience 
t  of  the  company  in  shipbuilding.  They  took  a  contract  to 
;,  and  the  principals  of  the  company  did  not  profess  to  be 
-s  and  they  hired  superintendents  who  had  the  technical 

IRMAN.  How  about  the  Beaumont  Shipbuilding  &  Dry 

pany — how  many  ships  were  they  to  build? 

k.EON.  They  were  originally  to  build  four. 

IRMAN .  How  many  ways  ? 

Leon.  Four  ways. 

JRMAN.  Was  there  any  undue  d.elay  in  coniiection  with  that 

liff'erent  from  the  other  yards  down  there  ? 

Leon.  The  same  condition  prevailed. 

IRMAN.  Was  there  any  defective  work  turned  out? 

Leon.  There  was  defective  work. 

JRMAN.  Was  it  remedied  ? 

Leon.  Yes,  sir. 

.IRMAN.  Did  the  Fleet  Corporation  suffer  nny  loss? 
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Mr.  Mc^Keox.  The  expense  of  remedying  the  work  was  borne 
the  Fleet  Corporation  under  the  cost-plus  plan. 

The  Chairman.  Do  you  know  how  much  the  expense  wa.s? 

Mr.  McKeon.  I  could  not  estimate  that. 

The  Chairman.  Were  there  any  subsequent  contracts  given  toti 
concern  ? 

Mr.  Mc  Keon.  They  were  changed  to  cost-plus  basis,  and  thejai 
received  the  marine  railway  contract  and  the  dry  dock  contract,  sn 
sequent  to  the  ship  contract. 

The  Chairman.  How  long  afterguards? 

Mr.  McKeon.  Why,  I  would  estimate  about  eight  months  after t 
date  of  th<»  lump-sum  contract. 

The  Chairman.  Did  they  complete  the  four  ships? 

Mr.  M(  Keon.  Yes,  sir. 

The  Chairman.  They  cleared  the  ways? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  it  is  still  a  going  conceral 

Mr.  McKeon.  I  do  not  believe  they  are  building  ships.  TheFk 
Corporation  is  now  renting  the  plant— at  least  paying  a  rental fortl 
plant  for  the  purpose  of  storing  materials  there. 

The  Chairman.  That  is  a  concentration  plant? 

Mr.  McKeon.  Yes,  sir. 

The  Chairman.  While  you  were  down  there  did  you  comejifw 
Miiy  irregularities  involving  forged  pay  rolls? 

Mr.  McKeon.  The  Department  of  Investigation  representitj^ 
whom  I  referred  to  before  in  my  testimony,  told  me  that  he  b 
developed  cases  of  forged  indorsements  on  checks  in  the  case  of  i 
Lone  Star  Shipbuilding  Co. 

The  Chairman.  Were  there  any  irregulariti(»s  in  connection  w 
contributions  to  the  Red  Cross  or  other  drives? 

Mr.  McKeon.  T  have  heard  that  alleged,  but  I  have  no  defii 
proof  of  it  myself. 

The  Chairman.  You  do  not  know  about  that  ? 

Mr.  McKeon.  No,  sir. 

The  Chairman.  You  never  investigated  it? 

Mr.  McKeon.  No,  sir. 

The  (Chairman.  And  you  never  heard  any  complaints  as  to 
result  of  which  you  set  any  investigation  on  foot  ? 

Mr.  McKeon."  I  have  had  no  official  complaint  at  all. 

The  Chairman.  What  is  your  work  here  in  the  home  office? 

>rr.  ^[(^Keon.  I  am  in  chaise  of  the  Construction  Division,  ai 
iiiiT  and  accounting. 

Tlie  Chairman.  Who.se  work  do  you  audit? 

^fr.  ^^(  Keon.  I  have  the  general  supervision  of  the  Du 
Comptroller's  accounts,  and  T  have  supervision  of  the  travi 
auditing  st'iff,  which  visits  and  checks  up  work  of  the  district  off 
and  does  any  other  auditins:  work  that  the  home  office  requires 

The  Chairman.  Do  you  make  audits  which  are  lat<?r  made 
basis  of  settlement  ( 

Mr.  iNfcKEON.  The  audits  which  are  made  the  basis  of  settlen 
are  made  by  the  district  comptrollers,  who  report  to  me:  thi 
made  through  their  organizations. 


SHIPPING  BOARD  OPERATIONS.  3383 

e  Chairman.  When  they  go  through  a  yard — the  district  coaip- 

er  or  the  district  auditor,  whoever  it  is — and  audits  the  books, 

do  they  report  to  you?     Do  they  come  in  and  say  "the  books 

ohn  Jones  Ship-building  Corporation  have  been  audited  and  we 

the  books  all  right?'' 
r.  McKeon.  TheT  render  a  written  report  showing  in  all  the 
il  that  it  is  possible  to  derive  from  the  condition  of  the  records, 
t  the  various  elements  of  cost  are  and  segregate  them. 
e  Chairman.  They  do  not  make  a  copy  of  the  reports  ? 
.  McKeon.  No;  they  give  me  a  summarized  report  of  that  and 
Ocmes  to  Mr.  A  damson  as  the  basis  of  his  work. 
The  Chairman.  You  submit  that  to  Mr.  Adamson  ? 
^^r.  McKeon.  Yes,  sir. 

iTie  Chairman.  Did  vou  have  come  to  vou  any  audit  of  the  Beth- 
Com})anies  ? 
McKeon.  We  are  now  engaged  in  an  audit  of  the  Bethlehem 

S sanies.     There  has  been  in  the  past  an  ordinary  routine  audit 
led  by  our  district  officers  tlirough  their  resident  auditors,  but 
•^  is  a  special  audit  under  way  at  the  present  time  of  all  the 
^hJehem  Corporation  transactions  in  the  East. 
*^  e  Chairman.  That  is  under  way  ? 
.  McKeon.  Yes,  sir. 

e  Chairman.  Is  that  being  made  bv  the  Fleet  Corporation? 
r.  McKeon.  No,   sir— the  responsibility  is  divided;   the  Fleet 
*X>oration   auditors   are   checking  up   the   overhead    and    Perley, 
^^t*se  &  Company;  public  accountants  are  checking  the  labor  and 
Jijjberial  costs. 

TC*he  Chairman.  Whom  are  Perley-Morse  being  paid  by? 
^Ir.  McKeon.  By  the  Fleet  Corporation. 

iTie  Chairman.  What  is   the   occasion   for   their  hiring  Perley, 
Orse  to  do  that  work  ? 

Xfr.  McKeon.  That  is  something,  Mr.  Chairman,  that  I  could  not 
ain;  that  was  an  arrangement  entered  into  b}^  the  former  Comp- 
oller,  with  the  approval  of  a  former  chairman. 
The  Chairman.  What  former  chairman? 
3^fr.  McKeon.  Judge  Payne 

The   Chairman.  And   was   that    contract   entered   into   between 
^rley-  iroi^se  and  the  BoHrd  '( 
Mr.  McKeon.  Yes,  sir. 
^^^    The  Chairman.  Do  you  know  why  it  was  separated,  the  overhead 
^J&ing  done  by  the  Shipping  Board  and  the  time  and  material  by 
^^erley-Morse  ? 

^    Mr.  McKeon.  Because  of  a  controversy  that  arose  between  Perley- 
A'torse  &  Co.  and  the  Bethlehem  Shipbuililing  Corporation. 
The  Chairman.  Were  they  employed  to  do  it  all,  originally  ? 
Mr.  McKeon.  Yes,  sir. 

The  Chairman.  And  did  they  start  to  do  it  all? 
Mr.  McKeon.  They  started  to  make  a  complete  audit,  and  then  this 
Controversy  arose,  the  result  of  which,  as  a  compromise,  Perley-Morse 
^  Co.  were  excluded  from  the  overhead  audits. 

The  Chairman.  Do  you  know  anything  about  how  much  the  Perley- 
^orse  audit  has  cost  tlie  Fleet  Corporation  ? 

Mr.  McKeon.  To  date  we  have  paid  over  $500,000 — that  is,  in 
lictual  payments;  and  their  December  bill  is  due,  which  I  presume 
Mrill  be  another  $50,000  or  $60,000. 
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The  Chairman.  How  near  finished  are  they? 

Mr.  McKeon.  That  I  could  not  tell  you,  because  the  repo 
have  received  from  them  to  date  are  not  sufficiently  clear— a 
are  not  in  enough  detail  to  draw  such  a  conclusion. 

The  CHAIRMAN.  Is  this  audit  being  made  as  a  basis  for  sett 
with  the  Bethlehem  Co.  ? 

Mr.  McKeon.  It  will  be  used,  when  complete,  as  the  bj 
settlement.    * 

The  Chairman.  In  your  judgment  will  it  be  worth  the  men 
is  paid  for  it  1 

Mr.  McKeon.  If  they  produce  the  results,  it  would. 

Tlie  Chairman.  If  it  is  worth  the  money  that  is  being  paid  f< 
course,  it  will  be  worth  the  money  we  paiJi  for  it.  But,  in  you 
ment,  will  it  be  worth  the  money,  from  what  you  have  seen  fr 
audit  thus  far? 

Mr.  McKeon.  As  far  as  reported  to  us  to  date,  and  I  am  odI} 
ing  from  what  has  been  reported,  we  have  not  got  anything  t 
for  that  expenditure  of  money.     Of  course,  the  auditor  has 
work  in  progress  which  may  produce  results  when  he  has  final 
eluded  his  work. 

nie  Chairman.  What  was  the  general  ]>roeedure  of  you: 
when  Mr.  Bender  was  comptroller  ? 

Mr.  McKeon.  Are  you  referring  to.  the  home  office,  Mr.  Clu 
or  the  field,  now  ? 

The  Chairman.  Well,  your  office  now. 

Mr.  McKeon.  I  was  in  the  field  at  that  time. 

The  QiAiRMAN.  Well,  then,  what  was  the  procedure,  if  yc 
employed  in  the  field ;  what  course  did  you  pursue — the  same 
liave  since-  any  different  when  the  new  comptroller  came  ini 

Mr.  McKeon.  There  have  been  some  changes  in  the  arran^ 
there  was  some  reorganization  of  the  district  offices,  changes 
That  was  just  prior  to  the  time  Mr.  Bender  resigned,  and  pra 
the  organization  set  up  at  that  time  exists  to-day. 

The  Chairman.  It  is  just  the  same  now? 

Mr.  McKeon.  Practically  the  same. 

The  Ciiaiuman.  xVo  changes? 

Mr.  McKeon.  Tliere  are  some  slight  changes. 

The  CiiAiKMAN.    But  not  of  any  consequence^ 

Mr.  McKeon.  But  not  of  any  consequence. 

The  Chaikman.  Do  you  know  Mr.  C.  O.  Yoakum? 

Mr.  McKeon.  I  met  him  through  his  connection  with  th( 
mont  Shipbuilding  &  Dry  Dock  Co.  when  I  was  in  the  Gulf  < 

The  Chairman.  What  was  his  connection  with  it? 

Mr.    McKeon.  General    manager. 

The  Chairman.  Did  he  later  go  to  work  for  the  Shipping  B 
Fleet  Corporation^ 

Mr.  McKeon.  He  did. 

The  Chairman.  In  what  capacity? 

Mr.  McKeon.  As  an  assistant  to  the  manager  of  the  woe 
struction  division. 

The  Chairman.  Do  you  know  whether  he  is  still  with  th 
Corporation  ? 

Mr.  McKeon.  1  do  \\ot\>^\\«v^\ifc\a\Rk-dA.Y- 

The  Chairman  .  W^val  \s\ye  <icyvTv^\^yA»:^  ;\\  ^qm>k£nss^\  \a. 

this  Beaumont  concorxv  ^^avcv"^ 
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That  I  could  not  say;  he  was  out  on  the  coast  as 
iid  sales  manngor  until  recently. 
r.  Did  it  become  necessary  for  you  to  iiujuire  who 
I  stockholders  of  the  various  corporations  were, 
the  contracts  with  them  or  in  changing  from  lump 
,  or  in  arranging  for  settlement  or  audit  1 
Most  of  the  contracts  were  negotiated  without  any 
district  office.  There  were  some  instances  where  we 
1  to  make  an  cxamiuatton  of  the  contraciors'  affairs 
ata  that  we  could  collect  bearing  upon  their  person- 
standing  to  the  home  office,  which  they  would  use 
termining  whether  or  not  it  was  advisable  to  give 
but  the  majority  of  the  contracts  that  I  handler  in 
were  negotiated  without  tliat  formality. 
;.  Do  you  know  of  any  employees  of  the  Fleet  Cor- 
the  employ  of  the  Kleet  Corporation  or  the  Shipping 
pting  emplov'ment  with  the  shipbuilding  concerns 
resulted  in  disadvantage  to  the  Fleet  Corporation? 
There  have  been  instances  where  employees  of  the 
1  have  resigned  to  take  positions  with  shipbuilders. 

I  had  an  instance  in  my  traveling  auditing  staff. 
i.  Did  it  result  in  any  disadvantage  to  the  Fleet 
hipping  Board  ? 

Well,  I  would  say  that  he  would  take  with  him  a 
;e  acquired  while  serving  the  Fleet,  knowing  our 
tting  perhaps  some  inside  information.  If  a  man 
:arried  out  his  duties  with  the  shipbuilder,  and  did 
advantage,  I  would  not  say  it  would  result  in  any 
uld  depend  on  the  personal  et|uation. 

.  You  did  not  have  an  organization  up  there  in  the 
that  you  could  not  afford  to  lose  a  man,  did  you? 

I  (Jo  not  think  you  can  say  that  of  any  man. 

.And  if  you  did  not  have  an  organization  set  up  so 
t  and  went  outside,  that  the  Shipping  Board  or  the 
n  would  not  be  in  a  position  to  look  out  for  itself, 

No,  sir;  we  certainly  weri'  not  in  a  position  where 
k  out  for  ourselves. 

.  Then,  were  there  any  instances  in  which  men  left 
le  Shipping  lioard  or  the  Fleet  Corporation  and  ac- 
int  with  the  shipbuilding  concern  that  resulted  in  any 

the  Shipping  Board  or  the  Emergency  Fleet  Cor- 

I  could  not  cite  an  instance. 

.  u^  w^....^„..".  Do  you  know  of  any  instances   the  other  way 

SL^Ound,  where  they  left  the  shipbuilder  and  accepted  a  job  with  the 

**«ipping  Board  or  Fleet  Corporation  where  it  resulted  in  any  dis- 

S^jlvantage  to  the  Government  or  the  Shipping  Board  or  the  Fleet 

^^^■'^^rporation  ? 

^_^Wr.  McKeon.  I  know  of  instances  where  employees  have  left  the 
^***ipbuilding  companies  to  come  with  the  Fleet  Corporation.  The 
^~*Xly  one  I  would  want  to  express  an  opinion  on  is  a  man  now  with 
?**^  as  traveling  auditor,  and  1  will  say  he  is  a  very  good,  capable 
"^**«n  and  experienced  man,  and  that  he  is  va\via\i\ei  \x>  Ms  tiQ"*. 
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The  Chaikman.  That  resulted  in  an  advantage  to  you? 

Mr.  McKeox.  I  would  say  that  is  an  advantage. 

The  Chairman.  Do  vou  Icnow  of  anv  instances  where  it  rcsiill 
ji  disadvantage  or  proven  a  handicap  in  the  operations  of  the 
pinjy^  Board  or  tlie  Emergency  Fleet  Corporation  ? 

Mr.  McKeox.  Not  that  1  could  make  a  definite  statement 
Mr.  Walsh. 

Tlie  (^iiAMiMAX.  Have  vou  investis:ated  claims  of  contract( 
ainortizatif)n  of  their  plants? 

Mr.  McKkox.  The  investijcation  of  claims  is  handled  bv  Mr.. 
son.     We  supply  all  the  financial  data  that  we  gather  from  the 

The  Chaiumax.  Without  recommendation? 

Mr.  McKeox.  We  do  give  him  our  opinion,  but  he  is  the 
seiitiUive  of  the  cjeneral  comptroller,  who  goes  before  thecance 
board  and  arguc^s  the  case  from  the  comptroller's  viewpoint. 

The  Chaikmax.  Have  you  given  the  facts  and  figures  with 
cnce  to  claims  for  amortization,  which  you  have  experieuof 
opinion  that  the  claims  were  exhorbitant  in  any  instances,  or 
is  too  strong  a  term,  were  excessive  or  w:t*re  improper^ 

Mr.  McKeox.  There  are  matters  of  record,  Mr.  Chairman, 
could  not  cite  offhand  when*  our  auditors  have  re<'oinmen(it^ 
certain  chtims  were  apparently  excessive. 

The  Chaikmax.  Are  you  familiar  with  the  operations  ot  anv 
sliipvards  in   an\    other  section  of  the  countrv  besides  the 

•  •  • 

district  ( 

Mr.  McKeox.  .\ot  close  enough  to  make  any  comments,  onl 
<^ciicral  wav  from  hearsav. 

The  CiiAiitMvx.  Now.  in  a  general  way,  were  the  operations 
in  tile  Texas  district,  o\(t  which  you  had  jurisdiction,  consist 
plant  construction,  sliiphuilding,  installation,  and  construction ( 
docks  an<l  ways,  marine  railways,  carried  on  as  advantap 
tlirougli  the  Shipping  Board  and  the  Fleet  Corporation  as  in 
districts  wliere  sunilar  work  was  in  progress  under  contract  wi 
(luvernment  (  .     . 

Ml".  M(  Kkox.  In  various  section  of  the  country  the  condition 
a  irood  (leid  difrerent.  and  certain  wood  contractors  made  much 
showing:  in  other  instances,  the  wood-ship  contractors  thatl 
henid  j>[H)ut  lui'.'e  made  a  far  worse  showing.  I  think  there  wer 
iionest  attempts  at  ij:ivinii:  the  (iovernment  a  fair  deal  in  thesoi 
districts;  some  contractors,  in  my  opinion,  worked  hard  am 
seieiitiously. 

The  Chaikmax.  ^'ou  say  ilicre  were  some  honest  attempts. 
nie.'in  that  in  some  instances  there  were  not  any  attempts  togi 
(joveriinieFit  a  lair  (h»al  ( 

Mr.  McKi:ox.  I  mean  by  that,  that  the  efficiency  of  cl?rtttin 
iinih'i*  th.e  conditions  indicated  a  more  favorable  showing  t 
others,  (hie  to  evp.u'ience,  perhaps  most  of  it. 

The  Chairman.  Of  course  it  would  be  supposed,  Mr.  McK 
would  be  practically  impossible  to  have  two  yards,  either  in  tb 
district  or  located  at  diflerent  districts  of  the  same  size,  with  th 
kind  of  a  contract,  have  the  same  kind  of  a  ship,  and  to  havi 
show  up  just  the  same. 

Mr.  McKeon.  T\\al  \s  Uu^. 
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le  Chairman.  With  the  same  rate  of  progress  and  the  same  class 
ork,  it  would  give  the  same  results^  would  it  not  ? 
\  McKeon.   X  es,  sir;  I  agree  with  you. 
Chairman.  If  there  were  any  cases  of  defective  work,  improper 
"i  down  there  in  the  Texas  district — this  district  over  which  you 

i'urisdiction,  were  they  due  to  causes  which  the  Shipping  Board 
.  remedy,  or  were  they  just  due  to  existing  conditions,  such  as 
lerienced  workmen,  delay  in  getting  material,  lack  of  facilities 
[ack  of  proper  labor  supply  or  any  other  matters  of  that  sort;  and 
that  be  attributed  to  those  things,  or  could  it  be  attributed  to 
design  to  go  in  to  make  some  money  out  of  the  Govenunent  and 
by  just  as  easy  as  they  could  ? 

"  '.  McB^EON.  I  would  say  that  they  would  be  contributed  by  the 
which  you  have  stated. 
le  Chairman.  Which  causes  ? 

'.  McKeon.  Inexperience,  lack  of  efficient  help,  conditions  of  that 
itire? 
TPhe  Chairman.  You  saw  nothing  down  there  to  indicate  that  there 
any  desire  to  mulct  the  Government  intentionally  by  giving  them 
work  and  improper  material  and  skimming  work  and  evading 
terms  of  the  contract  ? 
_.  lii.  McKiiON.  I  would  not  say,  Mr.  Chairman,  that  any  of  the  con- 
ppBctors  went  at  it  with  that  motive.  There  were  cases  of  defective 
^^'•rkmanship,  which  may  have  been  accounted  for  by  dishonest 
'^'Orkinen  who  did  not  want  to  put  in  an  honest  day's  work,  to  get  by 
*•  easy  as  they  could  and  get  it  past  the  inspectors. 

.  The  Chairman.  In  your  judgment,  were  tnere  sufficient  inspection 
*>at5es  in  those  yards  down  there  to  keep  track  of  the  work  and  supply 
^Nfcterials  and  check  up  the  arrival  of  material  and  turning  out  oi  the 
Sr^Osrk  ?  As  you  observed  it  down  there  in  that  district  were  condi- 
•^^Hs  the  same  there  as  they  were  in  many  other  districts  where  in- 
fetectors  were  few  and  more  inspectors  might  have  been  to  the  advan- 
■•Re  of  the  Shipping  Board  or  Fleet  Corporation  ? 

Air.  McKeon.  In  getting  trained  inspectors  for  wood  ship  con- 
^'sjxiction,  Mr.  Chairman,  was  a  very  difficult  task  when  we  started 
^tttr  program. 

The  Chairman.  And  there  was  a  lack  of  men  down  there  ? 
lifr.  McKeon.  Yes,  sir. 
The  Chairman.  As  there  was  elsewhere. 
Mr.  McKeon.  The  same  condition  as  elsewhere. 
The  Chairman.  But  if  they  had  had  more  it  would  have  been  to 
^e  advantage  of  the  Government  ? 

•  Mr.  McKeon.  I  would  say  that  some  more  help  along  that  line 
■*^ould  have  been  helpful. 

The  Chairman.  Just  a  question  or  two  more  reverting  to  this  ques- 
tion of  amortization:   Do  you  recall  any  instances  where  claims  for 
B^mortization  were  submitted  on  which  jou  expressed  the  opinion  that 
tViey  were  bad  jud^ent  or  too  much  m  that  yard  ? 
Mr.  McKeon.  Which  yard  are  you  referring  to  ? 
The  Chairman.  Any  of  the  yards  down  in  that  district. 
Mr.  McKeon.  The  final  settlement  with  all  the  largest  contractors 
^as  made  after  I  left  the  district. 

177068— 21— PT  9 8 
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The  Chairman.  I  mean  when  the  claim  was  submitted,  do 
recall  having  expressed  the  opinion  to  your  superior  officer  or  to 
coordinate  official  that  the  claims  for  amortization  in  any  of 
yards  down  there — any  particular  yard — ^was  too  much  ? 

Mr.  "McKeon.  I  expressed  a  certain  opinion  as  to  a  settlement 
the  Beaumont  Shipbuilding  &  Dry  Dock  Co.  to  my  superior, 
Bender:  yes,  sir. 

The  Chairman.  What  was  that — about  amortization  if 

Mr.  McKeon.  It  had  to  do  with  the  general  conditions  ol 
contract. 

The  Chairman.  What  was  the  opinion  expressed  ? 

Mr.  McKeon.  Tliat  I  thought  the  revised  contract  was  in  fav 
the  contractor. 

The  Chairman.  Mr.  McKeon,  will  you  come  back  to-morrow  n 
ing  at  a  cniarter  of  10? 

Air.  McKeon.  I  will  be  glad  to  do  so. 

The  Chairman.  The  committee  will  now  adjourn  until  *^Al 
morrow  morning. 

(Thereupon;  at  5.30  o'clock  p.  m.  the  committee  adjourned  toi 
to-morrow,  Jan.  12,  1921,  at  9.45  o'clock  a.  m.) 
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Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
WaMnrgtoUj  D.  C,  January  12^  1921. 

le  cominittee  mot  at  9.45  o'clock  a.  m.,  pursuant  to  adjournment 

n  yesterday;  Hon.  Joseph  Walsh  (chairman)  presiding. 

Tesent  also:  Representatives  Connally  and  Steele. 

Tie  Chairman.  Mr.  McKeon,  you  may  resume  the  stand. 

TESTIMONT  OF  MR.  WHTFIELD  McKEON— Resumed. 

le  Chairman.  Mr.  McKeon,  while  you  were  charged  with  the 
Ls  in  the  district,  did  vou  come  across  any  cases  of  overcharges  for 
r  or  material  in  all  of  the  yards  ? 

r.  McKeon.  There  were  certain  instances  where  I  raised  ques- 
i  with  the  district  manager,  and  the  case  was  decided  after  receiv- 
"^iis  approval. 

do  Chairman.  Were  they  adjusted? 

r.  McKeon.  In  most  cases  the  district  manager  authorized  the 
aient  and  was  satisfied  vrith  the  expenditure, 
he  Chairman.  Wliat  is  that? 

J.  McKeon.  I  say,  in  most  cases  the  district  manager  authorized 
payment  and  sai^  he  was  satisfied  with  the  expenditure, 
he  Chairman.  I  do  not  mean  cases  of  that  sort,  where  the  district 
lager  authorizes  the  expenditures;  I  mean  an  overcharge  which 
not  authorized — an  excessive  charge,  or  charge  for  overtime 
ch  was  excessive  or  beyond  the  rate  permitted  bv  the  contracts. 
[r.  McKeon.  There  have  been  some  matters  which  are  not  yet 
led  of  tha^t  nature  down  there ;  matters  in  which  that  remains  to 
letermined  whether  it  is  an  overcharge,  and  that  is  dependent  upon 
1  settlement  with  one  of  the  contractors. 

he  Chairman.  Have  all  of  those  contractors  been  settled  with 
n  there  ? 

[r.  McKeon.  Not  entirely;  no,  sir. 

he  Chairman.  Have  any  of  the  yards  down  there  had  filial  settle- 
it  and  the  money  paid,  so  it  is  over  and  clear  as  to  the  Shipping 
jd  or  Fleet  Corporation  ? 
[r.  McKeon.  Some  of  them  have  not. 

he  Chairman.  Can  you  recall  how  many  ships  were  to  be  con- 
icted  in  those  ten  yards  in  that  district  ? 

[r.  McKeon.  The  original  schedule  called  for  64,  including  two 
is  that  never  got  started, 
he  Chairman.  Sixty-four? 

[r.  McKeon.  Approximately  64 ;  that  was  the  original  schedule, 
he  Chairman.  About  how  many  were  canceled? 
T.  McKeon.  If  you  will  permit,  I  will  get  those  statistics  and 
ish  them  for  the  record,     it  is  two  years  since  I  have  been  in  the 
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district  and  I  have  lost  track  of  a  good  deal  of  details.  I  am  Ul 
without  having  an  opportunity  to  refresh  my  memory  about  in 
these  points. 

The  Chairman.  I  did  not  know  but  where  you  are  now  you 
brought  in  touch  with  that  work. 

Mr.  McKeon.  It  does  not  keep  me  in  touch — indirectly,  but! 
not  the  data  at  my  finger  tips;  but  I  can  furnish  the  data  for 
record  if  you  wish. 

The  Chairman.  How  many  cost-plus  contracts  did  they  haved 
there  ? 

Mr.  McKeon.  At  the  inception  thev  had  the  two  cost-plus 
tracts  which  1  spoke  of,  under  which  the  Fleet  Corporation 
all  of  the  costs  and  the  plant  construction.  The  provision  in 
contract  was  that  if  the  cost  per  hull  did  not  exceed  $280,000  the 
tractor  had  a  chance  of  malang  a  $20,000  profit.  If  the  cost  n 
excess  of  that  his  profit  was  diminished  by  the  excess:  if  it  ran 
$300,000  he  had  no  profit. 

The  Chairman.  Ran  over  what  ? 

Mr.  McKjeon.  The  original  $300,000;  the  original  price  fixed. 

In  the  case  of  the  Union  bridge  contract  he  would  under  t 
conditions  do  the  work  without  profit.  In  the  case  of  the  Mid 
Bridge  contract  there  was  a  clause  which  gave  him  an  interest  ii 
plant  if  the  cost  exceeded  $280,000  and  he  lost  out  on  profit,  he 
acquired  an  interest  in  the  plant. 

The  Chairman.  Who  acquired  the  interest  ? 

Mr.  McKeon.  The  contractor.  The  plant  was  built  at  the  F 
expense,  and  he  acquired  an  interest  in  the  plant  equivalent  t 
profit  he  lost,  of  the  $20,000. 

The  Chairman.  So  that  the  more  expensive  the  constn 
became  the  more  advantageous  it  was  to  the  contractor ! 

Mr.  McKeon.  No,  sir;  I  do  not  mean  to  impl^^  that.    He' 
chance  of  losing  $20,000  per  hull,  and  on  the  original  hulls- 
wore  six — ^he  might  lose  $120,000;  that  is,   the  anticipated 
would  disappear.     He  then  had  a  pro  rata  interest  in  the 
ecjuivalent  to  that  amount. 

The  Chairman.  What  was  that  interest  in  the  plant? 

Mr.  McKeon.  The  ratio  that  the  profit  he  lost  bore  to  the  f3C 

The  Chairman.  If  the  cost  went  up  to  the  $300,000  inst^ 
$2S0,000,  which  \Yas  fixed  on  as  the  limit,  he  would  get  $1 
interest  in  that  plant. 

Mr.  McKeox.  Yes,  sir. 

Tlie  Chairman.  How  could  he  get  an  interest  in  the  plan 
for  by  the  Government — hy  taking  him  in  partnership  1 

Mr.  McKeon.  It  was  considers!  that  he  lost  his  opportui 
getting  the  actual  cash,  and  in  lieu  of  that  he  acquired  this  ii 
m  the  j)lant.  Of  course,  that  was  the  terms  of  the  original  coi 
whicli  we  did  not  negotiate. 

Tlie  Chairman.  About  the  original  contract;  who  mad( 
contract,  who  signed  it,  and  who  negotiated  it? 

Mr.  McKeon.  That  was  made  by  the  officials  in  Washi: 
The  district  ofiicials  had  nothing  to  do  with  it. 

The  Chairman.  Do  you  know  who  signed  it? 

Mr.  McKeon.  I  can  furnish  that  for  the  record — the  official 
in  charge  of  the  Fleet  Corporation. 
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Chairman.  Mr.  Piez? 

McKeon.  I  do  not  believe  Mr.  Piez  signed  it. 

Chairman.  Admiral  Capps. 

McKeon.  I  think  that  was  done  under  Gen.  Goethals. 

Chairman.  How  many  other  kinds  of  cost-plus  contracts  did 
avo  down  there  while  you  were  there? 

McKeon.  They  had  the  other  type  of  contract,  allowing  a 
excess  profit  of  $15,000  per  vessel  regardless  of  cost. 

Chairman.  Irrespective  of  the  cost? 

McKeon.  Yes,  sir. 
\  Chairman.  ^Vnd  any  others  ? 

McKeon.  That  was  the  only  type — that  was  to  October  7— 

5ve  it  was  understood  to  cover  amortization  of  plant  and  $8,000 

That  was  the  way  that  $15,000  fee  was  understood  to  be 

>d,  although  the  contract  did  not  specifically  name  those  sums. 

)  Chairman.  Amortization  of  the  plant? 

McKeon.  Yes.  sir. 
5  Chairman.  Who  built  the  plant? 

McKeon.  The  contractors,  under  the  lump-sum  contracts. 
)  Chairman.  And  paid  for  them? 

McKeon.  Yes,  sir. 

J  Chairman.  That  was  only  in  cases  where  the  contractors 
their  own  plants  ? 

McKeon.  Yes,  sir. 
5  Chairman.  Do  you  remember  how  many  contracts  of  that 
rere  made  there  for  the  lump  sum  ? 

McKeon.  The  Union  Bridge  revised  contract  was  changed 
it  type  from  the  original  type  of  cost  plus;  likewise  the  Midland 
e.  The  Southern  Dry  Dock ;  J.  M.  McCammon;  Beaumont  Ship- 
ng  &  Dry  Dock;  the  Lone  Star;  McBride  &  Law;  the  Universal 
uilding  Co.;  and  Heldenfels  Bros. 
)  Chairman.  How  about  laxmchings  down  there?    Did  they 

any  fees  for  laimching  or  sponsors,  the  expenses  incident  to 
unching  ceremonies  ? 

McKeon.  We  kept  that  down  to  practically  a  minimum,  Mr. 
man.  The  only  allowance  we  would  make  was  in  the  way 
Liquets  of  flowers  for  the  sponsor  or  minor  expenses  like  that. 

were  no  entertainments. 
)  Chairman.  No  jewelry  furnished? 

McKeon.  No,  sir;  I  do  not  believe  in  a  single  instance  were 
any  presents  of  that  nature  made  that  I  know  of  which  were 
ed  to  the  cost;  if  it  was,  it  was  on  the  outside. 
5  Chairman.  Do  you  know  of  any  interlocking  contracts  in 
ction  with  the  construction  of  ships  there;  were  there  any 
ictors  who  had  subsidiary  concerns  that  they  made  contracts 
for  the  fumisliing  of  anything  in  connection  with  the  ship 
uction  ? 

McKeon.  I  do  not  think  there  were  any  interlocking  contracts 
ihip-supply  concerns.  There  were  some  of  the  contractors  who 
)ther  business  interests;  two  of  them  were  bridge  builders 
)  taking  up  the  fleet  work.  But  there  was  no  chance  of  inter- 
g  in  the  way  of  purchasing  materials  that  would  be  chained 

Government. 

)  Chairman.  Do  you  remember  whether  there  were  any  other 
ces  of  pay-roll  padding  than  what  you  cited  here  yesterday  ? 
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Mr.  McKeox.  I  believe  I  mentioned  last  night  the  case  of 
wStar  i 

The  (Chairman.  Yes,  sir. 

Mr.  McKeox.  There  was  another  one  I  have  a  recollection  of, 
vSoiithern  Drv'  Dock;  I  do  not  know  whether  I  mentioned  that 
iii^ht. 

The  CiiAiuMAN.  No;  I  think  vou  onlv  mentioned  one  instance. 

Mr.  McKeox.  That  case  was  prosecuted  after  I  left  the  di^ 
hjkI  I  heUeve  indictment  and  sentence  passed  upon  the  guilty 

The  Chairman.  So  that  whoever  was  involved  there  wasbro 
to  the  attention  of  the  j)roper  authorities  and  indictment  madef 

Mr.  McKeox.  Likewise  the  case  of  the  Lone  Star. 

Mr.  CoxxAi.LY.  I  think  vou  said  the  Union  Bridge  &  Co 
tion  Co. 

Mr.  Mc  Keox.  They  had  an  instance,  too— -the  L'nion. 

Mr.  CoNNALLY.  Mr.  McKeon,  in  the  southern  vards  and  theoj 
under  vour  district,  the  wooden  vards,  I  will  ask  vou  if  it  is  not 
fact  that  it  was  very  difficult  to  secure  either  technical  expfrte 
skilled  lahor  in  the  huilding  of  sliips  ? 

Mr.  McKeox.  Yes,  sir;  that  was  my  ohservation. 

Mr.  CoxxALT.Y.  You  said  yesterday  that  there  was  consid 
(k»lay  in  the  deliverv'  of  ships  in  all  of  these  yards.    Could  vou  i 
say  whether  that  was  a  large  element  in  the  matter  of  delay  ingetr^ 
the  j)hints  started  and  construction  of  ships  started? 

Mr.  M(^Ke()X.  X'nquestionably,  that  and  the  inefficient  help. 

Mr.  (JoNXALLY.  That  and  the  lack  of  efficient  help  is  somewhat 
same  proposition.     If  you  do  not  have  expert  help 

Mr.  McKeox  (interposing).  You  said  delay  in  getting  the  [W 
started — building  the  plants 

Mr.  (-ONNALLY.  Ana  the  lack  of  expert  assistance. 

Mr.  M(  Keox.  Yes,  sir. 

Mr.  CoxxALLY.  How  many  of  these  yards  had  been  building  slii|i 
immediately  prior  thereto  i 

Mr.  McKeox.  Only  the  National  Shipbuilding  Co. 

Mr.  (yOXXALLY.  Some  of  them,  I  believe  you  say,  two  of  them,  W 
beiMi  in  the  bridge  business  I 

Mr.  McKeox.  Yes,  sir. 

Mr.  CoxxALLY.  The  Southern  Dry  Dock,  especially,  wasanewc*' 
cern,  was  it  not  ( 

Mr.  McKeon.  a  brand-new  concern. 

Mr.  CoxxALLY.  Was  there  anybody  connected  with  it  thatkwi' 
nuything  a])out  building  ships — I  mean  the  incorporators? 

^Ir.  AIcKeox.  Xot  to  my  knowledge.  . 

Mr.  CoxxALLY.  In  this  instance  of  pay-roll  padding  with  w 
Soutlieni  l>ry  Dock,  you  say  the  party  was  indicted,  and  youtliin* 
convict(Ml  ? 

Mr.  McKeox.  That  occurred  after  I  left  the  district. 

Mr.  CoxNALLY.  Did  the  Southern  Dry  Dock  ever  deliver  a  ship- 
Mr.  McKkox.  Yes,  sir. 

Mr.  (V)xxALLY.  How  many  did  they  deliver,  do  vou  remembeH 

Mr.  M(  Keox.  I  ])elio\e  four:  but  I  will  correct  the  record  if  !&» 
I  am  wrong. 

ITio  CiiAiKMAx.  You  will  not  have  anv  chance  to  correct^e 
record.     This  testimony  is  given  under  oath.     You  can  be  called oy 
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committee  to  correct  anything  that  you  find  is  erroneously 
ed,  but  you  will  not  have  an  opportunity  to  revise  your  notes 
jTOu  would  in  an  ordinary  committee  hearing. 

[r.  McKeon.  Of  course,  Atr.  Chairman 

"he  CHAraMAN  (interposing).  I  just  wanted  to  bring  that  to  your 

mtion. 

It.  McKeon.  I  am  doing  the  best  I  can  in  answering  questions, 

1 1  did  not  want  to  appear  that  1  was  not  doing  my  best,  and  that 

be  reason  I  stated  the  figures  approximately. 

Ir.  CoNXALLY.  But  if  vou  are  not  sure  about  it,  just  sav  so. 

Ir.  McKeon.  It  1  had  had  any  notice  I  would  have  had  tne  figures 

dy.     The  essentials  of  what  I  am  telUng  you  are  facts;  it  is  only 

se  little  details. 

fr.  CoNNALLY.  You  think,  then,  about  four  hulls  were  delivered 

the  Southern  Dry  Dock  ? 

[r.  McKeon.  Tliat  is  my  impression. 

[r.  Conn  ALLY.  Do  you  know  what  condition  the  Southern  Dry 

k  &  Shipbuilding  Co.  is  in  after  going  through  with  this  building 

n*am? 

Lr.  McKeon.  My  understanding  is  they  were  in  very  bad  financial 

dition. 

[r.  CoNNALLY.  Broke,  were  they  not?    I  merely  bring  that  out. 

Chairman,  to  show  they  were  not  making  a  big  pile  of  money  out 

he  Government;  they  are  broke. 

ou  stated  that  the  National  Shipbuilding  Co.  at  Orange  had 

ip-sum  contracts  throughout? 

lr.  McKeon.  Yes,  sir. 

It,  Connally.  And  that  the  Shipping  Board  had  no  trouble  with 

en  at  all  ? 

[r.  McKeon.  Up  to  the  time  I  left  the  district  the  relations  with 

t  contract  went  along  very  smoothly. 

ls  I  mentioned  yesterday,  1  have  heard  since  that  they  had  some 

ible  with  some  of  the  boats  in  operation  hogging;  but  that  is 

only  intimation  I  have  had  of  any  trouble. 

Ir.  Connally.  What  do  you  mean  by  *' hogging?" 

fr.  McKeon.  A  bend  comes  in  the  back  oi  the  boat. 

Ir.  Connally.  While  you  were  there,  I  suppose  you  know  the 

tions  were  satisfactory  and  the  ships  were  delivered  according  to 

tract  ? 

[r.  McKeon.  Yes,    sir — no,    not    according    to    the   fixed    date. 

.re  was  delay  there  also,  but  there  were  no  unpleasant  relations  in 

way  that  I  know  of. 

Ir.  Connally.  Do  you  know  whether  or  not  these  wooden  yards 
e  under  difHcultios  by  reason  of  the  Government  supplying  them 
h  what  is  called  *' green  lumber"  in  many  instances,  lumber  that 
I  not  sufficiently  seasoned  to  go  into  ships,  and  that  they  were 
ayed  by  reiison  of  that;  do  you  know  anything  about  that  ? 
Ir.  McKe6n.  I  would  not  want  to  express  an  opinion  on  that.     It 

fact  that  the  green  lumber  was  delivered  though. 
Ir.  ( -ON N ally.  Do  you  know  whether  or  not  green  lumber  is  the 
It  kind  of  lumber  to  put  into  ships? 

Ir.  McKeon .  I  would  not  think  it  would  be  as  good  as  seasoned 
iber,  though  I  can  say  a  lot  of  the  lumber  stood  in  the  weather  a 
of  time  before  being  used  and  had  a  chance  to  season. 
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Mr.  Conn  ALLY.  There  was  some  testimony  here  some  timeajg 
do  not  know  what  witness  it  was — about  some  alleged  diversk 
funds  bv  the  wSouthern  Dry  Dock  Co.  Do  vou  know  anr 
about  that — 1  mean  bv  that  there  is  some  testimony  in  reference 
deposit  which  had  been  placed  in  Jbank  by  the  Southern  Dry 
Company  su})posedly  to  constitute  a  controlled  fund,  and  that 
on  that  inoney  was  diverted  from  the  real  primary  purpose  fori 
it  was  deposited  in  the  bank,  to  some  other  purpose — l  do  not 
fraudulently,  but  there  was  some  diversion  of  the  fund.  Dc 
know  anytfiing  about  that'< 

Mr.  McKeon.  Do  you  wish  me  to  explain  in  detail?  It  w 
brief 

Mr.  CoNN'ALLY  (interposing^.  You  were  in  charge  immediate 
those  kind  of  mattere,  were  you  not* 

Mir.  McKeon.  Yes,  sir. 

Mr.  Conn  ALLY.  I  will  be  very  glad  to  have  you  go  into  that.u 
the  chairman  objects. 

The  Chairman.  Oh,  no. 

Mr.  CoNNALLY.  I  was  not  here  before,  and  I  would  Uke  to  get 
All  right,  ^o  ahead,  Mr.  McKeon. 

Mr.  McKeon.  We  deposited  all  of  that  contractor's  progress 
ments  into  what  was  called  the  controlled  account:  withdni 
could  only  be  made  out  of  that  upon  countersigned  checks,  tha 
the  signature  of  the  district  office.  The  yard  at  Orange  was  qu 
distance  from  Houston,  and  that  entailed  some  delay  in  seci 
pa vm(»nts  for  pay  rolls  and  vouchers  that  had  to  be  made  immedia 

The  contractor  applied  to  the  district  office  for  permission  to ! 
a  free  cash  account,  that  is,  to  take  a  certain  sum  out  of  this 
trolled  a(*count  and  check  it  out  only  on  his  own  signature.   1 
was  ?10,0()0  transferred  at  first  for  that  purpose,  which  was 
increased  to  $25,000,  as  the  $10,000  was  found  to  be  inade(iuate 

The  contractor,  I  have  been  advised  by  people  who  succeede 
in  the  district,  had  made  some  pa>Tnents  out  of  that  accoun 
purposes  other  than  that  for  whicn  it  was  opened,  which  was  sti 
for  sliip  construction  matters,  meaning  pay  roUs,  payment  of  freif 
prevent  demurrage  and  invoices  that  had  to  bepaidf  to  save  discc 
and  items  of  that  kind.  I  have  been  advised  tnat  some  of  the  n 
was  used  in  the  payment  of  a  note,  but  I  would  have  to  get  fi 
details  of  just  exactly  how  much. 

Mr.  Conn  ALLY.  A  note  connected  with  the  plant  constructi 
the  business,  or  a  note  for  some  outside  transaction,  if  you  kn( 

Mr.  M(  Ivi-ioN.  I  am  not  informed  of  the  nature  of  the  note. 

Mr.  CoNNALLY.  Do  you  know  how  much  that  amoimt  wai 
posed  to  be,  how  much  of  a  diversion? 

Mr.  M(  Keon.  1  would  not  want  to  state  definitely,  Mr.  Con 
I  will  say,  approximately  it  was  $20,000. 

Mr.  Conn  ALLY.  Although  the  total  sum  was  $25,000  i 

Mr.  McKeon.  Was  for  $25,000. 

Mr.  Conn  ALLY.  Was  there  not  anything  toward  the  restitut 
that  sum  ^ 

Mr.  McKeon.  The  contractor  in  final  settlement  would  be  ck 
w^ith  the  amount  of  it,  so  that  the  Fleet  Corporation  would  bi 
tec  ted  in  that;  when  we  made  final  settlement  he  would  be  chi 
as  he  may  have  been,  w-ith  the  amount  of  that  fund  whicl 
advanced. 
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.  CoNXALLV.  Was  that  the  only  embarrassment  suffered  there  ^ 

.  McKeon.  It  would  be  the  temporary  use  of  funds. 

'.  Conn  ALLY.  And    perhaps   the   probability   of   the   contractor 

g  down  in  ship  construction  by  not  having  that  fund  i 

\  McKeox.  Yes,  sir. 

•.  C0XXALI.T.  I  ])elieve  vou  said  they  did  go  on  and  deliver  four 

3? 

r.  McKeon.  They  did. 

r.  CoxNALLY.  Did  they  cancel  any  Southern  Dry  Dock  ships  ^ 

r.  McKeox.  They  had   a  supplemental  contract  changing  the 

>  sum  to  cost  plus  basis,  and  my  recollection  is  that  they  gave 

I  four  more  boats,  some  of  which  were  canceled. 

riMONT  OF  MB.  JAMES  TALBEBT,  ASSISTANT  QENEBAL 
UHSEI  AND  CHAIBMAN  CONSTBUCTION  CLAIMS  BOABD, 
[EBQENCT    FLEET    COBPOBATION,    WASHINGTON,    D.    C. 

16  witness  was  duly  sworn  by  the  chairman.) 
3  Chairmax.  Where  is  your  home,  Mr.  Talbert? 
.  Talbert.  Cassvillc,  Missouri. 

e  Chairmax.  What  position  do  you  hold  with  the  Shipping 
J  or  Fleet  Corporation  'i 

.  Talbert.  I  am  assistant  general  counsel  and  chairman  of 
ionstruction  claims  board. 

.e  Chairmax.  How  long  have  you  been  with  the  organization  ? 
•.  Talbert.  Since  the  14th  of  April,  1919. 
le  Chairman.  And  how  long   have   you  been  with  the  claims 
d? 

'.  Talbert.  I  have  been  with  the  claims  board  smce  the  15th 
ugust,  1919. 

le  Chairman.  What  were  you  before  that,  acting  simplv  as 
sel? 

'.  Talbert.  I  was  assistant  coimsel  when  I  first  came  with  the 
/. 

le  Chairman.  Who  appointed  you^ 

•.  Talbert.  Willard  C.  McXitt,  who  was  at  that  time  general 
sel  of  the  Fleet  Corporation  in  Philadelphia. 
le  Chairmax.  Who  appointed  you  for  the  claims  board? 
•.  Talbert.  Judge  Payne — ^^^Hy,  I  was  recommended  by  Mr. 
itt,  the  general  counsel,  and  I  do  not  know  whether  my  appoint- 
-j  was  by  Mr.  Ackerf^on  or  by  Judge  Pa}Tie.  It  was  confirmed 
low  by  Judge  Payne  later  on. 

le  Chairmax.  Have  you  passed  upon  the  settlements  since  you 
been  on  the  claims  Doard  ? 
r.  Talbert.  No,  sir. 

le  Chairmax.  What  was  the  policy  with  reference  to  settlements 
I  you  came  to  the  claims  board  'i 

\  Talbert.  In  August,  1919,  and  up  until  probably  October  or 
lumber,  Mr.  E.  D.  Levy  was  chairman,  and  the  policy  was  a 
liberal  one.  Most  of  the  cases  that  were  settled  were  cancella- 
claims,  and  we  were  supposed  to  settle  them  on  the  theory  of 
compensation,  not  as  used  in  a  technical  sense  or  as  known  to 
vyer,  but  as  would  be  interpreted  hy  the  ordinary  citizen.  In 
r  words,  we  were  to  make  general  business,  equitable  settlements. 
,  was  the  general  policy  that  was  secured  at  that  time. 
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Tho  Chairman.  Up  to  October? 

Mr.  Talbert.  Yes,  sir;  as  long  as  Mr.  Levy  stayed  there. 

The  Chairman.  Did  you  follow  that  policy  ? 

Xfr.  Talbert.  Yes,  sir. 

Tli(*  Chairman.  Were  all  claixns  that  were  settled  subi 
your  board  at  tijne  ? 

Mr.  Talbert.  Xo,  sir. 

The  Chairman.  Wliat  was  there  about  claims,  that  took  i 
of  tlie  usual  procedure,  what  kind  of  a  claim  was  it  that  ix 
cojiio  to  vour  board  tliat  would  be  settled  bv  somebodr  els( 
your  passing  upon  it  ? 

Mr.  Talbert.  We  had  jurisdiction  to  settle  any  cai 
claim  against  the  corporation,  but  I  presujne  in  some  instam 
the  contract  was  facing  bankruptcy  or  had  been  sued,  tliere ' 
extraordinary  circumstance,  and  the  higher  officials  consid 
su/Iicient  to  take  the  case  out  of  the  regular  line  of  cases  and 
prompt  and  speedy  attention,  that  the  higher  officials  wc 
that  matter  up  and  settle  that  matter  themselves,  in  order 
the  delay  of  going  through  the  claims  board. 

The  C'liAiKMAN.  If  they  could  do  that  in  those  cases  what 
necessity  of  any  claims  board  at  all  ? 

Mr.  Talbert.  There  would  not  have  been  if  the  executi 
had  had  time  to  have  gone  into  each  case. 

The  Chairman.  Do  you  think  they  had  tijne  to  go  in 
cases  tliat  tliey  did  settle? 

Mr.  Talbert.  I  doubt  that  very  much. 

The  Chairman.  After  October*  1919,  wliat  was  the  po 
procedure  followed  ? 

Mr.  Talbert.  To  settle  only  on  strict  legal  liability,  h 
down  to  the  line. 

The  Oi airman.  And  were  there  any  cases  settled  that ' 
submitted  to  the  claijns  board  after  that  time  ? 

Mr.  Talbert.  Yes,  sir;  I  think  so. 

The  Chairman.  What  was  it  that  took  them  out  of  t 
procedure  ? 

Mr.  Talbert.  I  presume  the  same  reasons  that  I  gav( 
others,  in  other  words 

T]i(?  (^iairman.  Tlie  amount — ^I  beg  pardon. 

Mr.  Talbert.  Certainly,  the  executive  officials  of  the  coi 
in  establishing  the  claims  board  never  intended  to  give 
jurisdiction  in  tlie  matter.     They  only  had  delegated  autho 
th(»v  probably  reserved  to  themselves  the  right  to  settle. 

l^Jio  Chairman.  You  could  only  make  recommendati 
could  not  make  settlements;  is  that  right? 

Mr.  Talbert.  Tlie  procedure  has  changed  several  times 
to  that. 

Tlic  Chairman.  I  mean  at  that  time,  after  October  and 
Oct()l)er,  wlien  you  first  went  on  the  board,  you  could  oi 
recommendations  and  could  not  make  settlements. 

Mr.  Talbert.  We  could  make  settlements  if  the  vice  ] 
agreed  witli  us. 

Tlie  Chairman.  Who  was  vice  president? 

Mr.  Talbert.  Mr.  J.  L.  Ackerson,  but  every  settlement 
be  agreed  upon  by  the  cancellations,  claims,  and  contrac 
and  by  Mr.  Ackexsoii. 
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le  Chairman.  Were  there  some  clahns  that  were  never  sub- 

jd  to  your  board  at  all  ? 

•.  Talbert.  Yes,  sir. 

le  Chairman.  Did  the  Hog  Island  settlement  ever  come  to  your 

•.  Talbert.  Xo,  sir.  In  the  earlv  stages  of  that,  I  presume  the 
m  it  did  not  come  was  that  Mr.  Levy,  who  was  chairman  of  the 
d,  was  also  one  of  the  prominent  officials  of  the  Hog  Island 
-of  the  American  International;  and  it  would  not  have  been 
even  for  the  otlier  members  of  the  board  to  have  passed  on  that, 
le  Chairman.  Wlien  was  he  an  official  of  the  American  Inter- 
mal? 

r.  Talbert.  I  think  he  came  to  the  American  International  in 
atter  part  of  1917  or  early  part  of  1918. 

le  Chairman.  And  then  went  over  to  the  claims  board  as 
•man  ^ 

'.  Talbert.  Yes,  sir:  in  July,  1919. 
e  Chairman.  Then,  did  he  go  back  to  the  I.  M.  ? 
'.  Talbert.  Yes,  sir. 

e  Chairman.  He  went  back  to  the  I.  M.  ? 

'.  Talbert.  Yes,  sir;    he  was  on  the  Hog  Island  pay  roll  all  the 
As  I  understood  it,  he  was  simply  loaned  by  the  American 
national  to  the  Fleet  Corporation.     He  was  considered  a  man 
ry  exceptional  ability. 

e  Chairman.  The  settlement  was  made  with  Hog  Island  after 
^evy  left  the  claims  board '( 
'.  Talbert.  Yes,  sir. 
e  Chairman.  While  he  was  back  with  the  Hog  Island  organiza- 

•.  Talbert.  Yes,  sir.  He  represented  the  company  in  the 
jment,  I  think. 

e  Chairman.  In  the  settlement  of  any  of  these  claims  sub- 
id   to  your    board,   did    you   avail    yourselves    of  the  reports 
J  by  the  department  of  investigation  with  reference  to  this  ? 
•.  Talbert.  Yes,  sir. 
lc  Chairman.  In  every  case? 

*.  Talbert.  In  every  case  where  they  had  anything  to  present. 
lc  Chairman.  How  clid  you  find  out  whether  they  nad  anything 
esent '( 

\  Talbert.  They  notified  us  or  we  were  notified  through  Mr. 
rson.  I  know  that  there  were  a  certain  class  of  cases  that  we 
r  intended  to  act  upon  or  would  not  consider  until  we  did  have 
eport  from  the  investigation  department. 

e  Chairman.  Was  there  any  rule  of  procedure  followed  which 
natically  brought  to  your  board  the  reports  of  the  department 
vestigation  upon  the  operations  of  these  various  contractors? 
.  Talbeim  .  So  far  as  T  know,  there  was  no  definite  procedure 
ilished  by  which  the  investigation  department  would  know 
what  cases  we  were  considering,  ndr  did  the  claims  board  know 
what  matters  the  investigation  department  desired  to  report 

• 

len  I  was  made  chairman  of  the  board  I  called  in  Mr.  Richard- 
who  was  then  at  least  the  acting  head  of  that  department,  and 
'  an  arrangement  with  him,  which  was  agreeable  both  to  him 
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and  to  mo,  by  which  every  case  that  was  filord,  and  when 
claim  was  filed  Mr.  Richardson  was  notified  that  the  claii 
there,  and  then  he  was  to  go  over  that  hurriedly  and  report 
very  shortly  to  me  whether  they  desired  to  make  a  report 
If  t  got  notice  that  they  desired  to  make  a  report,  then  we 
hold  the  case  in  abeyance  until  they  did  report.  But  that  ^ 
beginning  of  that  procedure. 

The  Chairman.  Whether  or  not  you  found  that  reports  fn 
departmcmt  of  inve^iitigation  were  helpful  in  the  adjustment  of  • 
or  whether  they  caused  delay,  or  just  muddled  up  the  matter- 
Mr.  TvLBKRT  (interposing).  In  some  cases,  of  course,  th 
ports  were  helpful,  but  I  would  say  that  in  the  large  majority 
cases  there  was  not  much  gained  by  the  reports  made  by  tl 
partment.  T  do  not  think  they  haa  sufficient  stenographic  f 
order  to  systematize  their  material  and  get  it  in  shape  to  be  h 
bv  the  board. 

The  Chairman.  So  that  the  matters  they  reported  were  i 
tailed  enough  to  really  be  of  assistance  to  the  claims  board 
riving  at  a  decision  or  ifi  eliminating  an  item  or  reducing  it,  o 
ing  up  the  settlements  in  many  cases. 

Mr.  Talbekt.  I  would  say  in  many  cases  the  claims  boa 
get  mucli  help.  The  charges  or  allegations  were  so  general  tl 
could  not  tie  it  down  to  anv  particular  matter  and  take  adv 

of  it. 

The  Chairman.  And,  of  course,  it  was  no  part  of  the  claims 
work  to  make  a  further  investigation,  I  suppose  ^ 

Mr.  Talbert.  We  always  went  on  the  principle  from  scrot 
a  case  very  carefully  that  was  reported  on  by  the  invest! 
department. 

The  Chairman.  Were  these  cases  sent  to  you  by  the  Dq)a 
of  Investigati<m  properly  briefed,  or  would  it  be  just  a  lot  of  j 
allegations  sent  up,  ancl  you  would  have  to  go  through  the 
pick  out  and  see  what  you  could  find? 

Mr.  Talbert.  My  memory  is  that  in  the  Treenail  cases  '. 
their  reports  were  rather  specific,  and  there  have  been  some 
larities  of  some  fleet  employees,  and  it  was  thought  best  to  h 
department  investigate  every  case,  and  we  would  hold  thos 
until  we  received  the  report. 

The  Chairman.  Did  the  department  make  an  investigatioi 
Merrill-Stevens  case  and  a  report  in  that  case  ? 

Mr.  Talbert.  No,  sir;  not  prior  to  the  settlement.  I  hea 
the  settlement  was  made  that  they  had  had  that  company 
investigation. 

The  Chairman.  Did  your  board  recommend  the  settlement 
case? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  was  the  settlement  made  upon  the 
mendations  of  vour  board  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  On  the  same  terms  that  you  re?ommended- 
upon  ? 

Mr.  Talbert.  Yes,  sir;  that  is  my  understanding. 

The  Chairman.  Was  the  settlement  later  reopened  ? 

Mr.  Talbert.  Yes,  sir. 
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i.e  Chairman.  And  has  it  been  again  settled? 
r.  Talbert.  Yes,  sir. 
Be  Chairman.  Upon  different  terms? 

r.  Talbert.  Yes,  sir;  the  terms  have  been  made  more  specific. 
^ht  explain  to  you  the  general  procedure  we  followed.  When 
se  is  in  settlement  it  is  usually  assigned  to  some  member  of  the 
-d,  who  makes  a  special  investigation  of  that  case.  There  are  so 
ly  of  them  that  the  whole  board  acting  in  session  can  not  go  into 
lals  on  account  of  time.  One  of  the  members  of  the  board  had 
1  on  this  case  for  several  mpnths. 
lie  Chairman.  Who? 

&.  Talbert.  Mr.  Weaver;  and  I  would  sav  that  we  were  before  the 
rd  of  trustees  on  the  settlement  four  or  five  times, 
le Chairman.  This  was  on  the  first  settlement? 
It.  Talbert.  Yes,  sir;  and  after  the  resolution  was  finallv  adopted , 
1  the  preparation  of  the  contract  of  settlement  was  left  in  the 
ds  of  tne  legal  department,  under  the  general  control  of  the  ^e^w- 
counsel. 

he  Chairman.  They  had  a  resolution  to  go  by? 
r,  Talbert.  Yes,  sir. 

ae  Chairman.  And  draw  up  the  agreement  for  settlement. 
r.  Talbert.  Yes,  sir. 

ae  Chairman.  Did  the  claims  board  handle  the  second  settle- 
t,  after  it  was  reopened? 

r.  Talbert.  I  think  that  was  handled  principally  by  the  l^al 
irtment. 

be  Chairman.  By  Judge  Goff  ? 

T.  Talbert.  Yes,  sir.  The  only  thing  that  was  added  the  second 
i  it  was  up  was  the  forcing  of  the  Merrill-Stevens  Co.  to  the 
jement  to  insert  an  audit  clause.  It  seems  that  the  first  contract 
drawn  without  the  audit  clause,  and  the  general  counsel  had  not 
ced  that  that  was  left  out,  and  when  it  was  brought  to  his  atten- 
that  that  was  not  in  there  he  forced  the  Merrill-Stevens  Co. 
jome  in  and  execute  a  settlement,  inserting  that.  Then  later 
as  discovered  that  some  of  the  deeds  or  conveyances  were  not  in 
form  he  had  expected  them  to  be,  and  he  required  them  to  clear 
:,hat  situation.  It  was  not  changing  the  settlement,  but  it  was 
ng  to  make  the  settlement  to  conform  to  what  the  resolution 
ly  was  in  the  beginning. 

he  Chairman.  Then  it  was  resubmitted  to  the  board? 
jr.  Talbert.  I  do  not  remember  that  it  was  resubmitted  to  the 
rd,  because  the  board  did  not  approve  the  contracts, 
he  Chairman.  I  mean  the  claims  board  ? 
[r.  Talbert.  No;  it  was  not  resubmitted  tb  the  board? 
he  Chairman.  It  was  just  reopened  for  the  purpose  of  having 
ge  Goff  or  somebody  acid  the  aaditional  clause  to  the  agreement  1 
&.  Talbert.  Yes,  sir. 

'he  Chairman.  And  when  that  was  done,  a  new  agreement  was 
wn  up  and  settled  on  that  basis? 
[r.  Talbert.  Yes,  sir. 

'he  Chairman.  Do  you  know  whether  the  contractors  with  that 
cern  involved  the  loan  of  money  or  the  advancement  of  money  to 
Merrill-Stevens  Co.  in  taking  some  of  their  bonds  which  were 
rwards  found  to  have  no  value  ? 
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Mr.  Tai.bert.  I  do  not  know  what  value  the  bonds  had,  butii 
early  stages  of  the  construction  work  certain  moneys  were  loan 
the  Mcrnll-Stevens,  and  these  bonds  were  given  as  a  part  o 
security  on  those  loans;  in  addition  to  the  bonds  there  weremort 
on  the  plants  and  property,  and  the  bonds,  as  I  remember  it. 
hypothecated ;  thev  were  not  signed  over,  but  they  were  dejx 
with  the  Fleet  un^er  agreement  that  if  the  money  was  not  n 
then  these  bonds  should  be  put  up  and  sold,  the  contractor  h 
been  given  certain  notice. 

The  contract  is  very  complex;  I  do  not  remember  the  (. 
of  it. 

The  Chairman.  Were  the  bonds  ever  sold  ? 

Mr.  Talbert.  No,  sir;  in  the  general  settlement  they  were  ret 
to  th(»  Merrill-Stevens  Co. 

The  Chairman.  Was  this  company  in  good  finftiicial  shs 
tlnough  the  prosecution  of  its  contract? 

Mr.  Talbert.  No,  sir;  I  think  it  was  in  very  poor  fiuancia 
dition. 

The  Chairman.  Did  the  company  own  its  own  plant  if 

Mr.  Talbert.  Subject  to  mortgages,  etc. 

The  Chairman.  Did  it  build  its  own  plant? 

Mr.  Talbert.  Built  it  out  of  money  advanced  by  the  Fleet. 

The  Chairman.  Did  they  have  a  plant  before? 

Mr.  Talbert.  They  had  what  is  known  as  the  North  Jackso 
j)lant,  a  repair  plant. 

Tlie  (^HAiRMAN.  How  about  the  South  Jacksonville  plant! 

Mr.  Talbert.  I  think  that  was  built  almost  entirelv  out  of 
Corporation  funds;  even  the  land,  I  think,  was  paid  for  with 
inonev. 

The  Chairman.  And  in  the  settlement  this  plant  was  taken 
by  the  Fleet  Corporation? 

Mr.  Talbert.  Yes,  sir. 

Tlie  Chairman.  Thev  had  paid  for  it,  anyhow,  had  they  not 

Mr.  Talbert.  TlxevKad  furnished  the  monev;  ves,  sir. 

The  (^HAiRMAN.  Had  the  Shipping  Board  or  Fleet  Corporatioi 
reimbursed  for  the  monev  they  lumished  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Who  owned  the  land  upon  wliich  the  plai 
erected  ? 

Mr.  Talbert.  1  tliink  the  Merrill-Stevens  Co.  bought  it, 
think  the  Fleet  Corporation  had  a  mortgage  on  it. 

The  Chairman.  Do  you  remember  whether  or  not  in  this 
ment  there  was  involved  the  removal  of  some  materials  (re 
South  Jacksonville  plant  two  or  three  weeks  before  the  setti 
was  made? 

Mr.  Talbert.  I  do  not  remember  of  that  coming  up  befc 
settl(*meiit  was  made. 

Tlie  CiLiiRMAN.  Do  you  remember  it  coming  up  after  the 
m(»nt  ? 

Mr.  Talbert.  Yes,  sir;  I  think  Mr.  Richardson  mentioQt 
matt(»r  to  me ;  that  is  being  investigated  at  the  present  time.  I 
was  any  removed,  the  contract  protects  us,  and  we  can  still  r 
our  money. 

The  Chairman.  Is  that  concern  in  good  financial  condition 
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Talbert.  I  think  it  would  be  good  for  a  reasonable  amount  at 
esent  time. 

I  Chairman.  Is  it  operating  its  other  plants? 
Talbert.  Yes,  sir. 

t  Chairman.  Are  they  building  ships  there  ? 
Talbert.  No,  sir;  just  repairing, 
t  Chairman.  Repairing  Fleet  Corporation  ships? 
Talbert.  Yes,  sir. 

)  Chairman.  And  doing  any  business  for  other  concerns? 
Talbert.  I  do  not  know.     I  understand  they  operate  a  general 
plant  there. 

)  Chairman.  Is  Mr.  W.  J.  Payne  connected  with  that  concern? 
Talbert.  He  is  the  president,  I  think,  of  the  Merrill-Stevens. 
)  Chairman.  Do  you  know  whether  there  was  any  subsidiary 
:ed  concern  or  corporation  or  company  from  which  the  Merrill- 
(is  Co.  purchased  tneir  materials  or  supplies? 
Talbert.  No,  sir;  I  do  not  know  about  that. 
I  Chairman.  Mr.  W.  J.  Payne  is  not  related  to  Judge  Payne 

• 

Talbert.  No,  vsir. 

t  Chairman.  Do  you  remember  whether  there  is  involved  any 
live  payments  for  ship  plans  upon  which  commissions  were  paicl 
.  W.  J.  Payne  ? 
Talbert.  It  was  never  called  to  my  attention. 

Chairman.  Did  you  over  see  a  letter  from  Mr.  CutheD  to  the 
that  the  Merrill-Stevens  concern  was  in  excellent  condition  ? 

Talbert.  1  have  seen  that  letter  several  months  ago.     I  do 
member  a  statement  of  that  kind  in  it.     There  may  De,  but  I 
b  recall  it. 
I  Chairman.  You  have  seen  what  letter? 

Talbert.  The  Cutheil  letter. 
I  Chairman.  Wliat  was  t&at  letter?     What  was  the  purport 

Talbert.  The  purport  of  it,  I  think,  largely  was  a  vindication 
acts  and  conduct  of  the  Merrill-Stevens.  It  stated  the  expenses 
osts  had  been  very  high  there,  but  that  Mr.  Payne  and  the 
1-Stevens  Co.  had  been  very  badly  treated  bv  the  Fleet  Cor- 
on  officials.  That  was  the  general  memory  I  nave  of  it. 
I  Chaorman.  When  was  that  letter  sent,  do  you  know? 
Talbert.  I  could  not  tell  you  the  date  of  the  letter.  The 
was  written  before  I  ever  came  with  the  Fleet,  I  think, 
t  Chairman.  Along  in  the  earlv  stages  of  their  contract? 
Talbert.  Yes,  sir;  there  had  been  a  great  deal  of  trouble  down 
Merrill-Stevens  plant,  and  in  the  first  place  the  contracts  were 
at  a  very  low  sum,  and  it  is  doubtful  whether  the  contractor 
ever  have  got  out  under  the  best  conditions.  It  became  nec- 
for  the  Fleet  Corporation  to  advance  money  to  build  the  ships, 
e  kept  advancing,  and  they  kept  coming  back  for  more  money 
as  tne  condition  of  one  loan,  the  Fleet  Corporation  required 
to  practically  tuni  over  their  plant  to  the  Fleet  Corporation, 
le  Fleet  named  a  man,  Mr.  Combrooks,  who  had  formerly  been 
he  Bethlehem  people  at  Sparrows  Point;  and  imder  the  agree- 
Combrooks  was  to  go  in  and  take  fuU  charge  and  control  o?  the 
1-Stevens  Co.;  and,  if  I  remember  correctly,  Mr.  Payne,  the 
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president,  nor  the  directors  nor  any  of  the  old  officers  of  the  compar: 
were  not  even  allowed  to  go  in  their  own  plant  or  about  it.  As 
condition  for  making  this  loan,  we  took  over  full  charge  and  contr 
It  afterwards  developed  that  Cornbrooks  was  not  on  the  job  ve 
much  of  the  time,  and  costs  were  becoming  very  excessive,  and  t 
Merrill-Stevens  Co.  were  sending  in  many  letters  and  })r()ti^sts  aba 
the  facts  and  the  circumstances  down  there,  and  contending  that  th 
should  not  be  held  responsible  for  these  excessive  costs  that  wc 
occurring  under  the  jurisdiction  of  Cornbrooks,  and  I  think  that 
the  reason  Cuthell  and  Cox  were  sent  down  there  to  investigate  t 
matter. 

The  Chairman.  Who  is  Mr.  Cox? 

Mr.  Talbert.  He  was  manager  of  the  ship  and  construction  di 
sion,  I  think. 

The  Chairman.  They  made  an  investigation  i 

Mr.  Talbert.  Yes,  sir. 

The  Chaiumax.  Did  they  make  a  report? 

Mr.  Talbert.  The  report  was  made,  I  think,  through  the  Cuth 
letter:  I  may  not  have  all  of  these  details  and  facts. 

The  Chairman.  I  understand. 

Mr.  Talbert.  But  the  report  practically  vindicated  the  M(Tri 
Stevens  contention  at  the  time. 

The  Chairman.  That  these  excessive  costs  and  th(»  nc^cessit}^  f 
further  loans  from  the  Fleet  Corporation  were  due  to  the  acts  of  t 
Fleet  Corporation's  representatives  \ 

Mr.  Talbert.  Yes.     Of  course,  the  Fleet  was  technicallv  takii 
the  position  that  Cornbrooks  was  not  its  repres(»ntative:    that  Cor 
brooKs  was  Merrill-Steven's  representative,  because  they  agreed 
the  contract  to  turn  it  over  to  tne  man  we  named. 

The  CiLviRMAN.  Did  you  ever  have  brought  to  your  attention  as 
member  of  the  claims  board  the  Sloai^  Shipyards  matter  at  Anacortei 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  That  was  another  case  where  the  Fleet  Corporatic 
put  a  man  in  charge  of  the  yards  and  then  took  the  position  th 
technically  he  was  not  their  representative  ? 

Mr.  Talbert.  Yes. 

The  Chairman.  And  practically  the  same  thing  happened  i 
there  i 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  The  costs  went  up  and  matters  got  into  a  muddJ 
and  finally  operations  had  to  cease. 

Mr.  Talbert.  I  would  say  that  that  was  generally  the  conditio 
the  more  supervision  and  control  exercised  by  the  Fleet  as  a  rule  tl 
worse  conditions  grew. 

The  Chairman.  And  the  more  it  cost  for  the  ships  \ 

Mr.  Talbert.  Yes,  sir.  I  do  not  say  that  meaning  that  the  Fie 
was  not  content  to  do  it,  but  Government  operation  always  costs  mo 
than  individual  operation. 

The  Chairman.  And  it  was  just  the  same  in  the  building  and  co 
struction  of  ships  under  Government  operation  as  it  was  in  the  opei 
tion  of  ships  or  other  utilities,  according  to  your  observation  ai 
according  to  the  facts  in  these  various  cases  X 

Mr.  Talbert.  Yes,  ^ir;  that  is  my  impression. 

The  Chairman.  Were  you  familiar  with  the  White  Haven  case? 

Mr,  Talbert.  Yes,  sir. 
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He  CuAiHMAN'.  Is  that  a  casr  whoro  tho  claims  board  disallowed 
the  claim  of  the  contractor  ^ 

]fr.  Talbert.  Yos,  sir:  it  was  disallowed  several  times  by  tin 
(faims  board. 

Tiie  Chaibmax.  And  ovontually  lie  was  given  S:^().()()()  cash  in 
vttlement  ? 

Mr.  Talbert.  That  S'^O.OOO  claim  was  never  before  the  claims 
bird.  Tlint  was  a  claim  on  changes  and  extras,  and  under  the  regu- 
krprocedure  it  first  had  to  l>e  passed  on  by  the  district  manager,  that 
ve  Mr.  Martin  over  here  at  Baltimore.  Tiie  contractor  was  not 
ati«fied  with  Mr.  Martin's  findings.     Then  the  case  went  to  the  man- 

Sr  i»f  the  construction  division,  Mr.  Martin's  sup(»ri<)r  oflicer,  and 
le  Mr.  Pitt,  who  was  manager  of  ccmstructicm,  was  considering  the 
[asc.  he  was  called,  1  think,  to  Washington,  and  took  the  matter  up 
foclly  with  the  board  of  trustees.  Tiie  n^gular  jnocedure  would 
kve  been  for  Mr.  Pitt  to  liave  made  his  report  to  tlu?  claims  board,  and 


the  claims  board  to  have  umuIo  a  recommendation  to  the  l»oard  of 
Itetecs.  But  I  think  ilr.  I'itt  made  his  report  <lirectly  to  the  board 
frf trustees  or  to  one  of  the  nuimbei's  of  the  board  of  trustees. 

The  Chairman.  Do  you  rememi)cr  who  the  odicei's  of  the  White 
IHiven  concern  wore  ( 

Mr.  Tai-bert.  I  know  one  of  them,  is  all. 

TJie  Chairman.  Who  is  he  * 

Mr.  Talbert.  Mr.  Rob(»rtson;  1  do  not  remember  his  initials:  he 
Idb  president,  I  think. 

Trie  Chairman.  Ho  is  tlu^  only  ofllcer  you  know  of  that  concern  ? 

Mr.  Talbert.  Y(w.  sir. 

The  Chairman.  Wliat  was  tlie  reason,  if  you  know,  why  this  item 
|rfS30,nOO  wont  to  the  trustees  directly  and  skij)j)ed  the  claims  board  ? 

Mr.  Talbert.  I  remember  quite  distinctly  in  that  case  that  Mr. 
jKobertson  had  lieon  sued,  and  I  think  tlieve  vas  a  petition  filed  to  put 
Accompany  in  bankruptcy,  and  he  was  in  V(»rv  urgent  need  of  funds, 
■d  I  presume  that  is  the  reason  that  Mr.  Via  was  asked  to  report 
[irectly  to  the  board  of  trustees. 

The  Chairman.  And  who  settled  the  claim  eventually  t 

Mr.  Talbert.  The  board  of  trustees. 

The  Chairman.  Who  was  chairman  of  the  board  at  that  time  ( 

Mr.  Talbert.  Admiral  Benson. 

Tnc  Chairman.  Did  your  investigation  of  that  matter-- that  is,  the 
[CKisideration  which  your  board  gave  to  the  matter  develop  that  the 
Government  or  the  t^leet  (\>rporation  owed  them  no  money,  from  all 
Itlie  facts  you  had  1 

Mr.  Talbert.  I  made  no  investigation  wliat(*v(M*  of  this  ?3(),000 
Idtim. 

The  Chairman.  No.  I  mean  witliout  that.  Kliminating  the 
ttW.OOO  item — what  you  did  look  into—  what  was  i\w  situation  with 
Inference  to  the  White  Haven  Co.  and  the  Fleet  Corporation/ 

Mr.  Talbert.  White  IIav(»n  was  admitted  to  the  Fleet  Corporation. 
^•h— from  $75,000  to  .?1()(),()0(). 

The  Chairman.  And  oveiuuajiy,  in  settlement,  they  received  fiir- 
thw  payment  of  some  .S:U),(K)(). 

Mr.  I'albert.  I  could  not  answer  tliat:  I  do  not  inow  anything 
■bout  how  much  actual  ca<li  th(\v  got. 
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The  Chairman.  You  do  not  know  the  actual  settlement  ? 

Mr.  Talbert.  No.  sir. 

The  Chairman.  After  it  was  settled  did  it  not  come  to  vou  ? 

(No  response.) 

The  Chairman.  Who  reopened  it  ?  You  said  it  was  opened  seve 
times. 

Mr.  Talbert.  I  did  not  have  reference  to  this  $30,000  claim  at 

The  Chairman.  No  ;  I  mean  the  settlement. 

Mr.  Talbert.  Well,  we  had  no  cancellations  with  Whit^  Ilav 
they  simply  had  one  claim,  and  that  was  a  claim  for  excess  wag 
that  was  the  claim  I  had  reference  to. 

The  Chairman.  Yes,  sir. 

Mr.  Talbert.  That  we  disallowed  a  number  of  times:  that  i 
the  claim  for  $102,000.  That  first  came  before  the  general  cance 
tions,  claims,  and  contracts  board  in  Philadelphia,  and  after  hoar 
Mr.  Robertson  the  claim  was  disallowed.  I  do  not  remember  whet 
a  formal  resolution  was  adopted  at  that  time  or  not,  but  at  least 
was  told  it  could  not  be  allowed. 

The  Chairman.  When  Mr.  Robertson  came  to  the  trustees  w 
you  asked  by  the  trustees  to  send  up  your  figures  or  the  resulted 
your  consideration  of  the  matter  ? 

Mr.  Talbert.  No,  sir.  I  can  tell  you,  I  think,  in  a  very  few  wo 
the  procedure  that  they  went  through  on  this  White  Haven  mat 

The  Chairman.  I  wish  you  would. 

Mr.  Talbert.  We  had  at  that  time  what  was  known  as  the  w 
reimbursement  committee,  and  it  was  composed  of  three  men  wh 
duty  it  was  to  determine  how  much  was  due  on  excess  wage*=i.  A1 
this  claim  was  informally  disallowed  bv  the  cancellations  board 
Philadelphia,  Mr.  Robertson  took  the  claim  up  with  the  wage  re 
bursement  committee  here  in  Washington.  The  wage  reimburs(»ni 
committee  passed  a  resolution  disallowing  the  claim.  Then  tl 
made  a  report  on  that — while  they  were  not  compelled  to  under 
procedure  at  that  time — they  made  a  report  of  their  disallowance  a 
their  findings  to  the  construction  claims  board.  The  constru(!t 
claims  board  then  considered  the  case,  and,  of  course,  Mr.  Roberta 
had  been  there  and  talked  to  the  various  members  e\erv  time 
could  get  opportunity.  We  understood  all  the  conditions  and  fa 
in  the  case— and  eventually  the  construction  claims  board  passe( 
resolution  confirming  and  agreeing  w^th  the  report  of  the  Wi 
reimbursement  committee  in  disallowing  the  claim,  and  that  was  i 
last  that  we  had  to  do  with  it. 

The  Chairman.  How  thoroughly  did  you  go  into  it,  you  and  i 
reimbursement  committee,  so  as  to  satisfy  yourselves  that  that  chi 
ought  to  be  disallowed  ? 

Mr.  Talbert.  Well,  we  made  a  verv  exhaustive  studv  of  the  qh 

The  Chairman.  I  mean  the  action  of  the  wage  reimbursem- 
committee  and  the  claims  board  was  not  snap  judgment. 

Mr.  Talbert.  Oh,  certainly  not. 

The  Chairman.  You  went  into  it  thoroughly^ 

Mr.  Talbert.  Yes,  sir. 

The  Chaikmax.  What  was  the  claim  for  those  excess  wage  o 
based  upon? 

Mr.  1  ALBERT.  The  ship  construction  contract,  as  drawn,  provic 
that  the  wages  be  paid  for  work  done  under  this  contract  shall 
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Ae wages  now  being  paid  on  the  Atlantic  coast,  and  I  think  it  refers 

to  some  wage  board.     The  language  was  a  little  peculiar  in  this 

eoDtract,  but  it  provided  that  the  wages  that  should  bo  paid  should 

.Ik those  that  were  paid  in  the  regular  yards  and  under  the  regular 

"■nlingsat  the  time  tnat  the  contract  was  executed.     The  contractor, 

J. -iken  he  received  the  contract  in  that  form,  objected  to  it  very 

Inch,  because  his  yard  was  located  out  in  the  sticks,  there  in  Mary- 

lluid,  some  place,  where  he  could  get  house  carpenters  and  men  who 

';ltoald  work  at  a  much  cheaper  rate  than  they  were  paying  at  these 

^'Rgalar  shipbuilding  yards,  and  he  went  to  the  construction  division 

in  Philadelphia  and  called  on  Mr.  Tebbetts,  who  was  assistant  to 

llr.Hayworth,  manager  of  wood  ship  construction,  and  told  Tebbetts 

^■Ae  condition  that  existed  in  his  yard,  and  that  if  he  agreed  to  pay 

^Iftose  wages  it  would  be  a  hardship  on  him,  and  tliat  ho  wouhl  have 

^M  to  have  an  increase  in  price,  and  Mr.  Robertson  claims  Tebbetts  told 

^Ikbat  the  time,  *'Woll,  you  go  ahead  and  sign  this  contract,  and  we. 

*lfillfix  that  with  you  later  on.     You  can  not  alFord  to  hold  oIF.     You 

I  Vint  to  get  to  building;  and  you  go  ahead  and  sign  the  contract, 

jlaod  we  will  fix  that  up  afterwards.' 

The  Chairman.  Yes. 

Mr.  Talbert.  And  the  wliole  claim  is  based  on  that.  Mr.  Kobert- 
»ii  and  his  attorneys  took  the  position  tliat  lie  was  not  bound  l)y 
the  contract,  in  view  of  the  verbal  statement  made  to  him  by  a 
tet  employee. 

We  got  an  affidavit  from  Tebbetts,  and  in  a  limited  way  it  corrobo- 
ntedwhat  Robertson  said,  but  not  to  tlie  full  extent:  and  we  had 
•oeof  our  best  lawyers  go  into  the  case  very  carefully  and  go  to  tlie 
library  and  make  a  report  to  us  and  give  an  opinion  as  to  whetlier 
or  not  there  was  sufficient  grounds  to  nullify  the  contract,  or  to  set 
•aide  that  provision  regardni^  wages. 
The  CiiAiRMAX.  What  did  Haywortli  say  about  it '( 
Mr.  Talbert.  Ha\^'orth  was  not  consulted. 
The  Chairman.  Who  was  the  man  ^ 
Mr.  Talbert.  He  was  the  manager. 

The  ClLURMAX.  lie  was  the  man  who  told  him  to  go  ahead,  was 
be  not? 
Mr.  Talbert.  No;  Tibbitts  was  tlie  man. 
The  Chairman.  Where  did  Haywortli  come  in  ^ 
Mr.  Talbert.  Havw-orth  was  'febbetts's  superior. 
The  Chairman.  What  did  ho  loll  hini^ 

Mr.  Talbert.  He  told  him  I  would  liate  to  quote  what  is  in  that 
letter. 

The  Chairman.  1  understood  you  to  say  —the  reason  I  am  asking, 
Mr.  Talbert,  is  that  I  understood  vou  to  say  that  Ilav^vorth  told  him 
to  go  ahead. 

3r.  Talbert.  No:  lie  did  not  talk  with  Haywortli  when  he  went 
there.  He  went  to  Tehbetts,  who  was  llavwortlis  assistant,  and 
he  states  the  case  a  good  deal  stronger  than  Mr.  Tebbetts  does.  In 
fact,  when  you  tak(»  Mr.  Tebhctts's  statement,  it  does  not  give  much 
help  to  the  contractor,  and  wt^  took  position  that  as  a  legal  proposi- 
tion we  had  no  right  to  re-form  th(»  contract. 
The  Chaikman.  Just  a  minute. 

Mr.  Steele.  Can  you  state,  briellv,  just  to  what  extent  his  testi- 
mony was  corrobated  that  he  would  be  helped  out  on  the  contract '( 
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Mr.  Talbert.  Mr.  Tebbetts  states  that  Mr.  Robertson  did  e 
him  and  have  a  conversation  with  him,  bnt  he  is  very  indefi 
to  just  what  he  told  him.  In  other  words,  he  does  not  corn 
fully  Mr.  Robertson.     I  can  give  you  that  letter  anrl  that  afl 

The  CHAiR\fAK.  Perhaps  we  would  like  to  have  them. 

Mr.  Steele.  It  is  very  important,  I  think,  to  have  them. 

(The  data  requested  of  witness,  together  with  letter  of  trans 
is  here  printed  m.full.) 

United  States  Shipping  Board. 
Emergency  Fleet  Corporatio 
Wanhingf^ti,  Jmumry  7  > 
Hon.  Joseph  Walsh,  M.  ('., 

House  (\IJic4!  Building^  Washingtxm,  D.  C. 
My  DEAR  Congressman:  Pursuant  to  our  understand  inp:,  I  am  send  ini,' you  b 
mes8er:r?r  a  copy  of  the  affidavit  of  Mr.  G.  E.  Tebbetts  concerning'  the  Ver]>n 
standinj^'  had  with  Mr.  Robertson,  president  of  the  Wliite- Haven  Shipbuildin 
In  order  that  you  may  fully  understand  the  controversy  in  the  cav^e,  I  am  al.-n 
you  a  copy  of  the  sworn  testimony  given  by  Mr.  Robertson,  and  also  a  <o]> 
opinion  of  Ool.  J.  A.  Tyson  upon  the  lep:al  a'^ects  of  the  case. 

I  should  be  glad  to  furnish  you  any  further  information  upon  refpiest. 
Yours,  ver>'  respectfully, 

^  James  Talber 

Chairmarty  Construction  Claims  j 

Mr.  Rol)ert,'<on  first  being  duly  sworn  by  John  A.  Lutz,  notar>'  public  for  the 
of  Columbia,  upon  oath  testifiiecl  as  follows: 

(■ol.  Go  pp.  What  is  your  full^name? 

Mr.  Robertson.  Hilton  W.  Robert*K)n. 

Col.  (tOFF.  Where  do  you  live,  Mr.  Robertson? 

Mr.  Robertson.  Wliite  Haven  •Maryland. 

Col.  GoPF.  What  is  your  business  or  occupation? 

Mr.  Robertson.  Shipbuilder. 

Col.  GoFF.  You  entered  into  a  contract  with  the  United  States  Shi])pini 
Emergency  Fleet  Corporation  in  the  year  1918? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoKF.  How  many  contracts,  if  any,  did  you  make  with  the  Fleet  ("orp 

Mr.  Robertson.  One  contract. 

Col.  GoFF.  Did  you  have  no  more  than  one  contract? 

Mr.  RoBERisoN^  That  is  all. 

Col.  (irOFF.  What  was  the  number  or  initial  description  of  that  contract? 

Mr.  Robertson.  No.  406-W3C. 

Col.  GoFF.  Have  vou  a  copy  of  that  contract  with  you? 

Mr.  Robertson.  No,  sir. 

Col.  GoFF.  Now,  vou  make  some  claim  growing  out  of  an  adjustment  of  labi 

Mr.  Robertson.  Yes,  sir. 

Col.  <  ioFF. which  you  charge  grew  out  of  the  making  of  the  Contract  <40( 

Mr.  Robertson,  (■orrect. 

Col.  GoFF.  When  was  tMfl  contract  signed,  if  you  know? 

Mr.  Robertson.  The  first  week  in  October. 

Col.  GoFF.  That  is  to  say,  the  contract  which  you  actually  siioied  on  the  — 
of  October,  but  which  was  dated  as  of  July  30,  1918,  and  which  1  now  show  \ 
a  contract  in  recognition  of  an  order  under  which  you  had  done  work  for  tr 
Corporation  from  July,  1918,  until  the day  of  October? 

ill.  Robertson.  Correct. 

Mr.  Talbert.  WTiat  position,  if  any,  did  you  hold  with  the  White  Have 
building  Co.  at  the  time  of  the  gi^ing  of  the  order  and  signing  of  the  contrac 
mentioned? 

Mr.  Robertson.  Fiftv  per  cent  owner  and  general  manager. 

Mr.  Talbert.  The  White  Haven  Shipbuilding  Co.  is  a  chartered  comj 
understand? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  W^ho  are  the  other  charter  members  of  the  company,  beside  y 

Mr.  Robertson.  W.  A.  Anders  and  George  H.  Larmore,  of  White  Haven,  M 

Mr.  Talbert.  Did  either  of  the  other  owners  conduct  any  negotiations  v 
Fleet  Corporation? 
Mr.  RoBERTBON,  No,  air. 
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1.  GoTF.  Noir  state  the  circumstances  uuder  which  this  order,  iu  recof^iiition  of 
*  SlMch  the  contract  dated  Julv  30  was  executed,  was  iteue<l. 

i  M  Mr.  RoBSBTBON.  During  July  we  rec^eived  a  letter  from  the  Shipping  Board  ask- 
fn|Bi  to  build  some  of  these  wooden  schooner  barges,  and  we  were  sent  some  blue 
fBtowith  which  to  fi&:ure  our  estimate  from.  We  pro(!ecdcd  to  figure  our  estimate 
I  the  rile  of  wages  uutt  our  yard  was  then  paying.  I  went  to  Philadclpliia  with 
Kiertiinate  and  was  told  by  the  contract  divuiion  tliat  Uie  board  liad  at^reed  to 
lUO.OOO  per  ship,  which  was  about  $1,000  more  than  our  estimate.  The  order 
■  pen  to  us,  and  a  letter  to  that  effect  written  to  us. 
GoL  GoFF.  By  whom  was  that  letter  written? 

Kr.  RoBEBTSON.  The  manager  of  wood  ship  construction  division,  Mr.  James  P. 
Ilnvorth. 
Col.  GoFP.  Can  you  produce  the  letter? 
Vr.  Robertson.  No,  I  haven't  it  with  me. 
CcL  GorF.  Wliere  is  the  letter? 
Xr.  RoBERTSox.  Down  at  the  plant. 
( I  Col.  GoFF.  Can  you  send  it  in? 
Mr.  Robertson'  Yes,  sir. 
Cbl.GorF.  When? 
Mr.  Robertson.  By  Monday. 

Col.  GoFF.  Did  you  see  anyone  representing  the  Emergency   Fleet  Corporation 
far  the  receipt  of  that  letter  and  betorc  you  went  to  Philadelphia? 
Mr.  Robertson.  Yes,  sir. 
Col.  GoFF.  \Miom  did  you  see? 
Mr.  Robertson.  James  Berkerley. 
Col.  GoFF.  Wliere  did  you  see  liirn? 
Mr.  Robertson.  Baltimore. 
Col.  GoFF.  Who  was  he? 

Mr.  Robertson.   He  was  the  district  manager  for  the  middle   Atlantic  dii*trict, 
joDed  the  third  of  the  Shipping  Board. 

Cfll. GoFT.  Why  did  vou  see  him  in  connection  with  thit*  lett«T  \o  which  vou  have 
l^rrferred? 

Mr.HoARTHON*.  W'e  had  to  operate  under Our  vard  wan  in  his  <lislri(t. 

'«. GoFF.  What  was  the  pur])os(»  of  your  m:*eiiig  him  V»efore  you  hatl  made  a  cou- 
■rtwith  the  Emergency  Klet»t  ror])orati( 


tion 


llrt' 
Mr.  Robertson.  To  get  the  plans  with  whicli  to  fii;urr»  our  propf>.s;il 
Col.  GoFF.  What  were  the  details,  in  mibstance,  of  this  letttrr  wliich  \ou  will  send 
[litlierGiistruction  Claims  Board? 

Mr. Koberthon.  The  letter  came  to  our  })laTit  Siuing  that  we  were  in  a  portion  to 
[fcwork  of  this  character  in  buildini;  these  2.r)0u  t«)n  w(M)ilen  sclni.Mier  har;;e;-i.  and 
|^ttthe^'  would  ver>-  much  like  us  to  file  a  ]>roposal  fi'r  building  tlicni  for  tlie  Knier- 
Ifan  Fleet  Corporation.    That  is  the  substance  of  tJie  lelt«-r. 

I  *'oI. GoFF.  Then,  as  I  understand  it,  after  the  receipt  of  tliis  letter  vou  pn.)c,','(K'd 
fcHaltimore.  saw  the  district  nianatrer,  obtain»»d  infornation  and  plans  he  ])f»s.M  :ir^^(l^ 
■iKeiit  directly  to  Philadelpliia  to  sfc  the  writer  of  the  letter  to  which  vou  have 
Mmed? 

Mr.  TloBERTSON.  Correct. 

Col.  GoFF.  Whom,  if  anyone,  did  you  see  in  I*hiladel])hia? 
Mr.  Robertson.  I  saw  Mr.  K.  E.  T.ilhert  of  the  contract  division. 
f'ol.  OoFF.  What,  if  anvthinp:,  trauapired  between  you  and  him  relative  to  tin-  pn»- 
p>«l  contained  in  the  letter  to  which  you  have  referred? 

Mr.  Kobertson.  I  fijfure<l  my  estimate  an<l  pren/nted  it  U*  Mr.  Talbert,  and  Mr. 
Ubertmade  the  remark  that  mv  estimate  was  within  a  thousiind  dollars  of  what  they 
pwd  to  pay,  and  he  proceeded  to  have  the  order  written  and  ^ave  ii  to  us  for  the 
MMtruction  of  two  fdiips. 

Col.  GoVf.  Haye  vou  u  <:opy  of  that  order,  or  original  ord<»r? 
Mr.  Robertson.  So.  sir.     You  hav<.*  a  copy  of  tliat  K'tler-onhT  here. 
Col.  Goff.  Then  the  written  communications  between  you  and  Mr.  R.  K.  Talbert 
I  the  time  of  your  firnt  yisii  to  Phila(Iel[»hia  are  incorporated  in  the  record  na])ers  of 
ucbdm  now  on  file  in  the  offi<e  of  the  Emer<,'encv  Meet  Oori)oratiou,  Washington, 
».  C? 

Mr.  Robertson.  Yes,  sir. 

Col.  Goff.  What  did  vou  do  n(»xt  after  vour  interview  with  Mr.  Talbert  in  Pliila- 
sMiia? 

Mr.  Robertson.  The  order  was  handed  to  me  on  that  day.  I  went  to  lialtimore 
Ke  Mr.  Beckerley,  and  showed  him  the  order,  lie  made  a  memorandum,  marki^d 
qi  on  hifl  map  that  the  Wo(jd  Jlaven  Shi])bullding  fo.  wa**  to  htart  work,  and  we 
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i  mmediately  started  constructing  two  new  launching  ways  and  getting  out  the  wl: 
oak  timber  for  these  ships. 

Col.  GoPF.  What  were  you  required  to  do  by  the  terms  of  this  order? 

Mr.  Robertson.  By  the  terms  of  this  order  we  were  required  to  cooperate  A\'ith 
district  office  in  Baltimore,  in  reference  to  the  lumber;  they  were  to  help  us  to  pi 
the  orders  with  the  mills  best  suited  to  supply  this  lumber.    All  the  other  mate^ 
we  purchased  ourselves — the  biggest  portion  of  it  from  R.  R.  Hoffman  Co.,  wh 
gave  us  the  best  price. 

Col.  GoFF.  Were  there  any  clauses  or  terms  in  the  order  to  which  you  at  any  ti 
took  exception? 

Mr.  Robertson.  No,  sir;  not  in  the  order. 

Col.  GoFK.  After  the  receipt  of  the  order,  to  which  you  have  referred,  July  30,  1^ 
you  returned,  as  you  sav,  to  your  place  of  business  and  proceeded  to  construct  ' 
wooden  barges  for  the  Emergency  Fleet  Cor|>oration. 

Mr.  Robertson.  Corre<:t. 

Col.  GoFF.  WTiat  scale  of  wages  were  vou  operating  under  in  vour  vard  on  the  J 
of  July,  1918? 

Mr.  Robertson.  We  were  operating  on  our  own  basis  rate  on  which  our  estim 
was  figured.     W^e  were  paying  our  first-class  carpenter  50  cents  an  hour,  our  seco 
class  cari^enter  40  cents  an  hour,  and  so  on  down.     No  man  in  our  yard  was  gett 
more  than  50  cente  an  hour — except  our  foreman  who  was  getting  70  cents  -and 
worked  from  July  30th  to  the  Ist  of  0(?tober  on  these  rates. 

Col.  GoFF.  As  I  understand  it,  in  July,  1918,  \vith  the  exception  of  the  foren 
who  received  70  cents  an  hour,  the  maximum  rate  of  wages  paid  the  man  em])lo : 
in  your  yard  was  50  cents  an  hour.     What  was  the  minimum  rate  paid  at  that  tii 

Air.  Robertson.  Twenty-five  cents  an  hour. 

Col.  GoFF.  Then  between  the  30th  day  of  July,  1918,  and  the  first  week  of  Octol 
1918,  the  scale  of  wages  paid  in  your  yard  was  the  scale  to  which  you  have  ju^t  invi 
attention? 

Mr.  Robertson.  Yes,  Fir. 

Col.  GoFF.  Now,  when  you  were,  as  you  say,  presented  with  a  contract  during 
first  week  of  October,  1918,  which  related  to  the  agreement  existing  between 
White  Haven  Shipbuilding  Company  and  the  Emergencry  Fleet  CorpoAtion  fi 
the  30th  day  of  July,  1918,  until  the  date  you  received  the  contract,  you  discove 
that  Paragraph  II  of  said  a^eement  pro\'ided  in  the  following  words  and  figures 
wages  which  were  to  be  paid  in  your  yard: 

'^11.  It  is  agreed  that  the  wages  paid  shall  be  those  fixed  by  the  Shipluild 
Wage  Adjustment  Board  for  the  Atlantic  Coast  District  and  effective  as  of  the  d 
of  this  contract.  In  the  event  the  adjustment  board  shall  make  any  general  incre 
in  the  scale  of  wages,  the  net  increase  in  labor  cost  for  the  barges  shall  be  l>orne 
the  owner,  except  as  provided  in  section  13  hereof;  in  the  event  of  any  decrc 
the  owner  shall  receive  the  sole  benefit  thereof.  If  Sunday,  holiday,  or  overt 
work  he  resorted  to,  it  shall  be  without  additional  expense  to  the  owner  unices  r 
cifically  authorized  by  the  owner  in  advance  " 

Mr.  Robertson.  The  clause  in  the  order  stated  we  were  protected  on  wage  s< 
and  freight  rate  in  effect  as  of  that  date.    The  contract  whi(  h  we  received  the  i 
week  in  October  by  paragraph  11  stated  **the  wages  paid  shall  be  those  fixed  by 
Shipbuilding  Wage  Adjustment  Board  for  the  Atlantic  coast  district  and  effect 
as  of  the  date  of  this  contra(^t." 

Col.  GoFF.  In  what  respect,  as  far  as  you  know,  in  October,  1918.  did  the  seal 
wages  under  which  vou  were  operating  differ  from  the  scale  fixed  by  the  Shipbuilc 
Wage  Adjustment  Board  for  tne  Atlantic  Coast  District,  and  which  was  to  he  nn 
the  effective  scale  by  the  terms  of  the  agreement  dated  July  30.  1918,  and,  in  f 
as  you  say,  executed  during  the  first  week  of  October.  1918? 

Sir.  Robertson.  I  have  filed  with  the  Wage  Adjustment  Board  a  copy  of  our  wec 
pay  roll  for  the  week  ending  October  2,  showing  the  men,  the  numbers,  arid  the 
that  we  paid  on  this  specific  contract.     I  also  filed  A^ath  this  wage  board  a  copy  of 
first  pay  roll  for  the  week  ending  October  9,  showing  increases  we  were  compc* 
to  stand  by  reason  of  that  clause  in  the  contract. 

Col.  GoFF.  nave  you  copies  of  these  statements  with  you? 

Mr.  Robertson.  No,  sir;  they  are  here  in  this  office  in  Washington. 

Col.  (ioFF.  By  that  you  mean  they  were  filed  with  the  Wage  Adjustment  Boii 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  According  to  vour  ])est  recollection,  when  did  vou  phvsicallv  exe< 
the  contract  described  as  No.  406-WBC,  and  dated  July  30,  1918? 

Mr.  Robertson.  October  4  or  5. 
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CdLGofp.  Did  you  know  before  you  siigned  the  rontract,  as  yon  have  s«tiUod.  that 
■nph  11  bound  you  to  pay  a  diiferent  sc-ah-  nf  wagos  than  you  did  pay  undor  the 
fowen-ed  in  yoiir  yard? 
r.RoBEST9os.  Yes,  sir. 
GbI-Goff.  When  did  you  first  dipcovi-rlt? 

]fr. Robertson*.  Immediately  upon  the  receipt  of  the  oridual  contrart  to  hesipued, 
Aich  Tag  mailed  from  the  Philadelphia  office  Soptembor  :{0. 
Cd-GoFP.  Did  you  sign  it,  or  did  you  go  to  Philadelphia  l^efore  you  aiirncd  it? 
ft.  Robertson.  I  went  to  Philadelphia  with  the  contract,  refuning  t<">  «?igo  it. 
Cfll.  GoFF.  WTiom  did  you  see? 

r.  R0BERT8OX.  I  asked  for  Mr.  .Tames  ().  ITey worth,  in  charge  of  wiKKl-i»liii>  chju- 
rtion.  aod  was  referred  to  hi»  assistant.  Mr.  <ieonre  E.  Tebbetts. 
CcLGoFF.  Did  you  see  Mr.  Tebbettd? 
Jfr.  Robertson!  Yes.  air. 

Col.  GoFF.  I  will  ask  vou  if.  at  the  time  vou  saw  Mr.  Tebbetts,  he  was  the  af<«istant 
Bigerof  the  wood  di^ision  of  composite  con6«truction? 
Xr.  Robertson.  He  was. 
W.GoKF.  Who  referred  you  to  Mr.  Teb1)etts? 

r.  Robertson.  Mr.  He.vworth's  secretary.  I  suppose,  or  some  gentleman  in  Mr. 
oitfaVoffice,  who  stated  that  Mr.  Iley  worth  was  in  a  conference  and  Mr.  Tebbetta 
rtraighten  out  any  matu-r. 
1.  GoFF.  Then  you  did  not  see  ^^^.  ITeyworih? 
ft.  Robertson.  No,  air. 
CQi.GoFF.  State  whether  you  had  ever  met  Mr.  T<^!)betts  prior  to  th(»  occ:ision  to 

>"oii  have  just  referred! 
r.  Robertson.  I  don't  think  1  had  ever  met  him  before. 
C0I.G0FP.  Did  you  see  him  at  the  tim<»  and  place  in  question? 
Mr.  Robertson.  Yes,  sir. 
1.  GoFT.  State,  if  you  will,  what  transpired-   what,  if  anything,  you  said  to  him, 
I  vbat.  if  anything,  he  said  to  vou. 

Xr.  Robertson.  I  asked  for  Mr.  Ileyworth,  was  referred  to  Mr.  Tebbetts.  unci  I 

to  the  clause  in  the  contrar  t  compelling  us  to  pay  a  ^^  age  \n  lii<  h  w  as  d  it 'erent 

lourbancrate  we  were  paWng  then  in  our  yard  and  operating  on  tliis  H]>e(  if.c  con- 

t-  I  told  him  that  1  had  ne\cr  heard  of  a  shipbuilding  \\agc  adjustment  board  and 

loot  know  what  their  rates  ^ere  ^^hich  would  compel  us  to  pay  according  to  their 

Minthe  contiuct.    Mr.  Tebbetta  rej>lied  to  go  aliead  ami  sign  the  contrac  t  as  \\e 

ligned  the  order,  and  that  the  wage  increase  would  he  taken  care  oi,  as  they  v\ere 

^tilcen care  of  on  the  Ferris  type  sliips.    He  als<.)  stated  that  the  contracts  had 

'let  for  too  low  a  price  and  all  the  board's  contracts  would  be  adjusted.    And  on 

!itieDgth  of  that  assurance  we  signed  the  contrac  t. 

CoLGoFP.  At  the  time  of  this  inter\  iew,  did  you  have  with  you  the  onler  of  July  SO, 
I jjj^  Mthorizing  you  to  proceed  \Nith  the  conHtructic»n  of  the  two  \uK)dcn  schooner 

V.Robertson.  I  had  the  order  with  me  and  the  contract. 

CriGoFP.  Did  you  and  Mr.  Tebbetts  at  that  time  gi^e  any  attention  to  paragraj)h  4 
■■di order,  in  tne  following  language: 

/IFuU  protection  to  be  given  vour  companv  on  lal>or  and  freight  aUjve  e.\i.>!)ting 
|*wnticcoMt  rates?" 

|u.  Robertson.  Yes,  sir. 

gLGoFF.  What  attention  or  <iiBcus.«ion  <lid  y(»u  ijive  to  that  dauw? 

v.  Robertson.  I  called  Mr.  Tebbetts'n  attention  to  thediiTerencein  the  wording 
j fte  cUufle  in  the  order  merely  stating  we  were  pr<ite(  led,  ami  the  clauK*  in  the 
[■Jtact compelling  us  to  do  eomeihing. 

W.  GoFP.  Did  vou  specify  wlicrein  the  lanj;ua)L:e  01  j»uragraph  4  of  the  order  oi" 
<iy 30th  differed  from  tne  provisions  oi  j>aragraph  1 1  of  tin;  contract  whi<  h  you  were 
pwted  to  sign. 
I  V.  Robertson.  I  did,  yes  .sir. 

•^ol-GoFF.  State.  i)lea.«e,  ar«  tull\  as  \«.u  •■iin.  wlmt  \f.ii  .-aid  1a  wav  ol '■on.'^tnieiion 
'ttt*Tpretation,  and  what,  if  atiytliinL'.  Mr.  Ttjlihefi-  .-.lid. 

*■  Robertson.  I  ntated  that  we  wer*'  ;i  in'ri-iiiiii-n  \;iid.  wr-  li:iil  ;ilw:i;.«  niade 
* 0*11  rates,  we  had  alwayn  W/rkeij  u-u  li":n>  j  d:»y.  wiili  the  f\f(\i\'v>ii  rii'  three 
•fiMha  a  year  during  which  w»'  worki-d  niie-  hmir.-  .1  daw  liiiH  tlie  oid»-r  thun-*-.  uh 
'•urfftWood  it,  stated  we  wr-re  ]ir"* >•<■[' A  in  ih'*  <-M-iit  we  wf.ulfl  h.i'.e  10  i»;iy  :i  |jij.dn;r 
JJP  than  we  were  then  payiiiL'.  Mr.  TeM.«tT.-  -tuTi.d  ihat  it  wn.-  hir  iiiid«'r-i;iiiding 
Iw  the  pro\Tsion  in  the  cfniun'-t  ]pr^''.id'-  i'^i  tlui  |>roT»r  ri.in. 

^<«1.  GoFF.  Did  vou  at  that  nuK-  u.-W  Mr.  Tol»lnTr.-  thi-  -( ;d«'  of  \vj'j*'n  jin-'ailinL'  in 
J«ff  plant? 

«f.  R0BERTfK>N'.    \0  .«ir 
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Col.  GoFP.  Did  you  at  that  time  make  any  effort  to  learn  what  was  the  ex 
Atlantic  Coast  rate? 

Mr.  Robertson.  Yes  sir. 

Col.  GoFF.  WTiat  did  you  do?  i 

Mr.  lioBERTSON.  I  went  to  Baltimore,  called  on  Mr.  Beckerly,  told  him  lli 
both  signed  the  original  contract,  asked  him  what  the  rates  were,  and  he  reforn 
to  Mr.  Overend's  office.  Mr.  Overend  wrote  a  letter  to  our  phmt  sotting  fort 
wages  we  were  to  pay.  Mr.  Beckerley  told  me  that  he  wotild  not  OK  anothc 
roll  voucher  unless  it  was  at  the  rate  of  the  Shipbuilding  Wage  Adjustment 
rate. 

Col.  GoFF.  Was  the  rate  of  wages  which  you  were  then  given  in  (^xces.s  of  th 
of  wages  which  you  had  been  pa>  ing? 

Mr.  KoBERTsox.  Yes  sir,  very  much  so. 

(^ol.  GoFF.  What  then  did  you  do? 

Mr.  Robertson.  We  proceeded  to  increase  each  man's  wages  in  the  a  urd  aii< 
the  now  scale  of  wages,  and  I  have  always  been  lighting  with  Philadelphia 
Tebbetts's  office — to  get  the  adjustment  on  this  contract  whereby  we  would  be 
care  of  for  this  excess  wage. 

Col.  GoFF.  WTiat  was  the  new  scale  of  wages? 

Mr.  Robertson.  The  new  scale  of  wages  increased  every  man  in  our  yanl 
ten  cents  per  hour  to  twenty-five  cents  per  hour.  First-class  car})enter  rat 
seA'entv-four  cents,  second  class  was  sixty-five  cents,  and  carpenter's  l)elj>» 
forty-six  cents,  and  so  on  down. 

Col.  GoFF.  That  was,  as  you  understood  it,  the  existing  Atlantic  Coast  rate? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  Now  did  you,  at  the  time  you  obtained  this  Atlantic  Coast  rate  fro 
Overend,  have  in  mind  the  provisions  of  section  4  of  the  order- letter  of  July  30, 
that  you  were  to  be  protected  on  all  labor  cliarges  over  and  above  the  existing  At 
Coast  rate? 

Mr.  Robertson.  WV  understood  that  we  were  to  have  our  contract  adjusted  t< 
care  of  this  added  increase  of  wages  we  were  compelled  to  pay. 

Col.  GoFF.  You,  of  course,  understood  tliat  the  rate  given  you  by  Mr.  Overen 
the  existing  Atlantic  Coast  rate,  and  that  it  was  not  a  rate  over  and  above  the  ex 
rate,  did  you  not? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  Then  the  rate  which  Mr.  Overend  gave  vou  at  the  time  to  which  yoi 
referred  was  not  a  rate  above  the  existing  rate  by  wliich  in  fact  the  existing  At 
Coast  rate,  as  you  understood  it. 

Mr.  Robertson.  I  understood  it  that  the  existing  rate  was  our  basic  rate— tli 
we  were  paying  in  our  yard.  That  was  our  existing  rate,  because  I  did  not  knoA 
there  haa  been  a  separate  scale  set  down  to  govern  shipyards  doing  this  work. 

Col.  GoFF.  I  now  call  your  attention  to  paragraph  4  of  the  order-letter  of  Ju 
1918,  wliich  guarantees  your  company  full  protection  on  all  labor  rates  over  and  : 
existing  Atlantic  Coast  rates,  and  ask  you  if  tliat  sentence  does  not  mean  that  yoti 
to  be  protected  only  when  required  to  pav  a  labor  rate  in  exce.^  of  the  Atlantic 
rate? 

Mr.  Robertson.  I  understood  that  to  be  true,  but  figured  that  the  word  "p 
tion"  did  not  include  our  yard,  because  we  are  a  nonunion  yard,  and  this  clai 
paragraph  4  of  the  order  stated  we  were  protected.  Now  that  clause  does  not  sa 
nave  got  to  do  so  and  so,  and  having  that  in  mind,  I  paid  no  attention  whatever  t 
view  of  the  order  to  be  given  our  company,  but  I  did  object  to  the  clause  in  the  coi 
compelling  us  to  pay  this  scale. 

Col.  GoFF.  Then  the  language  of  the  section  4  of  the  order-letter  of  Julv  30 
no  sense  inconsistent  with  the  language  in  paragraph  11  of  the  contract  of  Ju 
1918,  binding  you  to  pay  the  rate  fixed  by  the  shipbuilding  wage  adjustment  boc 

Mr.  Robertson.  They  are  not  the  same  clauses,  and  1  never  interpreted  th 
be  the  same. 

Col.  GoFF.  Well,  now  you  are  required  bv  section  11  of  the  contract  of  July 

Eay  in  vour  yard  the  scale  of  wages  fixed,  by  the  shipbuilding  wage  adjusi 
oard?  ' 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFP.  You  were  told  in  the  order-letter  of  July  30,  in  paragraph  No.  4 
your  company  would  be  protected  on  all  labor  scales  over  and  above  the  ex 
Atlantic  coast  rates? 
Mr.  Robertson.  Yes.  sir. 

Col.  GoFF.  You  understand  by  the  language  of  the  order-letter  that  if  you  we 
quired  by  any  labor  organization  to  pay  a  rate  over  and  above  the  rate  fixed  I 


SHIPPING  BOARD  OPERATIONS.  3411 

ing  wage  adjustment  board,  that  then  you  would  be  protected,  and  only 

that*  your  understanding? 

BERT80N.  Yes.  sir. 

'PP.  Now.  did  you  have  any  other  or  further  conversation  with  Mr.  Tobbetts 

a  what  you  have  set  forth? 

BEBT80N.  No,  sir*.  because  Mr.  Tebbetts  left  the  Fleet  (Corporation  shortly 

>rF.  Will  you  state  again,  as  nearly  as  you  can  recall  it,  the  conversation, 

language  you  used  in  objecting  to  the  contract  of  July  30  because  it  re- 

u.  in  paragraph  11.  to  pay  a  wa^  to  be  fixed  by  the  shipbuilding  wage  ad- 

t)oard  for  the  Atlantic  coast  district  at  the  time  you  complained  concerning 

ro\'ision  to  Mr.  Tebbetts.  in  the  first  week  of  October,  1918. 

lERTBON.  Immc^liately  upon  receipt  of  this  contract.  I  took  it  and  the  ordei 

dphia.  asked  to  see  Mr.  Hey  worth,  was  referred  to  Mr.  Tebbetts.     I  objectea 

iise  in  the  contract  compelling/  ns  to  pay  a  scale  of  wa^res  fixed  by  a  Ship- 

X^age  Adjustment  l^oanl  whif*h  was  different  fr<;)m  our  clause  in  the  order. 

!ttB  stated  to  me  that  it  was  all  right  to  sign  the  contract,  that  we  would  be 

» of  by  the  a<ided  increase  of  waj^jes  we  were  compellcnl  to  pay  ap  all  Ferris 

contracts  had  been  taken  care  of.     He  also  stated  that  all  of  the  barges  had 

30  low  and  all  of  the  contracts  would  have  to  be  adjusted.     These  were  his 

lents.     On  the  strength  of  his  statements  we  signed  the  contract*. 

FT.  WTiere  did  -^-ou  sign  it? 

tERTSON .  A  t  Whi te  H a ven . 

FF.  Did  you  ever  have  any  paper  writing  of  any  character  or  description 

?  this  conversation  between  vou  and  Mr.  Tebbetts? 

iBRTSON.  Yes, sir.    Mr.  Tebhetts  sitnsequently  reduced  to  writing  his  recol- 

he  conversation  in  the  form  of  a  statement  which  1  now  call  to  voit  attention . 

?w.  The  paper  wluch  vou  now  hand  me  is  in  form  an  af?ida\it  setting  forth 

jction  of  Mr.  Tebbetts? 

lERTSON'.  Yes,  sir. 

PF.  This  atfida\it  datetl  Januar\'  G,  1920,  was  executed  under  what  circum- 

iitRTsoN.  I  was  told   by  Mr.  Gill  en  that  if   Mr.  Tebbetts  would   <»ive  an 
)  the  fact  that  he  stated  we  would  be  taken  (rare  of  in  the  increased  cost 
I  told  Mr.  Gillen  1  coidd  get  an  aflidavit  from  Mr.  Tebbetts,  wliicli  1  pro- 
do. 
rr.  And  this  is  the  affidavit  (producing  the  affidavit  and  showine  it  to  Mr. 

)? 

lERTsoN.  Yes,  sir. 

pp.  You  are  familiar  with  its  contents? 

lERTBON*.  Yes,  sir. 

pp.  Does  it  set  forth  the  comT>lete  conversation  a!id  understancHno:  which 

rith  Mr.  Tobbetts  in  October,  ifilS  ? 

SERTBON.  In  substance;  yes,  sir. 

PF.  Do  vou  now  recall  any  other  fact  or  circumstances  not  on)bodied  in  this 

i  to  which  yo!i  can  testify  at  this  time? 

BBBTSON.  Well,  on  two  occasions  after  this  contract  wa.s  Rigne<l  I  was  in 

hit.  and  Mr.  Tebbetts  stated  that  they  were  ])rc>ceeding  to  adjust  all  their 

uge  contracts. 

pp.  Your  answer  is  not  resiwnsive  to  my  fjuestion  which  is  aimed  at  inquiry'' 

in  the  conversation  covered  bv  the  aflidavit  of  Mr.  Tobbetts,  anv  further 

Mm  or  matter  was  discussed  which  he  does  not  refer  to. 

BERT80N.  In  substance  the  a'lidavit  embodies  the  entire  conversation  and 

dingwhich  Mr.  Tebbetts  and  I  had  in  ( )ctober.  1918. 

PP.  Did  you  at  any  time  after  .luly  .'10.  1918.  other  than  tlie  conveisation  of 

f  that  y€»r,  discuss  with  any  member  of  tlie  Kniergency  Meet  ('ory)oration 

A  of  wage  protection  under  your  contract? 

SERTSON.  At  every  time  1  went  to  Philadelphia  on  })nsiness  I  always  made 

to  see  some  official  of  the  SliippiTig  Hoard  in  reference  to  the  promise  of  Mr. 

that  we  would  be  taken  care  of  in  the  incrcujsed  wajres  we  were  i)aying.     I 

DRinerous  occasions  that  if  we  had  to  ])ay  the  increase^l  wages  the  sliips 

be  built  for  5190.000,  but  was  always  told  that  it  would  l)e  in  the  nature  r.f 

d  would  have  to  be  filed  as  such.     .\ow,  during  all  of  that  time  there  wa.-«  r^ 

It  made,  the  contract  price  was  spent,  and  the  shi|)s  not  completed. 

np.  Did  you  have  any  conversation  with  any  officer  of  the  Fleet  f'oqwration 

r  1919  concerning  wage  protection? 

IERT80N.  Yes,  sir. 

1.  Mfhen? 
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Mr.  Robertson.  August. 

Gol.  GoFP.  With  whom? 

Mr.  Robertson.  With  the  district  officers  in  Baltimore  and  Philadelphia. 

Col.  GoFF.  Did  you  talk  to  any  officer  at  the  head  of  any  of  the  departments  of 
Fleet  Corporation  in  Philadelphia? 

Mr.  Robertson.  Yes.     I  talked  with  Mr.  McNary  and  Mr.  R.  E.  Talbert,  and  a 
Mr.  Pitts. 

Col.  GoFF.  ^Vhat  did  you  say? 

Mr.  Robertson.  I  explained  to  them  the  condition  which  we  had  operated  unJ 
why  the  contract  price  had  been  spent,  and  why  the  ships  had  not  been  oompleti 
I  told  them  that  the  biggest  item  for  claim  was  excess  wages  we  were  compelled 
pay  by  reason  of  the  clause  in  our  contract  which  was  not  figured  in  our  estinuu- 
and  on  the  strength  of  the  claims  for  changes  and  extras  and  the  excess  wages  t 
supplemental  agreement  was  drawn.  I  stated  then  the  wage  increase  t^hould  be  me 
tioned  in  the  supplemental  agreement,  as  Mr.  Tobbetts  has  stated  we  would  be  p: 
tected  on  it,  ana  was  told  by  Mr.  McNar>''  and  Mr.  Pitts  that  it  was  a  claim  ana : 
us  to  file  a  claim  and  the  claim  board  would  act  on  it.  1  might  further  add  th 
after  filing  the  claim  for  the  excess  wages  I  was  referred  from  the  board  oflRce  to  Phil 
delphia  to  the  wage-reimbursement  board;  and  it  was  the  unanimous  ojjininn  of  C 
board  that  it  was  not  a  wage-reimbursement  matter,  but  a  claim  for  the  claims  boai 
and  Mr.  Pitts,  chairman  of  the  wage-reimbursement  board,  dictated  a  letter  to  t^ 
Baltimore  office  in  my  presence,  stating  that  it  was  a  claim  for  the  claims  l)oard 
act  upon,  and  not  a  matter  for  the  wage-adjustment  board  to  consider. 

Mr.  Talbert.  Your  contract  pro\iaed  protection  for  all  increases  over  the  Atlant 
Coast  rate  at  the  date  of  the  contract,  did  it  not? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  There  was  an  increase  in  the  rates  after  that  date,  was  there  not? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  Called  the  Second  Macy  Award? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  You  were  given  protection  on  that  award,  were  you  not? 

Mr.  Robertson.  Yes,  sir. 

Mr.  Talbert.  I  now  call  your  attention  to  a  letter  dated  June  16,  1920,  si^ed  1 
Geo™  L.  Tirrell,  and  addressed  to  Martin  J.  Gillen,  on  the  subject  of  your  claim, 
which  Mr.  Tirrell  states: 

"We  hereby  certify  that  excess  wage  under  second  Macy  award  was  paid  und 
Contract  406-WbC  with  the  White  Haven  Shipbuilding  Co." 

The  letter  I  have  just  read  refers  to  the  second  Macy  award  which  you  did  get  pi 
tection  on,  did  you  not? 

Mr.  Robertson.  Yes,  sir;  we  were  reimbursed  each  week.  The  first  Macy  awa 
went  into  effect  in  April,  1918,  which  increased  the  carpenters'  and  laborers'  wages  frc 
the  basic  rate  of  a  shipyard  to  conform  with  the  shipbuilder's  labor  adjustment  boa 
rate.  The  second  award  went  into  effect  November  1,  1918,  and  was  retroactive 
October  1,  1918,  which  was  another  increase  over  the  first  award.  The  White  Hav« 
Shipbuilding  Co.  did  not  know  of  a  Macy  award  at  the  time  we  figured  the  estimate 
build  these  barges,  and  we  preceded  to  build  these  barges,  from  July  30  until  Octoh 
1,  on  our  avm  basic  rate  in  our  yard.  We  were  stopped  paying  at  our  basic  rate  1 
reason  of  a  clause  in  the  contract,  handed  to  us  in  October,  conisequently  the  Wlif 
Haven  Shipbuilding  Co. 's  employees  received  the  increase  in  October  to  the  has 
rate  of  the  first  award,  and  then  on  November  1  they  received  the  second  increase  frc 
the  first  award  to  the  second  Macy  award. 

Col.  GoFF.  The  Macy  award  was  the  name  of  the  man  who  fixed  all  of  the  AtlaiL 
coast  rates? 

Mr.  Robertson.  Yes,  sir. 

Col.  GoFF.  You  did  not  know  of  the  Macy   award   during  the  interim  betwe 
July  30  and  the  date  in  October,  1918,  when  you  received  your  contract? 

Mr.  Robertson.  No,  sir. 

Col.  GoFF.  During  that  time  you  operated  under  the  basic  rate  existing  in  yc 
yard? 

Mr.  Robertson.  Yes,  sir. 
H  Col.  GoFF.  You  never  at  any  time  paid  the  labor  there  employed  on  a  scale  eq  ' 
to  the  first  Macy  award? 

Mr.  Robertson.  No,  sir. 

Col.  GoFF.  In  other  words,  the  first  Macy  award  never  affected  you  in  any  way? 

Mr.  Robertson.  No,  sir. 

Col.  GoFF.  The  first  Macy  award  prevailed  from  April,  1918,  to  November  1,  19 J 
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)BEXTBON.  The  fint  Macy  award  prevailed  from  April,  1018,  to  November  1, 

s,iir. 

)Fr.  Tou  did  not  obser\-e  that  award,  except  duriog  the  month  of  October, 

•BEBTSON.  Correct. 

»rp.  On  November  1,  1918,  the  first  Macy  award  was  succeeded  by  what  is 
0  aa  the  second  Macy  award? 
BERTBOK.  Yee,  sir. 

n.  After  the  second  Macy  award  went  into  effect  you  were  paid  by  the 
y  Fleet  Corporation  for  the  excess  wage  of  the  second  award  over  thcfirst? 
BEBTSOK.  Correct. 

vr.  You  have  never  been  paid  at  anv  time  the  excess  rate  of  the  first  Macy 
Jt  and  above  your  basic  wage  scale? 
BEBT80K.  No,  sir. 

p?.  You  have  therefore  paid  since  October  ],  1918,  a  wage  based  on  the 
icy  award? 
BEBTSOK.  Yes,  sir. 

PF.  "Hie  Emergency  Fleet  Corporation  has  allowed  you,  as  your  claim,  the 
only  which  represents  the  excess  of  the  second  award  o\er  the  first? 
iEBTBON.  Yep,  sir;  correct. 

pp.  Therefore,  your  claim  against  the  Emergency  Pleet  Corporation  for 
is  baaed  on  the  difference  l>etwe^  your  basic  rate  and  the  first  Macy 


lERTSOX.  Yes,  sir. 

FF.  And  this  claim  dates  from  October  1,  1918? 
lEBTsoK.  Y'es,  sir. 

fT.  ^hat  is  the  amount  of  that  claim? 
lEBTSON.  $51,212  for  each  ship. 

FF.  So,  in  a  word,  from  and  after  Xo\  ember  1, 1918,  your  wage  scale  exceeded 
wage  scale  by  the  increased  amounts  as  represented  by  the  first  and  second 

IEBT90N.  Yes,  sir. 

iBERT.   What  official  ixwitidu  <lo  ynn  liold  in  the  Fleot  ('urporation,  Mr. 

RELi..  Chairman  of  the  committee  on  \sa'j:t^  reinilmr^x-ment. 
3EK1'.  How  long  have  you  been  connected  with  the  committee? 
HELT..  Since  its  establishment  hv  the  B(^ard  bv  rosoluti<»n  adopted,  1  tluuk, 
1920. 

.BERT.  Prior  to  the  time  you  uere  a  member  of  the  committee  pa^sin£j  on  the 
.  of  claiuLs? 

:ekix.  Yes;  I  have  been  a  member  of  the  present  committee  on  wai?e  reim- 
tand  iU»  predecessors  which  wero  dtile;^ated  to  work  in  tlie  Fame  fiel<l  since 
ident  Ackerson  first  appointed  a  committef;  in  May  or  June,  10J9. 
LBERT.  Was  this  claim  ever  presonttHl  to  yiuir  committee  in  Pliiladelphia? 
tRELT..  It  was  prK}sente«l  informally  by  Mr.  IvobrrLson,  not  2^  a  claim,  but 
conversation  with  Mr.  J*itts.  then  chairman  of  the  committee 
LbERT.  UTiat  action  wa?  taken  bv  voiir  committee? 

tRELL.  Mr.  Ktts  decided  that  it  was  not  within  the  scope  of  the  work  of  the 
easit  existed  at  that  timf,  and  n^ferred  tlie  case  to  the  rancellaiions.  cKiims 
act  board. 

i^ERT.  Have  you  seen  and  examined  the  allidavit  made  by  Mr.  Tebbetta 
tion  with  an  oral  conversation  all»vf>«l  to  have  ))e(jn  had  about  the  time  of 
IS  of  the  contract  in  October,  1918V 

tRELL.  I  have  eeen  Mr.  Tel)betts'9  allidavit  which  states  in  its  own  body  that 
nation  with  Mr.  IloV»ertson  took  place  at  the  tinw*  tJio  WihkI  Iluven  Ship- 
'o.  made  its  first  estimate  and  bid,  namely.  July  5,  1918.  and  not  at  the  time 
ling  of  the  contract  which  waw  in  early  November,  1919. 
:3ERT.  Then,  as  you  understand  it,  the  affidavit  of  Mr.  Tebbetts  relates 
a  conversation  had  at  the  timr^  Mr.  Robertson  bid  on  the  barges. 
EBLL.  Yes. 

JBERT.  And  does  not  relate  to  any  rf)nversaiion  had  at  the  time  the  contract 
Uy  signed? 

RELL.  That  was  my  understanding. 

BERT.  After  this  claim  was  referred  to  your  committee  in  Washington,  did 
communication  wdth  Mr.  Tobbetts? 
BELL.  Yes.  dr. 
BERT.  Did  you  send  him  a  letter  and  a  telegram? 
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Mr.  TiRRELL.  I  sent  him  both  a  letter  and  a  telepam.  I  addressed  the  letter  to  fl 
York  River  Shipbuilding  Co.,  care  of  Stone  and  Webster,  Boston,  Mass. 

Mr.  Talbert.  Do  you  identify  the  t^legjam  which  I  now  read  as  the  ti^lej^ram  wldi 
you  sent  to  Mr.  Tebbetts?— 

Washington,  D.  0.,  May  J,  /9ffl^ 

G.  E.  TOBBETTS, 

Care  of  Ston^  d'  Webster, 

Boston,  M(Ufs. 
Did  you  on  behalf  of  the  Fleet  Corporation,  at  time  contract  with  W'hite  II«r 
Shipbuilding  Co.  was  signed,  promise  Mr.  liobert.son  he  would  receive,  either 
excess  wage  reimbursement  or  in  form  of  increased  contract  price,  difference  betwe 
rates  which  he  was  paying  his  men  at  time  bid  was  made  and  any  increase  he  n 
required  to  make  as  a  result  of  first  Macy  award  stop.  Did  you  promise  Mr.  Roto 
son  readjustment  of  his  contract  regarding  lump-sum  price  with  definite  stipulatL 
as  to  adjusted  price? 

George  L.  Tirrell, 
Chairman  Wage  Reimb\wsemeiii  Commiltedf  Building  C,  Sirth  and  B  StreetSf9 

Mr.  Tirrell.  Yes,  that  is  the  telegram  I  sent. 

Mr.  Talbert.  Do  you  identif>'  the  letter  which  I  now  read  as  the  letter  which  y 
sent  to  Mr.  Tebbetts— 

April  20,  1920. 
Mr.  C.  E.  Tkhbktts, 

Care  of  Stone  c(:  Webster,  Boston,  Mass. 

Dear  Mr.  Tebbetts:  Mr.  Hilton  W'.  Robertj^ou,  President  of  the  While  Hav- 
Shipbuildiug  Co.,  has  ])resented  certain  claims  to  the  Emerj^fency  Fleet  Corjjoratic 
alleged  to  ]>e  due  under  Contract  406  W'BC  for  two  2.500-ton  schoHoner  bar«»:e?. 

Among  these  claims  Mr.  Robertson  asserts  that  he  is  en  tit  led  to  approximul^^l  y  .^'^UO 
per  ship  on  account  of  the  ditterence  between  the  wage  rates  upon  which  his  bid^ 
based  and  those  prescribed  in  the  first  Macy  award. 

The  following  statement  is  a  quotation  from  a  memorandum  made  from  Mr.  Re 
ertson's  statement: 

*'Mr.  Rob€»rtson  states  that  upon  receipt  of  the  formal  contract  on  or  about  Octok 
1,  1918,  and  l>efore  signing  same,  he  went  immediately  to  Ihiladelphia  and  sa 
Mr.  J.  C.  Ile\"w^'(>rth,  manager  of  the  Division  of  Wood  Ship  Construction,  who  referr 
him  to  Mr.  Tebbetts,  one  of  Mr.  Hey  worth's  assistants;  that  he  told  Mr.  Tebbe 
that  he  would  not  sign  the  contract  at  the  jmct*  of  .^190.000  witli  the  pnnifli 
above  referred  to  as  to  the  pa\ment  of  ^(acy  scale  wages,  but  that  Mr.  Tebbe 
urged  him  to  sign,  sa>'ing  that  it  was  recognized  that  the  price  was  too  low  and  tl 
the  contract  would  be  later  revised  along  "with  others  of  similar  character  which ,1» 
been  and  were  being  entered  into.  Mr.  Robertson  states  that  upon  Mr.  Tebbett 
assurances  that  the  contract  would  be  revised,  he  signed  it  and  he  now  presents 
affidavit  made  by  Mr.  Tebbetts  on  Januar>'  0,  1920    *    *    *." 

This  committee  has  examined  the  altidavil  made  by  you  on  January  6,  1920,  whi 
states  that  Mr.  Robertson  asked  you  as  to  the  increased  wages  protection  over  and  aba 
the  rates  he  was  pa)  ing  at  the  time  he  made  his  bid  and  that  you  told  liim  it  was  yc 
understanding  that' this  matter  would  be  handled  in  the  same  manner  as  in  the  ca 
of  the  Ferris  ship  contracts.  The  affidavit  further  stat<^»sthat  this  statement  was  mai 
by  ^'ou  at  the  time  Mr.  Ro})ert«on  made  his  bid. 

This  does  not  agree  with  Mr.  Robertson's  statement  as  set  forth  in  the  above  qu<^ 
tion  of  memorandum  that  he  had  a  conference  with  you  at  the  time  of  signing  the  cc 
tract  approximately  three  months  after  the  bid  was  filed  and  that  he  was  speciticiu' 
told  that  the  price  was  too  low  and  that  the  contract  would  be  revised. 

Did  you,  on  behalf  of  the  Fleet  Corporation  at  the  time  the  contra(!t  was  sign* 
promise  Mr.  Robertson  that  he  would  receive,  either  as  excess  wage  reimbursem^ 
or  in  the  form  of  an  incrreased  contra<*t  price,  the  difference  between  the  rates  whJ 
he  was  then  pa^dng  his  men  at  the  time  the  bid  was  made  and  any  increase  he  « 
required  to  make  as  a  result  of  the  first  Macy  award? 

Did  you,  on  behalf  of  the  Fleet  (V)rporation.  promise  Mr.  Robertson  a  readjustm*^ 
of  his  contract  regarding  the  lump  sum  price  with  a  definite  stipulation  as  to  "> 
adjusted  pric^e? 

Will  you  please  answer  those  questions  as  soon  as  possible  as  a  settlement  of  '^ 
claims  of  the  WTiite  Haven  Shii)Duilding  Co.  is  now  pending  before  the  board  of  tr" 
tees.  As  your  statement  may  be  used  as  evidence  in  settling  these  claims,  will  > 
kindly  make  it  in  affida\dt  form. 

George  L.  Tirrell, 
Chairman  Wage  Reimbursement  Committees 
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iREUi.  Yes;  that  is  the  letter  I  seut. 

LBEST.  Two  separate  efforte  were  made  to  reach  Mr.  Teb^etts — tlio  first  on 
1920,  and  the  second  on  May  3,  1920.    The  letter  1  have  just  read  is  a  copy 
ter  you  cent  Mr.  Tebbetts  at  the  York  River  Shiplniildiiig  Co..  and  he  replied 
tier,  did  he  not? 
iRELL.  Yee,  sir. 

LBBBT.  Wliat  reply,  if  any  did  vou  Kct  from  Mr.  Tebbetti<  to  vour  tele- 
I  letter? 

KRELL.  On  Mav  5  I  received  this  lettf*r  from  Mr.  Tebbetts: 
letter  of  April  22  just  received. 

^d  to  the  contract  of  the  Whito  Haven  Shii)})iiilding  <'o.  woiibi  .-my  tliat 
nibtedly  have  a  copv  of  iho  af^'alavit  made  by  me  on  Jaiiuarj'^  «>,  ]J)2(>. '  This 
^'remembrance  on  the  proi)opition." 

LBBRT.  In  the  affidavit  of  Mr.  Tcbbctta  it  is  staled:  *'I  said  tliat  it  was  my 
iding  that  the  wage  in'reai?e  would  be  liandlcd  in  tlio  same  manner  ju?  the 
\ee  in  the  Ferris  sldp  contracts,  and  that  p:«>tection  would  1)0  j^aven."  Please 
the  record  how  the  Ferris  ship  conlrarts  wen?  handled  and  what  protection, 
»re  given  to  such  contractors. 

iRELL.  In  several  cases  the  Ferris  ship  C(>ntract8  were  amended  from  the 
)nn  to  carry  an  increased  lump  sum  price,  which  increase  in  lump  sum  price 
ided  to  cover,  among  other  things,  all  increases  in  wage  which  had  been 
ipon  contractors  up  to  the  time  the  amended  contracts  were  entered  iuUt. 
LBERT.  Are  the  Ferris  ship  contracts  similar  to  lids  one  in  that  they  were 
to  pay  the  Macy  scale  on  tne  date  mentiened  in  the  contract? 
tRELL.  They  are  substantially  the  same  in  Ferris  ship  contracts  as  in  these 

LBERT.  Was  protection  ui veil  the  Ferris  shipbuilders  in  cases  similar  t^>  this, 

«e  was  no  contractural  obligation  rof»uirin;r  it? 

tRELL.  The  only  protection  '^v.eu  in  the  I'erris  ship  contracts  entered  into 

tint  Macy  award  was  increases  in  wa<:cs  U)  bo  imposed  by  the  corporation 

contract  was  entered  into. 

LBERT.  But  did  the  corporation  reimburse  the  I'erris  shipbuilders  for  the 

I  between  the  firet  Macy  award  and  what  they  had  been  pa^Hn;^'  before  any 

ird  was  established^  or  before  tliey  took  (unernment  contratrta? 

iRELL.  I  know  of  no  cases  where  that  has  boon  done. 

LBERT.  Can  you  state  briefly  wbnt  ^Ir.  Tebbetts  refers  to  in  his  atlidaWt 

the  Ferris  shipbuilders? 

IRELL.  In  my  opinion  Mr.  Tebbetts  had  no  definite  policy  or  plan  in  mind. 

tion  of  whether  or  not  the  lump  sum  j)rice  for  I'crris  hulls  was  too  low  was 

ivassed  very  thoroughlv  by  ollicers  of  the  Fleet  Corporation.     There  had 

definite  conclusion  reafvlied.    1  believe  that  Mr.  Tebbetts  meant  that  if  a 

K)licy  should  be  worked  out  reu^rding  treiiiment  of  the  Ferris  hull  contracrts 

apply  to  barge  contracts  as  well. 

LBERT.  Could  he  liave  referred  to  the  changing  of  the  lump-sum  contracts 

lu8  contracts? 

RHELL.  In  my  opinion  he  could  not  have  rew^rred  to  that. 

UiBBRT.  Do  you  know  ap])roximat.elv  liow  manv  contracts  lor  barges  were 

about  the  same  time  this  contract  wus  given  to  the  \Vhite  Ifaven  ShipbuiMing 

HRELL.  There  were  two  oi.hcr  coniract.s  exa<"tly  similar  to  the  AVhite  Haven. 
!ie  to  the  Crookes  Co.  and  \\w  Coastwise  <  'o. 

kLBERT.  But  all  the  contracts  were  given  at  the  s:une  j>rice  and  the  provisions 
latracts  were  substantiallv  the  siimeV 

[RRRLL.  I  think  the  provisions  oi  thes<'  thn*(»  coniracth  are  exactly  tin?  same. 
if^  this  contract  was  entered  into  bv  the  White  Haven  r-^hipbuilding  Co. 
edby  Mr.  Robertjwn  in  November,  HHS.  the  present  claim  was  not  sugu'e^^ied 
ilftted  by  the  White  Iluven  Co.  until  aj)]>roximately  one  year  later  when  it 
MBe  evident  that  the  White  Haven  Co.  would  not  be  able  to  linish  its  <!ontra(!t 
Jie  Imup-Bimi  price.  Althouich  the  circumstances  Hurroutuiing  the  Cnwikes 
and  the  Coa8twis<^  contract  are  exactly  similar,  neither  the  Crf^,r)kes  nor  the 
leCo.  has  even  suggested  ii  claim  of  this  cliai-acter. 

iLBERT.  Wliat  legal  opinii>n  or  advice  did  \ou  have  vvIhmi  this  wa.-»  <ietermin(  d 
Board? 

IBRBLL.  As  a  memb(>r  of  the  board  we  have  Col.  Tvson.  wlio  is  assigned  as  a 
'of  theconmiittee  with  ])articular  instructi(»ns  (•)  reprenenl  the  general  counsel, 
•  Tyson  advised  the  committee  that,  in  his  o])inion,  there  was  no  Kigid  basis 
claim. 
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The  United  States  Shipping  Board, 

Lexington  Bvilding^  Baltimore,  Md. 

Gentlemen:  This  is  to  ad\ise  that  at  the  time  Mr.  Robertson  of  the  WTiite  Haven 
Shipbuilding  Co.  bid  upon  the  2,500-ton  coal  barge  he  asked  me  as  to  increased  wage 
protection  over  and  above  the  rates  he  was  pa>'ing  at  the  time  he  made  his  bid.  I 
said  that  it  was  my  understanding  that  the  wage  increase  would  be  handled  in  the 
same  maimer  as  the  excess  wage  in  the  Ferris  ship  contracts  and  that  protection  would 
be  given.  The  plans  and  specifications  for  the  2, 500- ton  coal  barge  were  not  complete 
at  that  date.  Tne  price  in  the  contracts  is  lower  than  the  price  recommended  by  the 
manager  of  the  Wood  Ship  Division,  dated  June  1,  1918,  to  Mr.  Howard  Coonley.  vice 
president,  copy  of  which  is  attached  hereto.  This  recommended  price  agreed  with  my 
idea  of  fair  price  for  the  2, 500- ton  coal  barge. 
Ver>'  truly,  yours, 

G.  E.  Tebbetts. 

Subscribed  and  sworn  to  before  me  this  6th  day  of  January,  1920. 

[sEAL.l  J.  Larcom  Ober,  NotoTy  Public. 

My  term  expires  Januar>'  16.  1925. 

June  1,  1918. 
Memo,  to:  Mr.  Howard  Coonley,  vice  president. 
From:  Mr.  James  O.  Hey^orth',  manager  division  wood,  composite,  and  concrete  ship 

construction. 
Subject:  Recommended  allotments  for  200  or  less  2,500,  3,000,  and  3,500  dead-weight 

tonnage  wooden  barges. 

The  plans,  specifications,  and  bill  of  material  for  same  are  now  being  prepared  by 
Mr.  T.  E.  Ferns  at  his  New  York  office. 
Note. — Contractors  listed  in  line  of  preference. 


Name  and  post-office  address. 


Location  of  yard. 


A.  Bentley  Co.,  Toledo,  Ohio 

Bates  &  Rogers  Construction  Co.,  Old  Colony  Building,  Chicago, 
111.,  or  Washington,  D.  C. 

Missouri  yalley  Bridge  Co.,  Leavenworth,  Kans 

F.  W.  Salmen.carp  of  Salmen  Brick  &  Lumber  Co.  (Ltd.),  New- 
Orleans,  La. 

Inland  Waterways  Equipment  &  Dredging  Co.,  Baldwinsville, 
N.  Y. 

Kiernan  &  Kern.  Portland,  Oreg 

Winston  Bros..  Minneapolis 

Tarver  -Shipbuilding  Corporation,  Beaumont,  Tex 

Walsh  Construction  Co.,  Davenport,  La j 

Oceanic  Shipbuilding  Co. ,  Portland .  Oree 

J.T.  Walbridge  KnglnfieringCo..rt  N.  Micnigan  Avenue, Chicago.! 

Liberty  Construction  Co..  Id  Tremont  «treet,  Boston,  Mass I 

Columbia  Rngineering  Works,  I*ortland,  Oreg I 

Kellv-Spear  Co.,  Bath,  Me i 

Cro  vinshioJd  Shipbtiilding  Co.,  Fall  River,  Ma.ss j 

Ne»v  Castle  Building  Co.,  Damariscotti,  Me 

Francis  C^lb,  Rock  I'ort,  Me 

Percv  A-  Small,  Bath.  Me 

Narraganset  Shipbuilding  Co.,  Tiverton,  R.  1 

Maine  Shiptmilaing  Co. ,  South  Freeport,  Me 

S  :iith,T«.'rry  A:  Co. ,  11  Broadway  N.  Y 

White  Haven  Shipbuilding  Co.,  vVhite  Uaven.  Del 

Chance  Marine  ('construction  Co.,  Annapolis,  Md , 

Coastwise  Shipbuilding  Co.,  Baltimore,  Md ' 

American  Shipbuilding  &  Dry  Dock  Co.,  Beaufort,  N.  C 

Georgia  Shipbuilding  Co.,  Savannah,  Qa 

Brunswick  Shipyards  (Inc.),  Brunswick,  Ga ', 

Liberty  Sliipbuflding  Co.,  29  Broadwa>' ; 

Bagdad  Shipbuilding  Co.,  Pensacola,  Fla ■ 

Houston  Shipbuilding  Co.,  Houston,  Tex 

Darian  Shipbuilding  Co.,  Darian.  Ga 

Concrete  Ship  <X'  Barge  Co.,  St.  Marys,  Ga ; 


Jacksinville,  Fla 

St.  Andrews  Bay,  Fla. 


Galveston,  Tex.. 
New  Orleans,  La. 


Baldwins^ille,N.  Y. 


Portland,  Oreg. 


Beaumont,  Tex. 


Portland,  Oreg 

Morgan  City,  La 

(South  Atlantic  coast). 

Portland,  Oreg 

Bath,  Me 

Fall  River,  Mass 

Damariscotti,  Me 

Rock  Port,  Me 

Bath,  Me 

Tiverton,  R.I. 


Number 
ofbarget. 


South  Freeport,  Me 

Bethel,  Del 

White  Uaven,  Del 

.\nnapolis,  Md 

Locu:it    Point,    Baltimore, 
Md. 

Beaufort.  N.  C I 

Savannah,  Ga j 

Brunswick,  Ga ' 

Back  Bay,  BUoxi,  Miss ' 

Pensacola.  Fla i 

Houston,  Tex j 

Darian,  Ga = 

St.  Marys,  Ga ' 


20 

ao 

20 
10 

10 

10 
10 
5 
5 
3 
5 
5 
o 
2 
3 
4 
2 
2 
2 
3 
2 
5 
3 


5 

5 

5 

5 

8 
o 

2 


Total. 


200 
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Relative  to  placing  theae  contracts  I  suggest  the  following  matters  be  dulv  con- 
Bidered: 

Int.  Sufficient  plans  and  specification  and  bill  of  material  be  attached  to  each 
contract  when  executed.  Bill  of  material  should  be  approved  by  this  division  before 
the  contract  is  signed  or  orders  for  lumber  placed. 

2d.  That  either  the  contractors  for  barges  oe  allowed  to  purchase  their  own  timber 
tt  a  price  fixed  by  the  purchasing  officer  at  Washington,  and  with  such  mills  as  the 
himber  administrator  of  the  Emergency  Fleet  Corporation  shall  approve,  or  the 
order  for  the  material  having  been  placed  by  the  lumber  administration,  that  the 
contractor  be  given  the  name  of  the  mill  in  order  that  he  can  keep  in  touch  with 
and  foUow  up  same. 

In  the  order  of  preference  these  contractors  have  been  selected  for  their  ability  and 
experience  in  doing  rush  work. 

The  contractor  to  furnish  building  site  free.  To  be  paid  a  reasonable  rental  on 
ordinary  contractors*  equipment  furnished  by  him.  All  other  expenses  to  be  paid 
by  the 'Emergency  Fleet  Corporation — ^fixing  two  items — overheaa  and  a  profit  not 
to  exceed  $15,000  per  barge.  Time  being  the  essence  of  the  contract,  four  or  five 
weekd  can  be  ^ned  by  letting  the  contracts  on  a  cost  plus  a  fixed  fee  recommended 
abovie.  This  is  due  to  the  fact  that  the  contractors  can  start  at  once  on  site,  build- 
ings, and  machinery,  not  having  to  wait  for  completion  of  plan?,  figuring  of  bids,  and 
awardinjz  of  contracts.  If  barges  are  to  be  let  on  a  fixed  sum,  $85  per  ton  is  about 
ri^t.     The  time  of  completion  to  be  three  months  from  laying  of  the  keel. 

As  in  previous  memoranda,  this  division  does  not  think  it  wise  to  put  a  bonus  or 
penalty  clause  in  the  contract.  The  Emergency  Fleet  (corporation  as  a  rule  have 
undertaken  to  furnish  so  much  material  and  invariably  have  l>een  behind,  that  the 
contractor  holds  us  for  the  delay,  and  immediately  begins  to  set  up  delays  and  costs. 
A  clear-cut  issue  will  save  us  much  auditing  and  many  conferences.  To  date  I  can 
not  see  how  any  bonus  or  penalty  clause  can  work  in  any  wood  shij)  contract  that  we 
have  had. 

Methods  of  handling  lumber  for  the  new  wo<xi  ship  and  barge  program  are  to  be 
discussed  with  Mr.  Piez  on  Friday  of  this  week.  Unless  the  Emergency  Fleet  C/or- 
poration  lets  its  lumber  orders  in  a  different  manner  than  heretofore,  we  wDl  have 
another  mix  up  and  delayed  program,  f-ertain  clauses  in  the  contract  should  refer 
to  this  subject,  which  should  be  made  definite. 

Manager  Division  Wood,  Composite^  Concrete,  Ship  Construction, 

U.MTED  States  Shipping  Board, 

Washington,  June  21,  1920. 
From:  J.  A.  Tvson,  assistant  counsel. 
To:  Col.  Guy  D.  Goff,  general  counsel. 

Subject:  Claim  of  White  Haven  Shipbuilding  Co.  for  excess  wages  paid  by  reason  of 
the  first  Macy  award. 

1.  Paramph  11  of  Article  II  of  the  contract  with  the  WTiito  Haven  Shipbuilding  Co., 
of  date  of  July  30  1918,  reads,  in  part,  as  follows:  *  (a)  It  ia  agreed  that  the  wages  paid 
ahall  be  thoee  fixed  by  the  Shipbuilding  Wage  Adjustment  Board  for  the  Atlantic  coast 
district  and  effective  as  of  the  date  of  this  contract." 

2.  At  the  time  of  the  execution  of  this  contract  the  first  Macy  Board  award  was  in 
effect,  and  as  a  consequence  the  increase  in  the  cost  of  labor  occasioned  therebv  was, 
under  the  above  quoted  pro\Tsion,  expressly  undertaken  to  be  borne  by  the  \Vhite 
Haven  Go. 

But  it  ia  urged  by  the  WTiite  Haven  (.'o.  that  this  provision  of  its  written  contract  is 
not  operative  because  of  an  oral  ]>romise,  remark,  or  undertaking  made  by  Mr.  George 
E.  Tebbetts.  an  employee  of  the  Meet  Corporation,  to  Mr.  H.  W.  Robertson,  general 
manager  and  50  per  cent  owner  of  the  White  Haven  Co.,  which  promise  or  undertaking 
was  made  at  a  time  prior  to  or  contemporaneous  with  the  execution  of  the  >\rittcn 
contract  containing  the  provision  quoted  above. 

This  promise  is  allegecl  to  have  Ijeen  made  in  a  conversation  between  Mr.  Tebbetts 
and  Mr.  Robertson,  in  which  conversation,  as  stated  by  Mr.  Robertson,  he  called  tJio 
attention  of  Mr.  Tebbetts  to  the  above  ])rovi8ion  of  the  contract,  protested  against  same, 
and  expressed  his  unwillingness  to  sii^'n  same  for  and  on  behalf  of  tlie  White  Haven 
Shipbuilding  Co.,  his  reason  for  such  objection  being  that  the  effect  of  this  provision 
would  be  to  cause  the  WTiite  Haven  Co.  to  pay  a  scale  of  wa^es  much  higher  than  the 
scale  it  was  then  paying  and  also  much  higher  than  the  scale  upon  which  its  bid  or 
estimate  for  the  construction  of  the  ships  had  been  based .  Mr.  Robertson  stated  further 
that»  as  a  result  of  his  protest,  Mr.  Tebbetts  replied  ''go  ahead  and  sign  the  contract  as 
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we  had  signed  the  order,  and  that  the  wage  increase  would  be  taken  care  of,  as  they 
were  being  taken  care  of  on  the  Ferris  type  ships.  lie  also  stated  that  contracts  had 
been  let  for  too  low  a  price  and  all  the  board's  contracts  would  be  adjusted.  And  oa 
the  strength  of  that  assurance  wo  signed  the  contract."  Reduced  to  its  last  anal}^ 
the  contention  of  the  White  Haven  Co.  is  that  this  promise  of  Mr.  Tebbetts  effectuated 
a  change  in  the  Quoted  provision  of  the  contract  whereby  the  duty  of  pa-ying  the  excea 
wages  occasionea  by  the  first  Macy  award  was  shifted  from  the  shoulders  of  the  con- 
tractor to  the  Emergency  Fleet  Corporation. 

3.  Assuming  that  Mr.  Kohertson's  version  of  his  conversation  with  Mr.  Tebbetts  A^'aa. 
in  every  respect  and  detail,  a  correct  one,  and  assuming  further  that  Mr.  Tebbetts  had 
full  authority  to  bind  the  corporation  by  this  character  of  contract,  which  is  adopting 
a  view  most  favorable  to  the  interest  of  the  Wliite  Haven  Shipbuildiijg  Co.,  the  ques- 
tion presented  is  what  was  the  legal  eiTect  of  this  promise  or  undertaking.  Was  such 
promise  or  undertaking  binding,  either  in  law  or  equity,  upon  the  corporation? 

It  is  olivious  at  the  outset  that  there  is  no  legal  o])ligation,  as  distinguished  from  an 
equitable  obligation,  imposed  ])y  such  promise  on  the  Fleet  (,'orporation,  since  such 
l^^l  ol)ligation  is  precluded  by  the  universal  nile  that  all  negotiations,  promises,  and 
agreements  made  prior  to,  or  contemporaneous  with,  the  execution  of  a  written  instru- 
ment; and  no  evidence  of  such  prior  or  contemporaneous  negotiations,  promises,  ot 
agreements  will  be  admitted  in  evidence  in  a  coiu"t  of  law  to  change,  vary,  or  contradict 
the  terms  of  such  written  instrument. 

So  the  onh'  possible  theory  upon  which  the  White  Haven  Shiplniilding  Co.  could 
urge  this  claim,  imder  the  facts  as  they  exist,  is  the  equitable  one  that  such  written 
contract  should  be  reformed  either  on  the  ground  {a)  that  there  was  a  mutual  mistake 
of  the  parties,  or  (h)  that  the  promise  made  by  Tebbetts  constituted  a  fraud  upon  the 
White  Haven  Co. 

It  is  too  clear  to  admit  of  argument  that  the  facts  of  this  case  fail  to  show  that  there 
was  anv  mutual  mistake  made  in  executing  the  contract,  since  Mr.  Robertson  himself 
stated  that  at  the  time  of  this  conversation,  and  prior  to  the  signing  of  the  contract,  by 
him,  he  was  perfectly  aware  of  the  meaning  and  effect  of  that  provision  of  the  contract 
above  quoted. 

it  therefore  follows  that  the  sole  inquiry  in  this  case  is,  Did  the  promise  of  Mr. 
Tebl)etts  constitute  such  a  fraud  on  the  \\Tiite  TIaven  Shipbuilding  Co.  as  would  jui^tify 
the  reformation  of  its  contract  to  the  extent  that  the  cost  of  the  excess  wag<.^3  paid 
under  the  first  Macv  award  should  be  borne  by  the  Fleet  Corporation,  rather  than  by 
the  White  Haven  Shipbuilding  Co.? 

5.  ''Where  there  is  no  fraud  or  mistake  in  the  preparation  of  an  instrument  and  it 
appears  that  the  parties  signing  understand  its  language  and  import,  it  can  not  be  re- 
formed on  the  faith  of  a  contemporaneous  oral  promise,  which  was  not  kept. ' '  (34  Cyc. , 
922.)  ''A  mistake  in  judgment  in  that  one  party  relied  upon  the  honor  o>  contempo- 
raneous oral  promise  of  the  other,  instead  of  reducing  the  same  to  ^vriting,  affords  nc 
relief,  both  parties  knowing  of  the  omission.''     ('34  Cyc,  947.) 

The  foregoing  text  of  the  Cyclopedia  announces  a  well-established  rule  of  equity 
and  is  fully  su9tained  by  the  authorities  cited.  Among  the  many  authorities  so  cited 
quotation  is  hereunder  made  from  several  because  they  are  so  clearly  and  particularly 
applicable  to  the  facts  in  this  case. 

Brann  r.  Wisconsin  Co.  (92  Wis.,  245,  189(>)  was  a  case  in  which  was  considered  a 
contract  which  provided  that  one  party  leased  from  another  party  certain  property 
for  a  period  of  three  months,  at  the  rental  price  of  $500,  and  prox-ided  further  that  thi 
lessee  had  ''the  right  at  any  time  before  returning  said  property  to  buy  tlie  entire 
outfit  at  a  price  not  to  exceed  the  sum  of  $900. "  Suit  was  brought  to  reform  this  con- 
tract so  as  to  have  same  pro\ade  that  any  amounts  paid  as  rental  should  apply  as  a 
credit  on  the  purchase  price  of  $900,  in  the  event  the  lessee  decided  to  exercise  his 
option  to  purchase  the  property.  The  facta  are  indicated  in  the  follo'wing  excerpt 
from  the  opinion  of  the  court:  *'This  court  has  repeatedly  held  that  written  contracts 
can  not  be  reformed  except  upon  the  most  positive  and  satisfactory-  evidence  allowing 
fraud  or  mistake  in  committing  the  agreement  to  writing:  that  is,  the  mistake  of  one 
party  and  fraud  of  the  other,  or  mutual  mistake.  The  proof  must  be  plain,  convincing, 
and  beyond  reasonal>le  controversy  that  by  fniud  or  iui«?take  the  true  contract  Mas  not 
expressed  in  writing:  that  is,  as  applied  to  this  ca-*e,  a  mistake  in  omitting  something 
which  the  parties  intended  to  have  in>^erted,  or  something  which  was  in  fact  a  part  oi 
the  agreement,  and  which  it  w^as  suppo-^ed  wa«?  contained  in  the  writing  when  it  waf 
signed  and  delivered,  or  a  mistake  of  judgment  in  that  one  party  relied  upon  the 
contemporaneous  parole  agreement  of  the  other,  instead  of  in«flisting  upon  its  l>ein8 
reduced  to  \^riting.  The  latter  appeal's  to  be  the  mistake  in  this  case  if  there  was  ia 
mistake. 
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Both  parties  knew  that  the  words  were  omitted.  Gi\'inj?  the  most  favorable  effect 
^Ift defendants'  evidence,  consent  was  given  to  the  omission  upon  the  promise  that  such 
visnon  should  make  no  difference.  For  this  kind  of  mistake  the  law  affords  no 
[Wnedy.  It  was  a  mere  simultaneous  parol  a^eement  which  can  not  be  restored  to-, 
[Id  vary  or  control  the  written  contract.  It  follows  that  the  court  rightly  refused  to 
nnt  the  relief  prayed  for  asking  the  re-formation  of  the  contract.*'  (Braunn  v.  Wis. 
1^,92  Wis.,  245.) 
In  Smith  v.  Rust  (112,  111  App.,  85,  1904),  the  facts  as  considered  by  the  coiut 
tve.  briefly  stated,  ''that  Smith  agreed  to  rent  to  Rust  one-half  of  certain  premises 
[lor  the  rental  price  of  $600,  and  the  other  half  of  the  premises  to  Betterman  for  the  same 
pnce;  that  when  the  lease  was  pr&<^ented  to  Rust  for  signature  he  saw  that  it  was  a 
loint  lease,  by  the  terms  of  which  each  tenant  became  bound  for  the  whole  rent  of 
[11200.  and  thereupon  he  called  the  attention  of  Smith  to  this  mistake  in  the  drawing 
if  the  lease;  that  Smith  replied  the  agent  had  made  a  mistake  in  form,  but  that  if 
Rust  and  Betterman  would  sign  as  it  was,  he.  Smith,  would  hold  each  of  them  for  one- 
blf  of  the  rent  only,  and  that  relyins:  upon  this  promise  Rust  signed  the  lease."  It 
m  sought  to  hold  Rust  liable  for  the  payment  of  the  entire  rent  of  $1 ,200  and  Rust 
ndeavored  to  have  the  contract  re-formed  in  conformity  with  his  oral  agreement  with 
flbuth  so  that  his.  Rust's,  liability  would  be  limited  to  the  payment  of  the  $600.  The 
eonrt  said  "  Here  is  neither  fraud,  accident,  nor  mistake,  at  least  one  of  which  must  be 
detriy  shown  to  exist  before  a  court  ^dll  re-form  a  writing.  Rust,  before  he  executed 
Ibe  lease,  knew  its  form  and  the  legal  effect  of  that  form.  Yet  knowing  this  he  volun- 
tyilv  entered  into  the  obligation,  trusting  to  the  promise  of  .Smith  that  he.  Rust, 
dKmld  not  be  held  for  more  than  one-half  of  the  rent."  The  court  then  announced 
flie  rule  to  be  applied  as  follows:  "Where  there  is  no  fraud  or  mistake  in  the  prepara- 
ticm  of  the  instrument,  and  it  appears  that  the  parties  signing  understood  its  language 
and  purport,  it  can  not  be  re-formed  on  the  ground  that  he  signed  upon  the  faith  of  the 
antemporaneous  oral  promise  which  wai<  not  kept,  nor  may  said  promise  be  received 
in  evidence.  In  equity  as  at  law,  the  written  contract  merges  all  prior  and  contem- 
ponneous  negotiations  and  promises,  made  by  word  of  mouth,  in  reference  to  the  sub- 
ject of  the  instrument.  The  presumption  is  conclusive  that  the  whole  agreement  is 
embraced  in  the  writing,  and  while  in  equity  a  written  contract  may  be  re-fofmed  for 
fttud  or  mistake,  it  may  not  be  re-formed  on  the  ground  that  such  promise  was  made. 
It  was  not  contemplated  or  intended  by  either  party  that  the  oral  promise  should  be 
inserted  in  the  written  contract.  Defendant  perhaps  relied  upon  tnat  ground.  If  so 
hbduty  was  to  reduce  oral  undertaking  or  promise  to  writing."  (Smith  r.  Rust,  112, 
HI  App.,  85.) 

"Wnere  a  petition  for  the  re-formation  of  a  written  contract  alleged  that  plaintiff 
knew,  at  the  time  the  contract  was  executed,  that  one  of  the  elements  of  the  agree- 
ment was  omitted  therefrom,  and  refiue.'ited  that  it  be  inserted  and  defendant -refused 
to  do  so  but  orally  agreed  that  the  same  should  be  as  binding  upon  him  as  if  inserted 
in  the  written  contract,  held  that  the  petition  containing  these  allegations  was  de- 
munable  on  the  ground  that  the  facts  stated  did  not  entitle  the  plaintiilf  to  the  relief 
demanded."    (Benthal  v.  Briggs,  87  Iowa,  539,  1893.) 

Pickerell  r.  (  astleman  was  a  Kentucky  case  in  which  re- formation  of  a  written  con- 
tmct  was  sought  in  order  to  include  therein  a  contemporaneous  oral  agreement  which 
was  omitted  therefrom.    The  court  said .  in  declining  to  grant  the  re- formation  prayed : 
**It  will  be  noticed  first  that  plaintiff  pleads  fraud  or  mistake,  in  the  alternative,  yet 
it  allies  that  it  knew  of  the  omLssion  at  the  time  the  contract  was  executed  and  not- 
withsULnding  this  knowledge  executed  and  delivered  the  contract.     It  is  therefore 
^yparent  that  plaintiff  did  not  state  a  cause  of  action  for  re-formation  of  the  contract 
en  account  of  the  omission  of  the  part  of  the  real  contract  by  the  mutual  mLstake  of 
the  parties.    The  omission  was  recognized,   dLscussed,   and  consented  to;  so  there 
vas  no  mistake  of  facts  involved.     So  we  need  only  examine  plaintiff's  pleadings  to 
•Be  if  facto  were  alleged  which  c!onstitute  fraud.     It  will  be  noticed  that  plaintiff 
alleges  only  that  defendant  made  statements  and  assurances  by  which  it  was  induced 
to  consent  to  the  omission,  to  the  effect  that  it  was  not  necessary  to  incorporate  the 
omitted  parts  in  the  writing;  and  that  the  omitted  part  of  the  contract  would  be  ob- 
served and  carried  out  just  the  same  as  if  included  in  the  writing.    In  what  way,  then, 
were  these  statements  and  as.surances  fraudulent?    The  only  allegation  of  misrepre- 
iBntation  is  that  defendant,  knowing  it  was  untrue,  told  plaintiff  that  it  was  not  neces- 
■uy  to  reduce  a  part  of  the  contract  to  writing,  and  assured  him  that  the  omitted 
terms  would  be  observed.    The  allegations  then,  upon  which  plaintiff  attempts  to 
liavearight  of  re-formation  are  simply  a  promi.««e  to  perform  the  omitted  obligations. 
rhis  does  not  constitute  fraud.     It  would  therefore  seem  clear  that  plaintiff's  peti- 
ion  fiuled  to  state  facts  c*onstituting  fraud  or  mistake  and  that  the  demurrer  was  prop- 
irly  BUfltained."    (Pickerell  v.  ('astleman,  191  S.  W.,  080  Ky.,  1917.) 
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The  foregoing  are  just  a  few  of  the  numerous  authorities  holding  to  the  same  effect^ 
and  are  quoted  because  the  expositions  of  the  principle  announced  therein  are  so  ' 
clear  and  unequivocal  and  of  such  ob\dou8ly  direct  application  to  the  facts  of  the 
case  as  render  further  citation  of  authorities  superfluous. 

Tlie  rule  announced  is  a  general  and  well-established  one  and  is  controlling  in  this 
case.  It  is  therefore  my  opinion  that  this  claim  of  the  White  Haven  Co.  against 
the  Fleet  Corporation  can  not  be  sustained  upon  any  principle  of  law  and  equity  and 
that  consequently  it  should  be  disallowed. 

J.  A.  Tysox, 
Assistant  Coun^l. 

Mr.  Steele.  And  now,  also,  who  was  the  representative  of  the  Gov- 
ernment who  made  these  declarations  to  him,  or  is  supposed  to  have 
made  them  ? 

Mr.  Talbert.  It  was  Mr.  Tebbetts,  assistant  to  Mr.  Hayworth, 
who  was  manager  of  the  wood  ship  construction. 

Mr.  Steele.  What  was  the  extent  of  his  powers;  did  he  have  the 
power  to  change  the  terms  of  the  contract  ? 

Mr.  Talbert.  No,  sir;  even  Mr.  Hajnvorth  himself  could  not  have 
made  a  contract.  The  only  contract  that  could  have  been  lawfully 
entered  into  would  have  been  by  Mr.  Piez. 

Mr.  CoNNALLY.  The  contract,  as  I  understand  it,  however,  had 
not  been  signed  at  that  time. 

Mr.  Talbert.  No. 

Mr.  CoNNALLY.  The  contract  at  the  time  these  statements  are 
alleged  to  have  been  made  had  not  been  completed  by  Mr.  Robertson  ? 

Mr.  Talbert.  No. 

Mr.  Cox  \ ALLY.  Was  it  or  not  urged  by  the  counsel  for  Robertson 
that  that  was  the  procuring  inducement  for  him  to  execute  the  con- 
tract ? 

Mr.  Talbert.  That  was  their  position. 

Mr.  CoNNALLY.  That  was  a  waiver  in  the  way  of  that  clause. 

Mr.  Steele.  And  a  fraud  upon  him  to  make  the  contract  under 
those  circumstances  ? 

Mr.  CoNNALLY.  Yes. 

Mr.  Talbert.  We  took  the  position  that  anything  orally  made  prior 
to  the  execution  of  the  contract  or  contemporaneous  witn  the  execu- 
tion of  the  contract  was  supposed  to  be  merged  into  the  written  docu- 
ment itself;  and  then,  as  further  reasons,  this  was  one  of  8  or  10  large 
contracts  let  at  the  same  time,  at  the  same  prices,  with  the  same 
clauses. 

Mr.  CoNNALLY.  Where  was  this  plant  located  ? 

Mr.  Talbert.  It  is  White  Haven,  Md.,  is  it  not? 

Mr.  Steele.  On  the  Chesapeake. 

Mr.  Talbert.  It  is  on  the  East  Coast. 

Mr.  Steele.  Along  the  Chesapeake. 

The  Chairman.  Who  handlea  that  matter,  which  member  of  the 
board  handled  that  ? 

Mr.  Talbert.  Of  the  claims  board  ? 

The  Chairman.  No;  of  the  Shipping  Board  or  Fleet  Corporation. 

Mr.  Talbert.  Mr.  Gillen;  you  say  '*  handled  it.''  He  seems 
to  be  the  man  who  was  familiar  with  it,  and  he  was  before  our  board 
one  time  with  Mr.  Robertson,  the  president  of  White  Haven,  and  dis- 
cussed the  case  with  our  board. 

The  Chairman.  Who  was  the  lawyer  who  prepared  the  brief  for 
you  on  the  law — looked  up  the  law  ? 
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Mr.  Talbert.  Col.  J.  A.  Tyson. 

The  Chairman.  You  folks  keep  a  docket  of  your  claims  ? 

Mr.  TAL.BERT.  Yes,  sir. 

The  Chairman.  After  settlement  is  made  by  somebody  else  irre- 
stive  of  your  recommendations,  do  you  get  a  report  of  it;  do  you 
iplete  the  docket  by  finding  out  what  was  done  ? 

Mr.  Talbert.  It  is  the  practice  of  the  Secretary  of  the  Board  of 
istees  to  send  us  a  copy  of  the  resolution  affecting  any  claim,  and 
record  that  resolution  then  with  our  resolutions. 

The  Chairman.  Did  you  get  a  resolution  in  this  case? 

Mr.  Talbert.  I  could  not  answer  positively,  because  we  get  so 
ly  of  those  resolutions — I  do  not  know. 

The  Chairman.  You  only  get  the  resolutions,  however,  in  cases  in 

lich  you  take  some  action  in  the  beginning,  do  you  not  ? 

Mr.  Tal6ert.  Well,  I  am  quite  sure  we  get  resolutions  that  may 

Tect  any  claim.     Sometimes  we  get  a  resolution  that  really  does 

>t  affect  any  of  the  claims  we  are  handling  in  any  way. 

The  Chairman.  I  mean,  suppose  you  are  not  handling  the  claim, 
Ido  they  send  you  a  resolution  that  certain  claims  have  been  settled 
[upon  the  following  terms  or  will  be  settled  ? 

Mr.  Talbert.  I  think  we  have  always  received  those  resolutions. 
jOf  course,  they  come  through  the  secretary's  office  and  through  the 
(secretary  of  our  board. 

The  Chairman.  Was  Mr.  Laggren  connected  with  your  board? 

Mr.  Talbert.  Yes,  sir;  he  was  secretary  of  the  board  for  several 
months. 

The  Chairman.  Do  you  handle  the  Bethlehem  Shipbuilding 
'  Corporation  settlements  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Did  vou  make  a  recommendation? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Was  the  settlement  made? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Is  it  still  pending? 

Mr.  Talbert.  Yes,  sir:  it  is  still  pending. 

The  Chairman.  Before  your  board '? 

Mr.  Talbert.  I  think  it  is  before  the  board  or  before  me,  as 
assistant  general  counsel,  I  do  not  know  which — the  resolution  just 
came  down  Monday  afternoon  late. 

TTie  Chairman.  This  week  ? 

Mr.  Talbert.  This  week;  they  did  not  send  a  formal  resolution 
down.  The  secretary  of  the  board  of  trustees  came  down  and  handed 
me  the  papers,  and  said  the  board  had  *' referred  this  back  to  you." 
I  did  not  know  whether  he  meant  as  the  board  or  as  assistant  general 
counsel,  and  he  said,  '^You  will  see  Mr.  Rowell'^ — who  is  one  of  the 
commissioners;  and  I  have  not  had  time  to  take  it  up. 

Tlie  Chairman.  Does  that  involve  an  audit  of  some  of  the  books  of 
the  Bethlehem  concern — this  settlement? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  You  have  not  had  time  to  go  through  that  audit  ? 

Mr.  Talbert.  Some  of  the  settlement  is  based  on  an  audit;  that 
is,  it  is  subject  to  an  audit,  I  should  say. 

The  Chairman.  Has  there  not  been  an  audit  made  at  some  of 
the  Bethlehem  plants? 
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Mr.  Talbert.  I  have  understood,  generally,  that  there  is  quite  ail| 
jaxtensive  audit  being  made  of  Bethlehem  Steel. 

The  Chairman.  By  Perley-Morse  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Have  you  seen  that  audit  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Is  not  the  Shipping  Board  paying  for  that  audit  I 

^Ir,  Talbert.  I  understaad  they  are. 

The  Chairman.  Will  you  be  able  to  make  recommendations  unt3 
you  see  the  results  of  the  audit? 

Mr.  Talbert.  Our  recommendation  is  based  entirely  on  Adam- 
son's  report.  The  audit  that  is  being  made,  as  I  imderstand  it,  by 
Mr.  Morse,  is  to  determine  the  proper  costs  on  the  ships  that  have 
been  built  and  delivered  and  is  separate  and  apart  from  the  settle- 
ment that  we  made.  The  settlement  that  we  are  recommending  is 
a  settlement  in  connection  with  the  plant  at  three  places. 

The  Chairman.  Did  it  not  involve  ship  construction  ? 

Mr.  Talbert.  No,  sir — qne  feature  of  it  does. 

The  Chairman.  What  feature  ? 

Mr.  Talbert.  It  involves  certain  correction  work. 

The  Chairman.  This  will  not  be  a  final  settlement,  this  matter 
that  is  pending  ? 

Mr.  Talbert.  It  will  be  a  final  settlement  as  far  as  the  plants  are 
concerned. 

The  Chairman.  Does  that  involve  the  Liberty  plant  ? 

Mr.  Talbert.  Yes,  sir;  that  involves  the  plant  at  Alameda, 
Calif.;  I  think  that  is  the  one  called  the  ''Liberty  plant". 

The  Chairman.  On  the  Liberty  site  ? 

Mr.  Talbert.  And  the  Sparrows  Point,  Md.,  and  the  one  at 
Wilmington,  Del. 

Tno  (.'h airman.  Those  are  new  plants? 

Mr.  Talbert.  Yes,  sir;  built  and  paid  for  by  the  Fleet  Corpora- 
tion. 

The  Chairman.  Tiiey  did  not  build  a  plant  at  Alameda? 

Mr.  Talbert.  This  Liberty  plant ;  is  not  that  Alameda  ? 

The  Chairman.  They  have  built  a  plant  there? 

Mr.  Talbert.  That  is,  we  started  to  build  one. 

Tiie  Chairman.  You  did  not,  did  you  ? 

Mr.  Talbert.  It  was  not  completed. 

The  Chairman.  In  fact,  you  did  not  very  much  more  than  just 
build  the  site  at  Alameda — got  one  building  up  there  ? 

Mr.  Talbert.  I  have  never  been  there;  I  nave  only  seen  what  is 
purported  to  be  the  cost  of  it.  But  I  just  have  the  impression  there 
was  a  good  deal  of  money  spent  on  that  site,  and  on  that  plant. 

The  Chairman.  Have  you  seen  any  report  indicating  that  they 
built  any  ways  there  ? 

Mr.  Talbert.  I  do  not  recall  that — the  details  of  this  settlement 
were  handled  by  Mr.  Tirrolle,  a  member  of  our  board,  who  has  gone 
into  all  these  things  and  has  been  in  almost  daily  communication 
with  Mr.  Adamson. 

Tiie  Chairman.  This  matter  then,  Mr.  Talbert,  does  not  involve 
settlement  with  the  Bethlehem  Company  for  construction  work  at  the 
Union  Works  or  at  Fore  River  or  their  other  plants  ? 

Mr.  Talbert.  No,  sir. 
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Tbie  Chairman.  It  is  just  a  settlement  of  these  three  new  phmts 

Jch  were  built  hj  the  Fleet  Corporation  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Do  you  know  how  many  ships  were  built   at 

narrows  Point  ? 

Mr.  Talbert.  No,  sir. 

Tne  Chariman.  Or  at  Wilmington  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  Did  the  Hog  Island  settlement  come  before  your 

? 
Mr.  Talbert.  No,  sir. 
The  Chairman.  Did  the  Terry  shipbuilding  claim  come  before  vour 

•d? 
Mr.  Talbert.  In  a  way,  it  did. 
The  Chairman.  In  the  usual  way  that  other  claims  came  before 

Mr.   Talbert.  No,  sir. 

The  Chairman.  Did  you  make  any  recommendations  in  that 
case? 

Mr.  Talbert.  I  think — we  made  a  recommendation  that  the  set- 
tlement be  reopened  and  the  contract  changed,  and  that  was  done. 

The  Chairman.  And  the  agreement  for  settlement  changed? 

Mr.  Talbert.  Yes,  sir. 

The  CiiAiRBiAN.  But  you  did  not  make  anv  initial  rcconinicndation 
in  that  case  ? 

Mr.  TalSert.  I  think  I  personally  made  a  report  to  Judge  Payne 
while  he  was  negotiating  the  case. 

The  Chairman.  But  the  board  did  not  take  any  ar*tion  on  it. 

Mr.  Talbert.  No,  sir. 

The  CiLURMAN.  IIow  about  the  American  Shi[)builcling  Co.  i 

Mr.  Talbert.  That  was  never  before  me-  vou  mean  the  American, 
of  Cleveland  ? 

The  Chairman.  Yes,  sir. 

Mr.  Talbert.  That  was  never  before  the  claims  board  at  all. 

The  Chairman'.  \Mio  liandled  that  matter,  as  you  understand  it? 

Mr.  TAf-BEUT.  Mr.  Gillen. 

The  Chairman'.  Executive  assistant  to  Judge  Payne  ^ 

^fr.  Talbert.  Yes.  sir. 

nie  Chairman.  While  Judge  Payne  was  cliairman  of  the  board  ? 

Mr.  Talbert.  Yes.  sir. 

The  CiiAiUMAX.  Of  the  Shipping  Board  and  chairman  of  the 
trustees  of  the  Fleet  Corporation  ^ 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  How  about  the  Downey  matter? 

Mr.  Talbert.  Down(\v  was  handled  in  the  regular  routine  manner 
all  the  way  through. 

The  Chairman.  Has  that  been  settled  ( 

Mr.  Talbert.  An  award  lia^  been  made. 

The  CiiATRMAV.  Did  you  know,  were  the  Shipping  Board  or  the 
Fleet  Corporation  parties  to  any  receivership  proceed ii^gs  which  the 
press  reports  have  rec(»ntly  contained  taken  in  the  Downey  corpora- 
tion matter? 

Mr.  Talbert.  I  do  not  know  that  we  are  parties  to  it  or  that  we 
have  taken' action  to  put  them  in  the  hands  of  receivers;  in  fact,  I 
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think  it  must  have  l)eon  other  creditors.     I  am  quite  sure  the  Fl 
has  not  asked  that. 

The  Chairman.  Do  you  rememher  how  much  you  recomnien< 
should  he  paid  to  the  Downev  concern  ? 

Mr.  Talbeut.  ^15,174,000. 

The  Chairman.  Is  that  incorporated  in  a  resohition  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairm.\n.  How  much  do  they  claim  'i 

Mr.  Talbert.  I  think  it  is  approximately  ^21,000,000. 

The  Chairman.  What  items  were  eliminated  hy  the  claims  bo 
to  bring  about  the  reduction  ? 

Mr.  Talbert.  They  had.  a  claim  for  excess  tonnage,  amount 
to  approximately  $1,000;000,  which  was  disallowed  by  the  rlai 
board. 

The  Chairman.  Wliat  was  it  based  on  ? 

Mr.  Talbert.  The  contract  provided  that  the  contractor  must 
paid  $115  per  dead-weight  ton,  and  that  the  estimated  tonnage 
the  purpose  of  making  progress  payments  and  advances  was  to 
7,500  tons,  but  that  after  the  ships  were  built — after  each  ship  \ 
built— it  was  to  be  officially  measured  and  the  actual  dead-wei« 
tonnage  determined,  and  that  the  $115  per  ton  should  be  appl 
against  the  actual  tonnage.  The  contract  also  provided  that  sh 
should  be  built  on  the  plans  and  specifications  approved  by  the  Amc 
can  Bureau  of  Shipping  and  by  Theodore  E.  Ferris,  the  fleet's  na^ 
architect. 

The  contractor  submitted  a  tentative  plan  and  specification  to  J 
Ferris  before  the  contract  was  executed,  and  Mr.  Ferris  tentativi 
approved  those  plans.  In  those  plans  it  was  stated  that  the  dec 
load  draft  should  be  about  24  feet  7  inches;  that  is,  it  would  dr 
that  much  water  up  to  the  load  line.  After  the  contract  was  e: 
cuted,  and  when  Mr.  Ferris  got  to  going  into  more  detail  into  t 
plans  and  had  taken  up  the  question  with  the  American  Bureau 
Shipping,  he  found  that  the  ship  would  not  stand  that  much  lo 
line,  and  he  wrote  a  letter  to  the  Downey  people,  to  their  vice  pre 
dent  and  general  manager,  and  who  was  also  their  naval  arcmte 
and  told  him  that  he  could  not  approve  this  load  line,  only  for 
feet  8,  and  that  the  classification  would  have  to  be  made  with  t 
American  Bureau  of  Shipping,  and  the  dead-weight  tonnage  del 
mined  according  to  the  rules  of  the  British  Board  of  Trade — of  t 
free  board  rules  of  the  British  Board  of  Trade. 

Mr.  Downey,  vice  president  for  the  Downey  Shipbuilding  C 
answered  that  and  a^eed  to  the  tonnage  and  stated  that  he  h 
made  the  changes  in  his  specifications  to  about  23  feet  8. 

And  then  when  the  ships  were  built  and  submitted  for  measuremei 
they  used  the  load  line  at  23  feet  8  instead  of  24  feet  7,  and  he  ma 
ouite  a  difference  in  the  tonnage,  and  at  the  price  it  made  aboui 
difference  of  $1,000,000  in  the  ships. 

Mr.  Downey  has  claimed  all  along  that  he  is  entitled — I  should  r 
say  *'all  along'' — he  has  contended  this  last  June  that  he  shoi 
be  paid  on  the  basis  of  these  ships  drawing  24  feet  7  of  water,  a 
we  nave  held  that  he  shall  only  be  paid  on  the  23  feet  8,  or  on  1 
line  which  was  actually  established  according  to  the  rules  of  t 
British  Board  of  Trade,  and  when  that  was  definitelv  determir 
it  was  fixed  at  23  feet  7i,  I  think. 
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But  Mr.  Downey  never  made  this  claim  on  the  24  feet  7  until  about 
die  last  day  of  the  hearing  before  the  district  adjuster,  which  we 
considered  went  very  strongly  to  the  fact  that  he  had  agreed  and 
they  all  agreed  and  they  knew  that  these  ships  which  measured  in 
the  regular  way  according  to  the  British  free  board  rules. 
.  The  Chaibman.  The  cost  of  the  ships  under  that  contract  was 
rather  high,  was  it  ?  - 

Mr.  Taxbert.  No;  I  would  say  lower  than  the  average. 
The  Chaibman.  Do  you  look  into  the  financial  rating  of  concerns 
in  taking  up  matters  of  settlement  i 
Mr.  Talbert.  We  do  at  times;  yes,  sir. 
The  Chaibman.  What  is  your  ofcject  in  that  < 
Mr.  Talbebt.  Well,  if  we  are  making  a  settlement  by  which  the 
contractor  will  go  on  Fleet  Corporation  money,  we  like  to  know 
whether  there  is  a  probability  of  getting  it  or  not  and  to  know  whether 
or  not  we  can  give  an  extension  of  time  to  make  the  payment.     For 
instance,  if  the  3ettlement  comes  out  showing  that  the  contractor  owes 
the  Fleet  Corporation  money,  if  he  has  not  a  very  good  standing  we 
want  to  get  the  cash  right  at  once.     Of  course,  tfiat  is  the  way  in  all 
cases.     5ut  we  would  not  want  to  give  a  man  time  unless  we  thought 
we  would  have  a  fair  chance  at  least  of  getting  the  money. 

The  Chaibman.  Have  there  been  numerous  claims  submitted  to 
your  board  for  consideration,  which,  at  the  beginning,  were  based  on 
claims  that  the  Fleet  Corporation  owed  the  contractor  more  money, 
which,  after  you  had  looked  into  it,  you  discovered  that  the  contractor 
owed  the  Government  money,  and  that  the  claims  were  settled  upon 
that  basis  and  the  contractor  has  paid  the  money  which  your  board 
has  determined  was  due  to  the  Fleet  Corporation. 

Mr.  Talbebt.  I  think  that  is  true ;  I  do  not  call  to  mind  now  specific 
cases. 
The  Chaibman.  Have  there  been  many  of  those? 
Mr.  Talbebt.  I  know  that  there  have  been  a  number  of  cases 
wherein  we  have  found  that  the  contractor  owed  money  to  the  Fleet 
Corporation  and  we  made  a  finding  to  that  effect. 

The  Chaibman.  But  when  those  claims  first  came  to  you  they  were 
claims  on  the  part  of  the  contractor  for  further  payment  by  the 
fleet  Corporation. 
Mr.  Talbebt.  Yes,  sir;  I  think  so. 

The  Chaibman.  iVnd  instead  of  that  claim  being  well  founded,  the 
balance  was  due  the  Fleet  Corporation. 
Mr.  Talbebt.  Yes,  sir;  that  is  true  in  the  Downev  case. 
The  Chaibman.  That  is  true  in  the  Downey  case? 
Mr.  Talbebt.  Yes,  sir. 

The  Chaibman.  I  thought  you  said  vou  recommended  that  Downey 
be  paid  $15,000,000? 

Mr.  Talbebt.  A  credit  of  $15,000,000 — that  is,  our  award  was 

*15,000,000.     But  our  awards  read  this  way:  ''From  which  shall  be 

d^uctedall  advances  heretofore  made'' — the  deduction  would  come 

^he  other  way.     We  have  advanced  to  Mr.  Downey  approximately 

*  17,000,000.  * 

The  Chaibman.  Then  does  he  owe  the  Government  $2,000,000? 
Mr.  Talbebt.  Approximately;  yes,  sir. 
.p^  The  Chaibman.  How  about  the  Saginaw  Shipbuilding  Co.'s  claim? 
^^  you  recall  anything  about  that,  particularly  ? 
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Mr.  Talbert.  Yes,  sir;  I  remember  it  in  a  general  way. 

The  Chairman.  How  was  that  settlement  made — in  the  usua 
course  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Was  the  money  paid,  finally? 

Mr.  Talbert.  I  could  not  tell  you  whether  the  money  was  paid 
I  never  kept  up  with  that  end  of  it.  After  we  jnake  our  award  ther 
it  is  up  to  the  comptroller  and  the  disbursing  officers. 

The  Chairman.  Do  you  have  any  general  rule  or  policy  wit! 
reference  to  claims  for  changes  and  extras  ? 

Mr.  Talbert.  I  could  not  say  that  we  have  any  general  policy 
we  have  a  procedure  for  handling  those. 

The  Chairman.  Claims  for  changes  and  extras  are  first  considered 
by  the  district  manager  ? 

Mr.  Talbert.  In  the  early  stages  of  the  construction  work,  the 
district  manager  had  a  good  deal  oi  changes  and  extras,  and  payment 
was  made  at  the  time  that  they  were  agreeable.  I  think  the  construc- 
tion division  has  alwavs  held,  thougli,  that  they  had  the  right  to 
review  the  findings  of  tne  district  manager  on  those  matters. 

The  cases  that  come  to  us  are  cases  wnere  the  district  manager  has 
disagreed  with  the  contractor  on  the  suxns  to  be  allowed  for  changes 
and  extras.  The  contractor  then  takes  an  appeal,  so  to  speak,  from 
the  district  manager  to  the  manager  of  the  construction  division: 
then  the  construction  division  reviews  the  findings  of  the  district 
manager,  and  if  the  construction  division,  that  is,  the liome  office  of  the 
construction  division  and  the  contractor  gets  together  on  the  allow- 
ance for  changes  and  extras ;  the  matter  is  settled  and  finally  adjusted 
there  and  never  comes  to  our  board.  If  the  contractor  is  not  satisfied 
with  th^  treatment  he  receives  from  the  manager  of  the  construction 
division,  he  tlien  takes  an  appeal  to  the  claims  board,  and  we  have 
as  a  member  of  the  claims  board,  an  experienced  shipbuilder. 

The  Chairman.  Wlio  is  he  ? 

Mr.  Talbert.  Mr.  Harry  B.  Skinner. 

The  Chairman.  Of  Skinner  &  Eddy? 

Mr.  Talbert.  No,  sir. 

Mr.  Steele.  That  is  a  different  Skinner. 

Mr.  Talbert.  No,  sir;  ho  is  not  in  any  way  connected  with  them. 

The  Chairman.  Where  did  he  ever  build  ships  ? 

Mr.  Talbert.  At  Baltimore.  For  many  years  he  was  the  owner 
and  manager  of  the  Baltimore  Shipbuilding  and  Dry  Dock  Co.,  called 
the  ^' Old  Skinner  Plant,''  in  the  earlv  days;  and  since  I  have  been 
chairman  I  have  referred  the  cases  oi  that  character  to  Mr.  Skinner 
to  make  a  report.  He  usually  calls  the  manager  of  the  construction 
division  down  to  Washington,  or  the  man  from  the  construction 
division  who  particularly  handled  the  cases;  and  they  go  over  the 
changes  and  extras  anew.  But  in  the  great  majority  of  cases  the 
construction  division  is  sustained  and  our  findings  are  the  same  as 
theirs. 

Occasionally  Mr.  Skinner  will  take  a  different  attitude  on  some  of 
the  allowances  from  some  of  the  other  people,  but  no  more  than 
would  occur  between  any  two  different  shipbuilders. 

The  Chairman.  In  the  wood  ship  construction  work,  particularly, 
do  you  find  that  the  contracts  ana  specifications  have  been  subject 
to  many  changes  ? 
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Mr.  Talbert.  Yes,    sir.     I    have    understood    that    there    were 
lipproxixnately  500  changes  in  the  Ferris  ship. 

The  Chairman.  And   most   of   those   changes   were   made   after 
construction  work  had  actually  begun  ? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  So  that  would  necessarily  justify  some  claim  for 
extra  compensation  ? 

Mr.  Talbert.  Yes,  sir.  Then  the  claims  are  very  high  and  the 
lUowances  are  very  high,  too.  Of  course,  the  allowances  are  not  so 
Mgh  as  the  claims,  but  even  our  own  people  admit  that  they  are  en- 
tiUed  to  a  great  deal  of  money  for  those  changes. 

The  Chairman.  Have  you  ever  made  anv  study  or  inquiry,  Mr. 
Talbert,  to  ascertain,  over  how  long  a  periocl  those  changes  in  design 
or  in  specifications  extended  ?    They  began  right  after  the  contract 
tnd  specifications  were  furnished,  did  they  not '( 
Mr.  Talbert.  Yes,  sir:  that  is  my  understanding. 
The  Chairman.  Many  of  them  were  altered  by  telegraph,  were  they 
not? 
Mr.  Talbert.  Yes,  sir. 

The  Chairman.  How  long  a  period  did  those  changes  continue  to 
be  made? 
Mr.  Talbert.  I  think  practically  all  the  way  through. 
The  Chairman.  Right  up  to  the  cancellation  of  contracts  ? 
Mr.  Talbert.  And  at  the  last,  then,  they  made  some  verj^  extraor- 
dinary changes.     Some   of  these  ships  were  converted   to  sailing 
ahJM — many  of  them  were. 

The  Chairman.  What  is  your  judgment  as  to  how  long  it  will  take 
to  dear  up  the  matter  of  claims  ?  Do  you  think  it  will  be  out  of  the 
wajr  by  January  1922  ? 

Mr.  Talbert.  I  am  of  the  opinion  that  the  claims  board  as  a  board 
will  not  be  kept  busy  sufficient  to  justify  the  organization  any  longer 
than  July  1.  I  think  that  the  claims  will  be  disposed  of  to  such  an 
extent  that  the  heads  of  the  departments  will  have  time  to  handle  the 
claims  themselves:  that  is,  if  there  is  a  construction  matter  comes  up 
it  can  be  handled  directly  from  the  construction  division  with  tlie  board 
of  trustees.  I  think  there  will  not  be  enough  claims  after  six  months 
to  justify  keeping  an  organization  for  the  sole  purpose  of  handling 
claims. 

The  Chairman.  What  has  the  construction  division  been  doing  up 
to  now  ?  following  the  prosecution  of  contracts  ? 

Mr.  Talbert.  There  is  a  good  deal  of  construction  work  under 
progress  now. 
Tne  Chairman.  I  say,  have  they  been  followhig  that  work  ? 
Mr.  Talbert.  Yes,  sir;  and  then  several  men  have  been  on  this 
change  and  extra  situation. 

The  Chairman.  Do  you  anticipate  that  the  construction  division 
will  be  in  a  position  to  handle  claims  of  the  Skiimer  &  Eddy  and  the 
Bethlehem  and  Duthie,  and  those  other  steel  ship  contractors  who 
have  contracts  for  a  great  many  ships,  claims  for  which  are  still  out- 
standing, or  do  you  consider  that  your  claims  board  will  have  passed 
upon  those  by  the  1st  of  July? 

Mr.  Talbert.  The  claims  board  will  have  passed  upon  the  Skinner 
&  Ekidy  claim  and  the  Duthie  claim,  I  womd  say,  withhi  the  next 
six  weeks. 

The  Chairman.  How  about  the  Bethlehem  ? 
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Mr.  Talbert.  We  have  already  passed  on  that — Bethlehem  hasa- 
cost  plus  contract  altogether. 

The  Chairman.  Yes.  j 

Mr.  Talbert.  That  is  settlement,  for  work  done  on  these  ships  thftH 
they  have  built,  is  not  a  matter  to  come  before  the  claims  board  at 
all.  It  is  a  matter  for  the  finance  division,  and  the  construction 
division,  to  dispose  of. 

The  Chairman.  Why? 

Mr.  Talbert.  We  settle  their  costs  and  pay  them  a  certain  per- 
centage. If  there  is  any  question  concerning  costs  it  is  a  question  of  j 
audit  to  determine  those  costs;  there  is  verv  little  discretion  to  be^ 
used  I  mean,  in  the  settlement  of  the  Bethlehem  claims  after  wej 
make  this  plant  settlement.  It  is  a  question  for  an  auditor  and  not: 
for  a  lawyer;  not  a  question  of  pohcy. 

The  Chairman.  Is  not  that  so  witn  the  Moore  Bros.  ? 

Mr.  Talbert.  I  am  not  famiUar  with  the  contract. 

The  Chairman.  If  they  have  got  exactly  the  same  kind  of  contract 
as  the  Union  Works,  there  would  not  be  any  need  of  your  claims 
board  passing  on  that  ? 

Mr.  Talbert.  Very  little. 

The  Chairman.  Or  the  Hanlon,  if  they  have  got  the  same  kind  of 
contract. 

Mr.  Talbert.  There  would  not  be  much  use  for  the  claims  board 
on  strictly  cost  plus  proposition,  where  the  ships  are  built.  Where 
there  is  a  cancellation  it  is  different. 

The  Chairman.  I  am  talking  about  the  construction  claims. 
Your  board  has  passed  on  claims  involving  cost  plus  contracts  for 
ships  already  built,  have  you  not  ? 

Mr.  Talbert.  Only  on  the  question  of  extras,  so  far  as  I  know,  or 
some  specific  claim  in  connection  with  the  contract. 

The  Chairman.  What  do  you  mean  by  ''some  specific  claim?*' 

Mr.  Talbert.  Well,  the  claim  for  delay  in  the  delivery  of  material, 
for  instance. 

The  Chairman.  How  do  you  know  you  are  not  going  to  have 
claims  like  that  with  reference  to  Bethlehem  ? 

Mr.  Talbert,  We  can  not  anticipate;  we  do  not  know  just  what 
claim  wiU  come  in.  But  I  am  speaking  of  the  general  proposition. 
The  claims  board  does  not  have  much  to  do  where  the  ships  have 
been  built  and  completed,  only  on  the  question  of  changes  ana  extras 
and  on  a  cost  plus  contract,  that  has  nothing  to  do  with  it.  The 
change  on  the  extras,  is  a  matter  that  I  am  not  interested  in,  because 
they  get  costs  and  they  get  their  profit. 

The  Chairman.  Who  passes  upon  the  settlements  for  a  concern 
having  a  contract  like  that  ? 

Mr,  Talbert.  The  construction  division  and  the  auditing  division; 
in  other  words,  the  payments  are  made  only  currently.  We  pay  all 
the  costs.  It  is  vouchered  through,  signed  by  officials  of  the  company 
and  officials  of  the  Fleet  Corporation. 

The  Chairman.  In  some  of  thesecost-plus  contracts  there  is  a 
penalty  fixed,  is  there  not,  for  delay  over  and  above  certain  dates  ? 

Mr.i'ALBERT.  I  think  so. 

The  Chairman.  And  also  a  bonus  paid  for  completion  prior  to  a 
certain  date  ? 

Mr.  Talbert.  Yes. 
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The  Chairman.  Suppose  there  is  a  claim  for  a  bonus,  would  the 
construction  division  pass  upon  that? 

Mr.  Talbert.  They  did  pass  on  that  originally;  we  have  had  some 
3f  those  before  the  (Construction  Claims  Board,  but  not  on  cost-plus 
contracts;  they  were  lump-sum  contracts. 

The  Chairman.  But  there  are  cost-plus  contracts  that  have  those 
provisions,  are  there  not? 

^Ir.  Talbert.  I  do  not  recall  to  mind  any  just  now,  but  they  may 
have. 

The  CiLAiRMAX.  You  say  you  have  not  seen  the  contract  of  the 
L'nion  Works  ? 

Mr.  Talbert.  I  have  probably  seen  it,  ])ut  1  do  not  remember  it 
iistinctly. 

The  Oh^virman.  You  do  not  recall  whether  that  has  a  penalty 
(clause,  and  also  a  bonus  for  completion  before  a  certain  elates  ? 

Mr.  Talbert.  No,  sir:  I  do  not  remember. 

The  Chairman.  When,  in  your  jud2:ment,  will  the  construction 
program  be  completed,  if  you  are  familiar  with  that  I 

Mr.  Talbert.  I  have  no  idea  concerning  that  whatever. 

Mr.  CoNNALLY.  Some  question  was  asked  vou  by  the  chairman 
as  to  these  cases  that  had  been  settled  by  claims  which  had  been 
handled  directly  by  the  ])oard  without  ]^as^ing  throuji:h  the  routine 
machinery  ? 

Mr.  Talbert.  Yas,  sir. 

Mr.  CoNNALLY.  I  will  ask  you  whether  or  not  the  claims  board's 
Functions  were  largely  advisory.  You  have  no  absolute  power  to 
make  any  settlement  at  all,  as  t  understand  ? 

Mr.  Talbert.  No,  sir. 

Mr.  CoNNALLY.  Except  as  agent,  of  course,  for  the  board. 

Mr.  Talbert.  Of  course  1  have  had  various  [)owers  at  different 
times.  At  the  present  time  we  have  no  power  except  in  an  advisory 
capacity. 

Mr.  CoNNALLY.  In  other  words,  the  claims  board  is  really  a  con- 
venient agent  for  the  regular  board  to  ascertain  the  farts? 

Mr.  Talbert.  Yes,  sir. 

Mr.  CoNNALLY.  And  go  into  a  thorough  inv(»stigation  of  any  claim 
and  make  a  report  of  your  findings  to  the  Shipping  Board  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  CoxNALLY.  When  that  is  done,  the  board  is  then  at  liberty  to 
act  on  that  or  absolutely  discharge  it  if  they  see  fit.  and  settle  it  on 
the  outside? 

Mr.  Talbert.  Thev  are  not  bound  in  anv  wav  by  our  action. 

Mr.  Coxnally.  How  long  have  you  been  on  the  claims  board — 
since  some  time  in  1010  i 

Mr.  Talbert.  Since  August  15.  1015.  I  am  the  only  man  on  it 
now  that  was  on  it  at  that  time. 

Mr.  Coxnally.  Could  you  state  in  a  general  way  what  percentage 
of  claims  that  have  l>e<rn  actually  settled  during  that  time  have  pa-ssefl 
through  your  boarrl.  and  tbat  fH^rcentage  have  been  M-ttled  inde- 
pendently of  your  brmnls  actir>n  ( 

Mr.  Talbert.  I  wouM  shv  that  there  has  not  altogetlier  been  more 
than  a  dozen  claims  settled  by  the  l>oard  of  trustees  that  have  not 
gone  through  our  IkmihI  in  the  regular  way:  there  have  l>een  prob- 
ably a  dozen. 
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Mr.  OoNNALLY.  Probably  a  dozen  cases  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  CoxNALLY.  Can  you  state  how  many  of  the  southern  wood 
shipbuilding  companies  hare  been  settled  with  or  what  ones  are  still 
unsettled  ?    I  might  ask  you  that  question. 

Mr.  Talbert.  Well,  there  is  the  Southern  Dry  Dock. 

Mr.  CoNNALLY.  At  Orange,  Tex.  ? 

Mr.  Talbert.  Yes ;  and  the  Universal. 

Mr.  CoNNALLY.  Where  is  that  located — Beaumont  ? 

Mr.  Talbert.  Beaumont,  I  believe.  The  Tampa  Dock,  and 
Dantzler. 

Mr.  CoNNALLY.  That  is  at  Moss  Point,  Miss.  ? 

Mr.  Talbert.  If  I  heard  the  names  I  would  know  whether  they 
are  settled  or  not. 

Mr.  CoNNALLY.  Well,  there  is  a  list  of  some  of  the  yards  on  that 
sheet  (handing  paper  to  witness). 

Mr.  Talbert.  McBride  &  Law  has  gone  through  the  board  and 
contract  has  been  signed,  but  it  has  not  been  finally  settled.  The 
auditors  are  holding  up  an  approved  payment  made  them. 

The  Midland  Bridge  has  been  settled,  to  some  extent;  that  is,  they 
have  taken  75  per  cent  of  their  award,  I  think.  Heldenfels  Bros, 
have  been  settled  with. 

Mr.  CoNNALLY.  Where  were  they  located  ? 

Mr.  Talbert.  In  Mississippi,  I  think — no,  Rockford,  Tex,  It  says 
here,  Rockford,  Tex. 

Mr.  CoNNALLY.     Can  you  state  why  these  other  companies  that 
you  have  mentioned  that  have  not  been  settled  with — why  the  settle 
ments  have  not  been  had,  or  do  you  know  ? 

Mr.  Talbert.  The  claims  board  have  made  an  awaixi  in  all  those 
cases.  I  think  the  contractor  in  most  of  them  have  taken  the  position 
that  they  did  not  want  final  action  taken  by  the  claims  board,  and 
the  board  of  trustees  under  our  present  policv,  for  the  reason  that  it 
would  embarass  them  with  theu*  banks  and  the  people  they  were 
getting  money  from.  In  othei  words,  as  long  as  the  claim  is  open 
and  they  can  state  to  their  creditors  '*I  have  a  claim  against  the 
Shipping  Board  for  so  much  money,  which  has  not  been  deteiinincd 
yet,"  they  have  a  lease  of  life,  but  if  there  should  be  a  final  and 
definite  award  made,  and  their  creditors  find  out,  then  they  begin  to 
crowd  them  and  get  what  they  can  out  of  them:  and  the  reason  they 
have  been  holding  off  and  the  reason  that  we  have  been  holding  up,  is 
that  there  is  a  bill  in  Congress  to  give  those  people  relief;  and  we 
thought  it  would  be  inadvisable  for  us  to  take  any  action  that  would 
embarass  them  with  their  creditors  if  Congress  was  likely  to  grant  the 
relief,  and  I  understand  the  bill  did  pass  through  the  Senate,  but 
was  not  acted  on  by  the  House. 

Mr.  CoNNALLY.  It  was  acted  on  by  the  House  here,  I  think,  last 
session. 

Mr.  Talbert.  I  did  not  know  it  ever  came  to  a  final  vote. 

Mr.  Connally.  In  a  general  way,  what  does  that  indicate  as  to  the 
financial  condition  in  wood  shipbuilding? 

Mr.  Talbert.  I  would  say  that  practicaUy  all  the  wood  ship- 
builders are  in  a  verv  bad  condition  financiallv,  and  thev  will  lose  a 
great  deal  of  money. 
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Mr.  CoxxALLY.  What  was  the  cause  of  that,  principally  ? 
Mr.  Talbert.  They  built  their  yards  thinking  that  they  would  get 
other  ships  for  a  number  of  years — at  least  five  years.     Some  of  them 
only  got  contracts  for  one  set  of  ships — for  four  sliips — one  turn  of  the 
ways. 

Sir.  CoNNALLY.  As  a  matter  of  fact,  wooden  slxips  now  are  not 
profitable,  are  thev? 

Mr.  Talbert.  'Thev  are  wortliless,  practically;  and  those  vards  are 

worthless,  most  of  them,  except  for  what  junk  you  can  get  out  of  them. 

Mr.  CoNNALi.Y.  When  did  the  Shipping  Board  discontiime  letting 

ootitracts  for  wooden  constrution,  if  you  know  ( 

Mr.  Talbert.  I  do  not  know  that  without  looking  it  up. 
Mr.  CoNNALLY.  Can  not  these  wooden  sliips  be  salvaged  by  c 
verting  them  into  sailing  ships  or  tugs  or  barges,  or  sometning  of  that 
idnd,  for  coastwise  service? 

Mr.  Talbert.  I  am  not  u])  on  that  cjuestion  at  all. 
Mr.  CoNNALLY.  1  will  withdraw  that. 
Mr.  Talbert.  I  am  just  an  ordinary  lawyer. 

Mr.  CoNNALLY.  1  thought  from  your  experience  in  the  board  you 
might  know. 

Mr.  Talbert.  They  have  tried,  I  think,  every  feasible  way  to  use 
them  to  advantage,  and  the\  are  not  being  very  successful  with  it. 

Mr.  Steele.  Mr.  Talbert,  so  far  as  the  const nition  of  wooden  ships 
is  concerned,  the  net  result  of  practically  all  the  contracts  awarded 
has  been  a  loss  to  the  contractor:  is  that  tme  il 

Mr.  Talbert.  So  far  as  I  know,  that  is  tnie:  yes,  sir. 
Mr.  Steele.  Your  board,  Mr.  Talbert,  T  suppose,  keeps  a  docket 
of  the  claims  pending  before  it  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  encli  claim  has  a  number? 
Mr.  Talbert.  Yes,  sir;  a  serial  number. 

Mr.  Steele.  Can  you  tell  us  what  the  entire  number  of  claims- 
has  been  before  your  board  down  to  this  time? 

Mr.  Talbert.  I  have  not  that  tabulated  down  until  today,  but 
I  have  it  until  November  1st. 
Mr.  Steele.  That  will  do. 
.  Mr.  Talbert.  Cases  that  we  have  passed  on  from,  I  think,  July, 
1919,  until  November  1,  was  2,124. 

Mr.  Steele.  Have  they  been  finally  disposed  of  so  far  as  your 
board  is  concerned  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Awards  have  been  made  in  all  those  cases? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  what  is  the  number  still  pending  i 
Mr.  Talbert.  I  would  say  about  350. 

Mr.  Steele.  And  those  vou  expect  to  be  disposed  of  1)V  the  1st 
of  July  ? 

Mr.  Talbert.  They  will  be,  so  far  as  our  board  is  concerned.  Of 
course,  it  must  be  understood  that  there  will  be  claims  as  long  as 
there  is  a  Fleet  Corporation  or  a  Shipping  Board.  The  point  T  was 
trying  to  make  to  the  chairman  a  wliile  ago  was  tliat  after  July 
I  thought  that  the  claims  would  be  so  well  in  hand  that  it  would 
not  be  necessary  after  that  time  to  keep  a  distinct,  separate  organi- 
zation to  handle  these  claims  as  we  are  now. 
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Mr.  Steele.  Of  the  claims  of  which  awards  have  been  made  by 
your  board,  can  you  tell  us  how  many  of  the  awards  have  been 
accepted  and  have  been  finally  settled  by  a  payment  or  a  number  of 
appeals  that  have  l)een  taken  or  pending  before  the  Court  of  Claims 
or  any  other  jurisdiction  ? 

Mr.  Talbert.  I  could  not  give  you  the  exact  number 

Mr.  Steele.  Approximately? 

Mr.  Tai.bert.  Approximately,  I  would  say  that  over  90  per  cent 
of  the  cases  that  we  pass  are  accepted  by  the  contractor:  many 
times  under  protest,  but  they  are  usually  accepted. 

Mr.  Steele.  Where  there  is  a  difference  between  the  contractor 
and  the  board,  are  any  payments  made  on  account  of  the  awards? 

Mr.  Talbert.  Oh,  yes,  sir:  when  we  make  a  final  award  if  the  con- 
tractor is  not  satisfied  with  it  we  pay  him  75  per  cent. 

Mr.  Steele.  Seventy-five  per  cent  of  the  amount  of  the  award  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  that  gives  him  an  opportunity  of  going  into  the 
Court  of  Claims,  of  proving  his  case  and  recovering  any  balance  that 
they  may  award  him  there  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  You  stated  that  the  Merrill-Stevens  contract  had 
been  awarded  at  a  verv  low  sum,  so  far  as  the  abilitv  of  the  con- 
tractor  was  to  carry  on  his  contract  to  completion? 

Mr.  Talbert.  That  is  my  understanding.  He  had  about  five 
contracts,  I  think:  two  of  tnem  were  cost  plus — the  two  last  ones, 
I  think,  were  cost  plus.  But  I  was  speaking  of  the  earlier  contracts; 
and  the  first  contract  was  for  twelve  composite  ships.  That  was  an 
altogether  new  departure  in  shipbuilding. 

Mr.  Steele.  In  that  case,  as  1  understand  it,  you  have  made  an 
award  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  has  it  been  settled  i 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  White  Haven  case,  where  you  said  that  you 
found  that  thev  were  indebted  to  the  Fleet  Corporation  for  some- 
thing like  875,000  or  $100,000? 

Mr.  Talbert.  Yes,  sir;  that  is  mv  memorv. 

Mr.  Steele.  That  is  your  recollection. 

Mr.  Talbert.  Of  course,  we  never  particularly  concern  ourselves 
about  the  amount  the  contractor  owes  us,  that  is,  in  making  the 
award;  that  is  a  financial  matter,  and  the  finance  division  takes 
that  out  of  the  award  that  we  make.  But  in  conference  with  Mr. 
Adamson  and  members  of  the  finance  division,  my  memory  is  they 
told  me  that  is  about  the  amount. 

Mr.  Steele.  That  represented  the  amount  of  allowance  that  had 
been  advanced  to  the  White  Haven  Company  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  that  was  entirely  outside  of  your  jurisdiction? 

Mr.  Talbert.  Yes,  sir;  I  may  be  able  to  tell  you  a  little  about 
that  White  Haven  Co.  that  was  overlooked  awhile  ago.  The  con- 
tractor proceeded  on  the  contract.  Ho  went  ahead  and  signed  it  up, 
and  did  not  get  his  labor  protection  that  he  wanted,  and  went  ahead 
with  the  construction  of  the  ships,  and  we  made  advance  payments 
and  progress  payments,  until  when  these  ships  were,  I  would  say, 
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approximately  55  per  cent  complete,  or  something  like  that,  all  of 
tine  money  was  gone.    We  had  paid  the  contractor  the  full  contract 

Iricc  for  the  ships,  and  the  ships  were  not  completed,  and  he  did  not 
ave  anj'  money  to  go  on  with  the  work. 
Mr.  Steele.  Was  the  monev  actually  consumed  in  the  construction 

COSt3  i 

Mr.  Talbert.  Yes;  there  is  no  questicm  about  that. 
Mr.    Steele.  There  was  not  any  question  of  diversion  of  funds 
there,  no  fraud  ? 

Mr.  Talbert.  Nothing  of  that  kind  was  alleged  at  all.  So  it 
became  necessary  for  the  Fleet  Corporation  to  piu)tect  the  money 
that  had  been  already  advanced.  A  settlement  contract  was  entered 
into  with  the  White  Haven,  by  which  the  Fleet  Corporation  was  to 
advance  the  money  to  complete  the  .ships;  and  after  the  ships  were 
built  a  final  settlement  should  be  made,  and  any  claim  that  they  had 
should  be  submitted  to  the  Claims  Board  and  j)a.ssed  on,  and  whatever 
sum  would  be  owing  and  due  to  the  Fleet  Corporation  should  be  paid, 
and  if  any  should  be  due  and  owing  the  contractor,  it  should  be  paid 
by  the  Fleet  to  the  contractor.  In  other  words,  there  was  to  ne  a 
final  settlement,  and  that  money  was  to  be  advanced  at  the  time, 
I  iRTould  say,  with  very  little  hope  of  getting  it  back,  because  we  had 
to  protect  tne  money  that  liad  already  been  spent. 

Mr.  Steele.  The  question  before  the  Fleet  Corporation,  then,  was 
whether  the  contractor  was  to  fall  down  on  his  contract  when  75  per 
cent  completed  and  an  incomplete  sliip,  and  the  needs  of  the  Fleet 
Corporation,  or  whether  it  would  advance  money  and  allow  him  to 
complete  it  and  get  a  finished  ship ;  that  was  the  proposition. 
Mr.  Talbert.  That  was  the  proposition. 

Mr.  Steele.  There  was  no  (juestion  there,  you  say,  of  diversion  of 
funds  i 

Mr.  Talbert.  Oh,  no,  sir. 

Mr.  Steele.  Was  there  any  other  c^uestion  as  between  the  con- 
tractor and  the  Fleet  Corporation  outside  of  this  question  of  excess 
wages'? 

Mr.  Talbert.  The  matter  of  extras,  I  think. 
Mr.  Steele.  There  were  some  extras  itivolved? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  amount  of  the  claim  for  extras? 
Mr.  Talbert.  My  memorv  is  that  it  was  about  $30,000. 
Mr.  Steele.  About  830,000  ? 

Mr.  Talbert.  I  think  the  claim  was  possibly  more  than  that,  but 
that  was  the  allowance. 

Mr.  Steele.  Then  the  allowance  to  them  was  reallv  for  extras, 
was  it— for  $30,000  i 

Mr.  Talbert.  Yes,  sir.  1  am  just  testifying  to  the  best  of  my 
recollection,  but  that  is  my  memory  about  it. 

Mr.  Steele.  You  referred  to  the  Liberty  plants  of  the  Bethlehem 
Co.,  at  Alameda,  California  ( 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  That,  you  say,  was  a  cost-plus  contract/ 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  amount  expended  by  the 
Government  on  that  contract  t 

Mr.  Talbert.  No,  sir;  I  could  not  remember. 
Mr.  Steele.  Could  you  give  it  approximately  ^ 
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Mr.  Talbert.  No;  I  would  not  attempt  to  do  that. 

Mr.  Steele.  Could  you  tell  the  committee  what  was  the  actui 
amount  expended  ? 

Mr.  Talbert.  I  can  not  remember  that;  I  remember  what  tl 
settlement  was  to  be  in  percentages,  and  so  on.     But  I  do  not  remem-] 
ber  the  amounts  of  money. 

Mr.  Steele.  Most  of  the  cost-plus  contracts  of  that  character  were] 
of  the  same  kind,  were  they  not  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  same  form  of  contract  applies  to  nearly  all  of 
them? 

Mr.  Talbert.  This  contract  was  a  little  different,  in  that  it  con-  j 
templated  a  cancellation.     I  suppose  we  had  gotton  along  in  the  war  '\ 
to  such  an  extent  where  we  thought  we  might  not  need  these  big  \ 
plants,  and  the  contract  provided  that  in  the  event  of  cancellation 
the  Fleet  Corporation  should  pay  five  per  cent  on  the  cost  of  plant 
construction  and  seven  and  a  half  per  cent  on  the  cost  of  ship  con- 
struction.    That  was  to  be  damages;  in  other  words,  they  provided 
in  advance  what  damages  should  be  paid  for  cancellation. 

Mr.  Steele.  What  was  to  be  the  size  of  that  plant,  do  you  recall? 

Mr.  Talbert.  Ten  ways,  I  think;  and  the  contract  was  for  20 
troop  ships,  I  believe—  big  ships  of  some  character. 

Mr.  Steele.  That  was  a  good-sized  contract,  then  ? 

Mr.  Talbert.  Yes,  sii. 

Mr.  Steele.  One  of  the  largest  of  that  kind  ? 

Mr.  Talbert.  I  think  so. 

Mr.  Steele.  How  long  had  they  been  at  work  on  that  contract  ? 

Mr.  Talbert.  I  could  not  answer  that. 

Mr.  Steele.  Have  you  any  idea? 

Mr.  Talbert.  No,  sir. 

Mr.  Steele.  Do  you  recall  when  it  was  canceled? 

Mr.  Talbert.  It  was  canceled  November  15,  1918,  I  think. 

Mr.  Steele.  Immediately  after  the  armistice  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  claim  of  the  Bethlehem  Company  is  under  that 
contract,  then? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  You  referred  to  new  plants  at  Mills  Point,  and  at 
Wilmington,  Del.  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Are  those  new  plants,  or  are  they  old  plants? 

Mr.  Talbert.  They  are  additions  to  old  plants. 

Mr.  Steele.  They  are  additions  to  the  old  plants? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  The  Sparrows  Point  plant  is  an  old  plant;  it  is  a  steel- 
manufacturing  plant,  is  it  not,  and  shipbuilding  plant,  too  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And  the  Harlan  &  HoUingsworth  plant  at  Wilmington, 
Del.,  is  also  an  old  shipbuilding  plant  i 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  And    these   contracts   were   for   additions    to    those 
plants  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  remember  the  extent  of  those  additions  that 
were  contemplated  under  the  contract  ? 
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Mr.  Talbert.  I  would  hate  very  much  to  undertake  to  give  the 
nounts  here;  but  there  was  a  limit  to  expenditures  to  be  made  by 
be  Fleet  in  all  instances,  but  I  can  not  sive  vou  the  amount  of  it. 
lie  contract,  in  substance,  provided  that  the  Fleet  Corporation  would 
ctvance  a  certain  sum  of  money  to  extend  the  plant,  and  after  the 
lose  of  the  program,  in  some  cases  after  the  close  of  the  war,  the 
lethlehem  SnipDuilding  Co.  had  an  option  to  buy  these  extensions 
lat  the  Fleet  Duilt,  and  if  the  Bethlenem  Co.  did  not  buy,  did  not 
Bnt  to  buy,  the  Fleet  Corporation  was  compelled  to  remove  that 
(tension  and  improvements  from  the  grounds,  etc. 
Mr.  Steele.  Was  the  option  exercised  ? 
Mr.  Talbert.  It  is  being  exercised  in  this  settlement. 
Mr.  Steele.  It  is  being  exercised  in  this  settlement? 
Mr.  Talbert.  That  is,  we  are  selling  those  plants  to  the  Bethlehem, 
id  we  think  we  are  making  a  very  good  deal. 

Mr.  Steele.  You  referred  a  while  ago  to  the  audit  of  these  plants 
the  Bethlehem  Co.;  who  conducted  that  audit? 
Mr.  Talbert.  That  is  conducted  under  the  general  supervision  of 
le  Comptroller's  office.     As  it  was  brought  out,  while,  I  think  at 
le  time  at  least  they  hired  some  auditing  iirm,  but  that  employment 
AS  under  the  general  Coinptroller's  department,  that  is,  instead  of 
iving  his  own  mdividual  employees,  he  made  a  contract  with  some 
rtified  public  accountant. 
Mr.  Steele.  Who  were  they  ( 
Mr.  Talbert.  Perley-Morse. 

Mr.  Steele.  Did  they  represent  the  Shipping  Board  in  this  matter? 
Mr.  Talbert.  I  think  so;  that  is  my  general  imderstanding. 
Mr.  Steele.  Are  they  emploved  by  the  Shipping  Board  to  do  that  ? 
Mr.  Talbert.  Yes,  sir;  employed  oy  the  Comptroller's  office  of  the 
lipping  Board,  Fleet  Corporation. 

Mr.  Steele.  Representing  the  Shipping  Board  to  audit  the 
•counts  ? 

Mr.  Talbert.  Yes,  sir. 
Mr.  Steele.  Under  a  contract  ? 
Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Was  that  employment  made  at  the  instigation  of 
arley-Morse  &  Co.  ? 

Mr.  Talbert.  I  could  not  tell  you  about  that — in  fact,  this  matter 
3ver  came  to  me. 

Mr.  Steele.  Is  it  on  a  continued  basis,  or  is  it  on  the  basis  of  the 
nount  to  be  paid  to  them  ? 

Mr.  Talbert.  I  understand  it  is  so  much  per  ship — they  pav 
erley-Morse  a  certain  definite  sum  for  auditing  the  costs  on  each 
dp.  But,  now,  I  would  suggest  that  Mr.  Tweedale,  the  General 
i>inptroller,  could  tell  you  every  detail  connected  with  that;  and 
1  I  know  are  just  general  rumors  that  I  picked  up. 
Mr.  Steele.  How  long  has  the  Perley-Morse  contract  been  in 
cistence? 

Mr.  Talbert.  I  do  not  know  that.  I  first  heard  of  it  along  about 
at  March  or  April. 

Mr.  Steele.  In  the  testimony  taken  in  New  York  Mr.  Lucken- 
Efcch  referred  to  Perley-Morse  as  his  ''own  private  accountant." 
•oeB  the  Shipping  Board  employ  private  accountants  of  the  claimant 
I  go  over  the  books  of  the  contractor  ? 
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Mr.  Talbert.  No,  sir.  I  am  sure  he  is  not  the  accountant  for  th 
Bethlehem  people,  and  I  have  never  heard  of •  him  doing  any  worl 
except  on  tne  Betnlehem  case. 

Mr.  Steele.  Luckenbach  says  Perley-Morse  were  private  ac 
coimtants  employed  by  him. 

Mr.  Talbert.  They  might  have  been  on  one  matter. 

The  Chairman.  That  was  a  previous  audit  they  made. 

Mr.  Steele.  Yes,  but  it  referred  to  these  same  accounts.  Yoi 
have  no  information  upon  that  subject  ? 

Mr.  Talbert.  No.  I  am  quite  sure  that  Perley-Morse  is  not  i: 
any  way  connected  with  the  Bethlehem. 

Mr.  Steele.  I  am  sure  of  that  from  the  testimony  here.  Bu 
Perley-Morse  are  adverse  to  the  Bethlehem  Companv,  representin 
a  private  claimant  which  is  antagonistic  to  the  Bethleliem  Company 

Mr.  Talbert.  I  did  not  know  about  that. 

Mr.  Steele.  What? 

Mr.  Talbert.  I  did  not  know  anvthing  about  that;  in  fact,  a. 
this  regarding  the  Perley-Morse  and  tne  audit  of  the  books  is  foreig^ 
to  my  jurisdiction;  I  do  not  know  anything  about  it. 

Mr.  Steele.  The  Hog  Island  matter  did  not  come  before  you 
board  at  all  ? 

Mr.  Talbert.  It  was  at  one  time  brought  before  the  claims  boan 
in  Philadelphia,  and  probablv  in  January,  the  case  was  referred  to 
member  of  the  board  named.  Mr.  John  Meigs  and  myself  to  make 
report  and  recommendation.  We  commenced  work  on  the  case 
but  only  worked  a  day  or  two,  when  I  got  information  that  the  cas 
would  be  handled  in  Washington.  I  do  not  remember  now  jus 
how  that  information  was  conveyed  to  me,  but,  anyhow,  I  was  in 
formed  to  not  go  any  further  with  it;  that  the  matter  would  be  dis 
posed  of  at  once. 

Mr.  Steele.  Who  so  informed  you  ? 

Mr.  Talbert.  I  could  not  remember  that. 

Mr.  Steele.  Some  superior  oflScer  ? 

Mr.  Talbert.  Sure;  probably  the  chairman  of  the  board. 

The  Chairman.  Mr.  Talbert,  these  wood-ship  contracts  are  mostb 
cost-plus  contracts,  are  they  not  ? 

Mr.  Talbert.  On  the  Atlantic  and  Gulf  coasts  they  are  prac 
tically  all  cost  plus — the  great  majority  of  them  are,  at  least. 

The  Chairman.  They  3l  being  cost-plus  contracts,  will  you  stat< 
upon  what  the  claim  of  contractors  is  based  that"  they  are  practically 
all  on  the  verge  of  bankruptcy? 

Mr.  Talbert.  Yes,  sir;  I  will  be  glad  to  do  that.  I  can  do  tha 
better  by  giving  you  a  case  which  is  applicable  to  practically  all  o 
them. 

The  Chairman.  That  is  what  I  would  like  to  have  for  the  purpose 
of  the  record. 

Mr.  Talbert.  You  could  take  the  Kingston  Shipbuilding  Co.  oi 
the  Atlantic  coast.  It  is  in  New  Jersey  or  New  liork.  They  orig 
inally  had  a  contract  for  four  Ferris  hulls  at  a  lump-sum  price  of,  say 
$300,000  each.  Later  a  great  many  changes  and  conditions  anc 
eliminations  were  made  in  the  specifications,  and  there  was  quite  ( 
contention  and  dispute  as  to  just  what  the  contractor  would  b< 
entitled  to,  as  to  how  much  this  $300,000  should  be  increased;  anc 
to  take  it  over  the  country  generally,  the  contractors  had  got  to  th- 
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point  when  they  had  built  two  or  three  of  these  ships  and  where  they 

were  using  up  all  their  funds,  and  the  progress  payments  would  not 

take  care  of  the  expenses.     They  were  getting  to  the  point  where 

they  had  to  have  money,  and  they  were  calling  and  wanting  advance 

money  on  these  changes  and  extras,  and  the  contention  got  so  severe 

•nd  the  contractors  got  so  much  in  need  of  funds  that  they  were 

called  to  Philadelphia.     They  had  a  number  of  meetings,  wHere  all 

the  contractors  were  present  at  a  conference,  and  it  was  decided  to 

change  those  contracts  over  from  the  lump  sum  to  cost  plus,  that 

would  take  care  of  all  the  immediate  needs  and  to  give  them  contracts 

for  additional  ships. 

I  might  say,  in  starting  out,  that  when  this  Kingston  Co.  got  con- 
tracts tor  four  ships  for  $300,000  apiece  it  became  necessary  lor  them 
to  build  a  yard  in  which  to  build  tnese  ships.  It  might  be  presumed 
that  the  average  cost  of  the  yard  to  them  was  about  SoOO,000,  that 
they  paid  for  that  yard,  and  the  yard,  we  will  say,  now  is  worth 
KO.OOO,  which  is  a  pretty  fair  price  for  all  of  them,  taking  them  as  a 
whole. 

After  these  conferences  their  contract  was  changed  over  to  a  cost- 
plus  contract,  and  all  those  contracts  are  set  up  practically  in  two 
parts:  In  the  first  part  it  relates  to  those  four  original  hulls  and  the 
last  part  relates  to  the  new  ships  that  were  awarded.  On  those  four 
hulls  it  was  agreed  that  the  Fleet  Corporation  would  pay  all  the  costs 
retroactively,  back  to  the  beginning  of  the  work,  and  would  also  pay 
all  the  costs  in  the  future — and  *'cost"  is  very  specifically  defined  in 
the  contract.  There  are  about  six  or  seven  different  little  paragraphs 
dearly  defining  what  the  costs  are  to  be. 

And  the  contract  provides  that  for  these  four  hulls,  the  building 
of  them,  the  contractor  to  get  a  fee  of  $15,000  per  hull.  That  is 
not  divided  or  split  up  in  any  way,  but  the  contract  reads  something 
like  this,  that  *'ior  the  completion  of  said  hulls  and  for  all  the  claims 
that  the  contractor  mav  have  to  date,  of  every  kind,  character,  and 
description,  it  is  agreecf  that  he  shall  be  paid  $15,000  per  hull.'' 

Then  the  contract  takes  up  the  awarding  of  new  hulls,  and  in 
this  case  of  the  Kingston  Shipbuilding  Cq.  is  stated  that  he  shall  have 
three  additional  huus  to  be  ouilt  on  a  cost-plus  basis,  and  "cost''  is 
defined  in  practically  the  same  way  as  denned  in  the  original  four 
hulls. 

And  for  his  fee  in  building  those  ships  he  is  to  receive  $15,000  per 
ship,  $8,000  of  which  shall  be  considered  as  profit  and  $7,000  shall  be 
considered  as  plant  depreciation. 

In  this  case,  after  the  awarding  of  this  second  contract,  we  can- 
celed all  these  last  three  ships  and  we  canceled  one  of  the  original 
four  ships.  In  making  the  settlement  with  the  Kington  Shipbuild- 
Dig  Co.  we  passed  a  resolution  reciting  that  on  this  original  con- 
tract for  four  ships  that  we  would  pay  the  contractor  $15,000  per 
sWp,  even  though  he  did  not  build  one  of  them.  That  would  be 
three  times  $15,000  or  $45,000.  That  might  api)ear  to  the  committee 
that  that  was  paying  for  work  not  done,  but  our  answer  to  that  is 
this,  that  in  the  clause  providing  payment  for  these  four  ships,  it 
stated  it  is  not  only  for  completing  the  ships,  but  in  lieu  of  all  the 
clauns  he  may  have  and  in  full  satisfaction  of  all  these  claims,  extras 
•^d  any  compensation  tliat  he  might  have. 

The  Chairman.  In  the  future  ^ 
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Mr.  Talbert.  In  the  future  regarding  those.  So  wo  allowed  hi 
$15,000  per  hull  for  each  of  the  four  original  hulls  at  $15,000,  whi 
makes  $60,000. 

The  Chairman.  But  you  canceled  one  of  them. 

Mr.  Talbert.  We  canceled  one  of  them,  but  hi  any  case  where  tl 
original  hull  was  canceled  we  still  paid  him  $15,000  regardless.  A 
of  these  last  three  hulls  were  canceled,  and  in  this  case  there  hi 
been  no  work  done  at  all.  He  did  not  have  $25  worth  of  materi 
ordered.     So  we  are  gettuig  out  very  lucky  on  that. 

Under  our  regular  procediu^e,  we  would  pay  the  Kuigston  Shi] 
building  Co.  no  part  of  the  $8,000  mentioned  as  profit,  because  ih 
would  be  clearly  paying  him  profit  for  something  he  had  n( 
done.  But  we  would  pay  him  the  $7,000  on  each  hull  for  deprecit 
tion,  and  three  times  seven  is  twenty-one,  because  the  contract  pre 
vides  that  $7,000  of  that  fee  of  $15,000  shall  be  considered  as  deprc 
ciation. 

So  we  paid  that  contractor  altogether  $81,000,  wiiich  is  all  th 
cash  that  he  ever  gets  out  of  the  Fleet  Corporation:  all  the  rest  i 
just  reimbursement  for  cost. 

We  go  back  to  his  plant,  w^hich  costs  $300,000,  and  it  is  now  wortl 
$50,000.  There  is  $250,000  that  that  man  has  lost  on  his  plant 
Under  our  award  we  pay  him  $81,000,  and  he  still  loses  the  diflei 
ence — he  and  his  bankers  and  brokers. 

But  imdor  the  contract  itself,  the  attorneys  for  the  Fleet  Corpora 
tion  have  always  contended  that  we  have  construed  it  as  liberally/ 
possible,  especially  in  payuig  $15,000  on  a  hull  that  he  did  not  bui' 
at  all,  and  paying  him  all  that  part  of  depreciation  that  is  mention^ 
in  the  contract  as  depreciation. 

But  you  can  readily  see  the  condition  that  that  leaves  a  man  i 

The  t!H AIRMAN.  Suppose  he  had  completed  the  other  three  shij 
where  would  he  have  been  1 

Mr.  Talbert.  He  would  get  $24,000  more — h(*  would  get  $105.0 
to  take  care  of  a  $250,000  loss. 

The  Chairman.  He  would  still  be  broke  ? 

Mr.  Talbert.  He  would  still  be  broke;    and  it  is  to  take  care 
cases  of  that  kind  that  the  Congress  has  been  asked  to  intervene  ar 
to  take  some  action. 

Mr.  CoNNALLY.  Right  there,  if  I  may  interrupt,  and  I  think 
would  help  all  of  us:  These  contractors  that  are  in  that  conditit 
have  been  claiming  aroimd  here  generally  that  Mr.  Hurley,  or  son 
one  else  in  the  Shipping  Board,  had  given  them  verbal  assurances  a 
along  that  even  though  the  war  might  terminate  shortly,  that  sti 
we  needed  these  ships,  and  that  they  could  reasonably  expect  eith( 
from  the  Shipping  Board  or  from  private  parties  a  continuation  • 
the  shipbuilding  program  for  two  or  three  years.  Is  there  anythii 
in  the  Shipping  Board  records,  to  your  knowledge,  either  in  resol 
tions  or  any  otner  way,  that  would  tend  to  substantiate  any  claim 
that  kind  ? 

Mr.  Talbert.  I  never  have  seen  anv  written  document  confinnii 
that.  I  have  never  been  able  to  find  any  written  statement,  but 
have  talked  with  numerous  fleet  officials  who  were  present  at  son 
of  these  conferences  with  wooden  shipbuilders,  and  they  tell  me  thi 
thoy  heard  Mr.  Hurley  tell  them  when  they  were  changing  over  thi 
they  would  be  taken  care  of. 
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Mr.  CoNNALLY.  "Taken  care  of — that  is  a  broad  term. 
Mr.  Talbert.  I  will  explain  that  to  you. 

Mr.  Steele.  Can  you  tell  when  those  were  taken  over  and  those 
new  contracts  made? 

Mr.  Talbert.  That  was  in  1918  when  they  were  changed  over,  in 

the  early  part — ^May  or  June,  along  in  those  months.     I  have  been 

told  by  fleet  officials  that  at  one  conference  in  Philadelphia  with  the 

wooden  shipbuilders  when  the  fleet  was  demanding,  practically,  that 

they  come  over  on  the  cost  plus  basis,  that  they  took  an  example,  just 

B8  i  have  here,  and  asked  Mr.  Hurley  and  the  fleet  people  where  the 

wooden  shipbuilders  would  get  off  in  case  of  any  cancellation  or  in 

ease  they  did  not  get  any  more  contracts,  and  that  he  verbally 

Msored  them  that  it  was  the  intention  of  the  corporation  to  carry 

(HI  this  shipbuilding  program  for  several  years,  and  that  he  could  at 

least  assure  them  they  would  have  three  turns  to  the  ways;  that  is, 

ij  1^  that  they  would  be  allowed  to  build  three  ships  on  each  way  they  had. 

The  CfeAiRMAX.  Mr.  Hurlev  was  chairman  of  the  board  at  that 

tone? 

Mr.  Talbert.  He  was  chairman  of  the  Shipping  Board,  the  highest 

.'Iftl  official  connected  with  the  fleet. 

1  £t     Mr.  CoNNALLY.  This  was  in  an  official  conference,  was  it,  where 

they  were  discussing  this  matter,  not  privately  ? 
'.>'-J  Mr.  Talbert.  I  was  in  a  general  conference,  I  think,  with  the 
■alir  J  builders.  Of  course,  in  addition  to  that  I  think  there  was  a  good 
-  ^^|  deal  of  pressure  brought  to  bear  to  make  the  builders  believe  that  the 
^•'^'1  Drwam  would  last  Tour  years.  Otherwise,  no  sensible  man  would 
huild  a  plant  to  construct  one  set  of  shij)s. 

Mr.  CoNNALLY.  You  said  a  moment  ago  that  this  Shipping  Board 
called  the  wooden  shipbuilders  and  was  insisting  on  turning  over 
from  the  Itimj)  sum  to  cost  plus,  while  the  Shippmg  Board  uisisted 
on  converting  these  contracts;  what  was  the  occasion  for  that? 

Mr.  Talbert.  They  had  used  up  all  their  progress  payments  and 
^ore,  and  the  Fleet  Corporation  had  to  advance  money,  and  it  was 
thought  it  would  be  better  to  all  parties  just  to  put  them  on  a  straight 
^09t  plus  basis. 

Mr  CoNNALLY.  At  that  time  had  or  had  not  it  been  demonstrated 
^  anv  degree  that  these  wooden  ships  would  be  practically  worthless  ? 
-^ad  it  not  already  at  that  time  been  demonstrated  pretty  thoroughly 
^hat  the  steel  ship  was  the  only  ship  to  build? 

Mr.  Talbert.  Surely,  except  just  as  an  emergency;  I  tliink  the 
^ooden  ships  wore  all  the  way  through  considered  as  an  emergency, 
^Cause,  if  you  remember,  in  1918  and  up  until  probably  in  October, 
^«e  concensus  of  opinion  was  that  the  war  would  last  over  into 
^^other  year  at  least,  and  while  I  presume  all  the  officials  knew  that 
^ter  the  war  all  wooden  ships  would  not  be  worth  much,  but  they 
^ere  worth  a  great  deal  at  that  time  just  as  an  emei-gency  measure. 
Mr.  Connally.  Were  practically  all  of  these  wooden  sliips  ocean- 
filing  ships  ? 

Mr.  Talbert.  Yes,  sir. 

Mr.  Steele.  Do  you  recall  whether  Mr.  Hurley  stated  hL's^\>e\\el  mat 
^Ho  war  would  lasf  for  a  period  of  two  years,  or  whether  xr  "\^  ^*«»  w^ 
absolute  promise  to  them  that  the  contracts  would  last  ioMr-  ^^enod  o 
^^To  years  ? 

Mr.  Talbert.  Of  course,  you  understand  I  was  not  pre^t.'s^cic^^^^  ^ 
^f  those  conferences,  and  was  not  even  with  the  Shiv\^^!'^r^«5^  ^^^^'^'^ 
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that  time  myself.  I  did  not  come  \mtil  April,  1919.  This 
second  and  tnird  hand ;  I  never  had  a  talk  with  Mr.  Hurley  abou 
my  life,  but  the  most  of  the  information  I  get  is  from  McNitt,  wV 
attorney  for  the  wood  ship  division,  and  no  is  the  man  who  dr 
these  wood-ship  contracts,  and  I  know  he  has  always  felt  thi 
wood  shipbuilders  were  beii^  very  imjustly  treated. 

Mr.  CoNNALLY.  Where  is  Mr.  licNitt  now  ? 

Mr.  Taj.bert.  He  is  in  Chicago. 

Mr.  CoKNALLY.  Not  connected  in  anv  way  with  the  Shi 
Board? 

Mr.  Talbert.  Oh,  no,  sir;  he  resigned  in  November,  1919. 

Mr.  CoNNALLY.  I  am  very  glad  to  get  that  information, 
frank  to  say  I  have  always  been  very  reluctant  to  entertain  i 
these  contentions  of  these  wood  shipbuilders,  that  they  hac 
money,  and  thought  it  was  largely  ''moonshine.^' 

The  Chairman.  Mr.  Talbert,  will  you  take  a  case  of  the  w 
shipbuilder  where  they  had  a  cost-plus  contract  at  the  begii 
where  the  Fleet  paid  for  building  a  ship,  where  the  fleet  paid  f( 
cost  of  the  ship  construction,  and  explain  how  they  can  say  thai 
are  broke  ? 

Mr.  Talbert.  They  are  not  broke,  and  they  can  not  claim  tha 
are. 

The  Chairman.  A  good  many  of  them  are  making  that  clain 

Mr.  Talbert.  Not  that  I  know  of — cost  plus  from  the  beginc 
and  where  the  Fleet  owned  the  yard  and  the  fleet  paid  all 
costs? 

The  Chairman.  Yes. 

Mr.  Talbert.  I  do  not  know  of  any  of  those  making  a  clain 
as  that. 

The  Chairman.  You  do  not  know  of  any  wooden-ship  conti 
that  wants  settlement  with  the  Shipping  Board  who  had  a  cos 
contract  at  the  beginning,  where  the  Fleet  Corporation  built 
yard,  claiming  that  they  should  be  settled  with  upon  the  same 
as  these  other  companies  that  were  also  promised  additional  shi 

Mr.  Talbert.  No.  Their  claim  is  simply  for  profits  which  ^ 
not  pay.     The  Midland  Bridge  is  one  of  that  kind. 

The  Chairman.  Give  us  an  example  of  that  now,  as  you  figure 
others.     I  would  like  to  have  the  two  classes. 

Mr.  Talbert.  The  Midland  Bridge  had  a  contract  for  six  be 
believe,  the  Fleet  Corporation  to  build  the  yard  and  to  pay  a 
ship  costs,  and  they  were  to  get  a  fee  of  $8,000  per  boat.  I  d 
remember  how  many  they  built — I  believe  it  was  two;  Mr.  McK 
would  know,  if  he  was  here.  Well,  it  does  not  matter  about  the 
ber.  They  built  some  of  these  boats,  for  which  we  did  pay  the 
full  $8,000,  and  they  had  ordered  materials  and  had  done  some 
on  the  rest  of  them,  but  very  little.  When  we  made  our  awart 
the  Midland  Bridge  we  paid  them  the  fees  on  the  boats  that  the 
fully  completed,  and  we  paid  them  the  percentage  of  their  fee  ( 
other  boats;  for  instance,  if  they  had  one  of  the  other  hulls  1 
cent  complete  we  paid  them  25  per  cent  of  the  $8,000;  in  other  ^ 
we  paid  them  for  the  work  that  they  actually  did,  measured  1: 
contract  yardstick. 

The  Chairman.  And  they  are  claiming  what  they  might  have 
if  the  others  had  not  been  canceled  I 
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Kr.  Talb£BT.  Yes,  sir;  what  they  might  have  made  if  the  others 
not  been  canceled,  and  they  claim  they  would  have  made  $8,000, 
they  are  claiming  the  difference  between  what  we  have  awarded 
Q  and  the  S48,000.  But  we  will  not  entertain  a  claim  of  that  kind 
11,  as  it  is  fees  for  something  they  did  not  do,  and  wo  took  the 
ition  that  we  have  no  right  to  pa}'  that;  whether  it  is  legal,  we 
not  pay  it,  we  will  not  pa}'  it. 

The  Chairman.  You  have  not  heard  of  any  contractors  in  that 
<lasB  who  have  made  the  claim  that  they  arc  broke  i 
Mr.  Talbert.  I  do  not  see  how  they  could  be. 
The  Chairman.  I  know  they  could  not  be,  but  I  say  **who  have 
made  the  claim,"  that  they  are  on  the  verge  of  bankruptcy. 
Mr.  Talbert.  I  do  not  know  of  any  of  those. 
The  Chairman.  Are  you  familiar  with  the  Standifer  settlement — 
Iforgot  to  ask  you  that  this  morning. 
K«Hm    ^'  Talbert.  Standifer  are  all  now  before  the  construction  claims 
\mA  and  before  Mr.  Adamson  and  the  construction  division. 
The  Chairman.  You  testified  they  were  now  waiting  consideration  ? 
Mr.  Talbert.  Yes,  sir;  we  have  not  received  reports  from  Adam- 
son  or  from  the  construction  division  yet. 

The  Chairman.  So  that  there  has  been  no  action  or  recommenda- 
tion taken  on  that  ? 
Mr.  Talbert.  No.  sir. 

The  Chairman.  With  reference  to  the  Perley-Morse  employment 
l>y  the  Shipping  Board,  that  is  a  matter  that  you  had  nothmg  to  do 
^th,  either  by  way  of  recommendation  or  actual  employment  ? 

Mr.  Talbert.  No,  sir;  I  know  nothing  about  that  whatever  except 
^iinply  the  fee,  and  so  on,  that  I  have  heard  of  it. 

Ine  Chairman.  Did  you  ever  hear — that  is,  did  any  official  of  the 
fleet  Corporation  ever  tell  you — that  the  Perley-Morse  concern  had 
Jfeviously  made  an  audit  of  the  books  of  the  Fore  River  Corporation 
^  connection  with  the  Luchembach  contracts,  and  that  it  was  a 
'^t  of  that  audit  that  they  were  employed  by  the  Shipping  Board 
^  make  a  further  audit  of  the  Bethlehem  books  ? 
Kr.  Talbert.  I  do  not  remember  of  hearing  that. 
The  Chairman.  At  these  conferences  with  the  wooden  shipbuilders 
*J  the  time  of  converting  the  contracts  to  the  cost-plus  basis,  were 
*here  any  minutes  of  this  conference  kept,  do  you  know? 
^Mt,  Talbert.  I  have  heard  that  there  were;   and  I  have  made  an 
^"ort  to  get  them,  but  I  never  did  get  ahold  of  them.     They  were 
^  or  destroyed. 
^The  Chairman.  And  none  of  the  wood-ship  builders  have  been  able 
^furnish  you  with  anv  written  evidence  of  these  charges? 

Mr.  Talbert.  No^  sir. 
^.  The  Chairman.  You  stated  that   the  wooden  ship  fleet  is  prac- 
^^ly  worthless.     You  mean  the  ships  that  have  been  completed  and 
P^t  into  operation '( 

.  Mr.  Talbert.  Yes,  sir;  when  I  say  ''practically  worthless,''  that 
^  ^t  variance  with  what  thev  c^ost.  These  ships  are  worth  about 
**M00  or  $75,000  per  hull,  whereas  the  average  cost  was  «600,000. 

The  Chairman.  I  mean  a  completed  ship,  with  the  machinery  and 
^^erything  in  it. 
Mr.  Talbert.  I  do  not  know  what  they  are  selling  at  now. 
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The  Chairman..  What  I  am  trying  to  get  at,  Mr.  Talbert,  is  whethei 
you  included  the  completed  ship  with  the  machinery  and  everything 
equipped  for  operation,  in  your  calculation  when  you  said  ''ships  wew 
practically  worthless. ' * 

Mr.  Talbert.  I  had  reference  particularly  to  the  hull. 

The  Chairman.  You  meant  these  large  Fleet  wooden  hulls  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  And  you  further  said,  as  I  understood  you,  that 
practically  every  wood-ship  contractor  lost  money  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  any  claims  to  that  effect 
have  been  made  by  the  Pacific-American  Fisheries  Co.  ? 

Mr.  Talbert.  I  do  no  recall  their  claim  at  all. 

The  Chairman.  They  had  a. claim,  did  they  not? 

Mr.  Talbert.  I  have  not  heard  of  it,  if  they  have. 

The  Chairman.  They  built  the  ships  and  delivered  them  according 
to  contract  and  were  paid  and  no  further  claim  was  ever  made  ? 

Mr.  Talbert.  I  do  not  know;  1  do  not  remember  any  claim. 

The  Chairman.  Did  you  ever  hear  that  company  mentioned  ? 

Mr.  Talbert.  No,  sir. 

The  Chairman.  The  Pacific- American  Fisheries  Co.,  at  Bellingham 
Wash.  ? 

Mr.  Talbert.  I  do  not  remember  ever  having  heard  of  them, 
am  quite  sure  they  have  not  been  pressing  any  claims  or  I  would  cal 
them  to  mind. 

The  Chairman.  Have  you  ever  heard  of  any  cancellation  of  theii 
contract  ? 

Mr.  Talbert.  No.  The  west  coast  wooden-ship  builders  nearlv 
all  contend  that  they  would  get  out  and  would  not  lose  money  if 

f roper  amounts  were  allowed  them  for  changes  and  extras.  But 
think  they  will  lose  money  on  the  allowances  made  for  changes 
and  extras.  However,  they  lelt  much  cheaper  and,  in  fact,  they  are 
in  a  good  deal  better  shape  financially  than  the  southern  and  east 
coast  builders. 

The  Chairman.  The  wooden-ship  construction  on  the  Pacific 
coast  was  a  little  different  than  it  was  on  the  Atlantic  coast,  was  it 
not — a  newer  proposition. 

Mr.  Talbert.  Very  few  of  them  went  on  cost  plus;  they  were  on 
lump  sum. 

Tne  Chairman.  And  there  was  less  of  that  prior  to  this  emerseac; 
program  going  on  on  the  Pacific  coast  than  there  was  on  the  Atlanti 
coast,  was  there  not,  in  wooden-ship  construction  ? 

Mr.  Talbert.  I  think  so;  yes,  there  were  not  so  many. 

The  Chairman.  Old  yards. 

Mr.  Talbert.  I  am  not  sure;  there  were  no  yards  on  the  w"^ 
coast,  wooden-ship  yards.  The  McEagherern  Co.  nad  an  establisl^ 
yard. 

The  Chairman.  Do  you  know  of  any  going  yards  for  wooden-^l^ 
construction  on  the  Al  tan  tic  coast  ? 

Mr.  Talbert.  No,  sir;  I  do  not  know. 

The  Chairma  n  .  Verv  few,  however  ? 

Mr.  Talbert.  I  think  so ;  I  think  there  were  very  few. 

The  Chairman.  In  adjusting  these  claims,  did  your  board  a 
across  instances  of  padded  pay  rolls  ? 


SHIPPING  BOARD  OPERATIONS.  3443 

Mr.  Talbbrt.  That  has  been  charged  in  a  few  cases. 
The  Chairman.  How  much  of  an  investigation  did  your  board  make 
about  that  ? 

Mr.  Talbert.  We  called  the  attention  of  the  finance  division  to 
it,  and  of  the  people  who  were  practically  handling  it,  and  we  tried 
to  make  due  allowance  for  it  wnen  we  came  to  settle  with  that  con- 
tractor. 

The  Chairman.  Were  there  instances  where  allowances  were  made 
for  that? 

Mr.  Talbert.  That  was  kept  in  mind  in  making  our  allowances. 
but  where  there  is  a  padded  pay  roll,  of  course,  the  finance  division, 
where  they  could  find  the  actual  padding  and  knew  so  much  was 
actually  added,  there  they  strike  that  out  and  they  do  not  reimburse 
the  contractor  for  that.  In  fact,  we  penalize<l  them  for  that;  and  we 
also  get  that  in  mind  in  passing  on  the  rest  of  his  claims,  just  acting 
cm  the  theory  that  if  a  man  is  careless  or  wrong  in  one  instance,  we 
oujBcht  to  be  a  little  careful  in  scrutinizing  his  claims. 

The  Chairman.  What  I  meant  was,  in  the  settlement  would  you 
have  an  item  out  there  for  so  much  deductions  ? 

Mr.  Talbert.  No;  I  do  not  remember  that  we  have  done  that, 
because  it  has  not  been  put  up  to  us  in  such  a  way  that  we  could 
deduct  a  certain  amount. 

The  Chairman.  Did  your  board  during  its  operations  come  across 
conditions  in  the  prosecution  of  these  contracts  which  you  felt  should 
be  remedied,  and  did  you  take  action  to  make  recommendations  as  to 
change  of  conditions  in  the  yard  or  was  not  that  within  your  province  ? 
Mr.  Talbert.  That  was  not  within  our  province,  and  in  most  cases 
where  claims  before  us  the  work  has  been  clone. 

The  Chairman.  The  work  has  all  been  done,  and  what  has  hap- 
pened has  happened  ^       -  . 

Mr.  Talbert.  It  is  a  question  of  viewing  the  corpse,  in  most 
instances. 

The  Chairman.  And  if  there  have  been  improper  practices  or 
unlawful  expenditures  of  funds  or  padding  of  pay  rolls  and  things 
of  that  sort,  when  it  gets  to  your  board,  about  all  that  is  left  for 
you  to  do  is  to  ascertain  as  accurately  as  you  can  those  facts  and 
make  such  allowances? 
Mr.  Talbert.  Yes,  sir. 
Tte  Chairbian.  And  is  that  what  you  did  i 

Mr.  Talbert.  That  is  what  we  do.  Of  course,  if  at  any  time  we 
CMi  find  out  that  an  item  is  absolutely  wrong  or  false,  or  made  up 
ftt)m  false  premises,  we  cut  that  out  entirely.  But  we  do  not  always 
condemn  a  contractor  in  our  minds  just  because  there  might  be  some 
diarge  of  some  one  of  the  employees,  or  some  Fleet  employees  doing 
some  wrong  individual  act.  Then,  the  case  mentioned  here  this 
nioming,  when  Mr.  McKeon  was  testifying:  Some  irregularities 
''^ht  take  place  that  the  contractor  would  not  countenance  and 
^onld  not  be  responsible  for,  but  if  it  is  to  such  an  extent  that  we 
^Wnk  the  contractor  is  a  party  to  it,  then  we  try  to  view  the  claims 
^th  a  great  deal  of  scrutmy  aud  care. 

The  CWiRMAN.  I  suppose  it  is  your  observation  from  the  work 

yo^  have  been  doing  on  this  board  that  there  has  been  necessarily 

?^*^e  waste,  because  of  lack  of  not  only  experienced  shipbuilders, 

'^^t  lack  of  silled  workmen,  and  also  lack  of  competent  inspection. 

^Cr.  Talbert.  Yes,  sir;  sure,  that  is  true. 
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The  Chairman.  And  that  was  due  particularly  or  in  large  measui 
to  the  magnitude  of  the  program  which  was  embarked  upon  and  tl 
suddenness  with  which  it  had  to  be  started  and  prosecuted  ?     * 

Mr.  Talbert.  There  were  not  enough  competent  men  in  th 
country  at  the  time  to  become  inspectors  and  to  oversee  the  wori 
They  had  to  be  trained  and  put  in  siiape  just  as  soon  as  possible. 

The  Chairman.  The  same  as  the  workmen  in  the  yards  and  tb 
same  as  some  of  the  builders  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  In  balancing  up  and  general  operations  of  tb 
Fleet  Corporation,  do  you  think  that  the  best  way  would  be  to  jus 
charge  oflt  these  wooden  hulls  we  have  around  here,  call  that  a  pari 
of  the  war  cost,  or  would  you  care  to  express  an  opinion  on  that  ? 

Mr.  Talbert.  Of  course,  I  have  nothing  to  do  with  the  sale  ol 
those  hulls. 

The  Chairman.  I  understand  that. 

Mr.  Talbert.  But  my  opinion  is,  just  as  a  citizen,  that  thej 
ought  to  be  sold  or  g;iven  away;  that  is,  if  they  can  be  of  any  use 
in  any  way  to  the  United  States  or  to  any  of  its  citizens,  they  oughl 
to  be  sold  at  such  sums  as  may  be  so  that  we  can  get  entirely  rid 
of  them  as  soon  as  possible;  then,  whatever  we  do  get,  take  credit 
for  that  and  charge  the  rest  oflF  as  war  emergency.  The  expenditure 
was  made  to  meet  a  condition  which  did  not  arise  by  reason  of  the 
armistice.  They  were  made  to  supply  our  soldiers  with  food  and 
ammunition  and  to  carry  on  conunerce  during  the  war,  and  the 
war  ceased  before  they  became  of  use,  just  like  tne  big  powder  plant 
down  in  Tennessee  that  the  War  Department  has.  It  nas  just  beer 
charged  off;  it  is  no  longer  of  any  use. 

Mr.  Connally.  Right  in  that  connection,  it  is  conceivable  tha 
these  wooden  ships  could  be  utilized  by  private  individuals  for  sona 
purpose. 

Mr.  Talbert.  I  have  heard  of  some  of  them  being  converted  in^ 
barges  for  carrying  oil. 

Mr.  Connally.  Barges  for  coastwise  shipping,  around  the 
harbors. 

Mr.  Talbert.  If  they  can  be  used  for  anything  they  ought  to 
used.     I  presume  Capt.  Foley,  who  is  here  now,  when  you  call  hi^ 
can  give  you  something  alon^  that  line,  because  he  is  an  able  m^ 
and  knows  something  about  tne  uses  to  which  they  might  be  put. 

Mr.  Connally.  Mr.  Talbert,  on  the  questions  propounded  by  tl 
chairman  a  little  while  ago,  about  inexperienced  wood-ship  buildec 
and  about  the  percentage  of  people  capable  of  building  woode 
ships,  compared  with  those  in  tne  steel-ship  building  line. 

Mr.  Talbert.  It  was  much  better,  I  think. 

Mr.  Connally.  Is  it  not  a  fact  that  employees  who  had  bee 
engaged  in  building  bridges,  steel  buildings,  and  things  of  that  kir 
were  perfectly  capable  and  experienced,  so  as  to  be  able  to  fabrica- 
steel  ships,  as  riveters  and  thin^  of  that  kind;  could  they  not  tur: 
those  fellows  right  into  the  shipbuilding  plants  and  put  them 
work  ? 

Mr.  Talbert.  I  know  nothing  about  that  as  a  practical  matt^ 
But  my  opinion  is  that  they  could  go  to  work  and  could  handle  st^ 
and  the  riveting  and  build  steel  ships  better  than  wooden  ships. 

) 
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Mr.  CoNNALLY.  Oh,  surely.  But  I  mean,  a  great  many  more  in 
loportion  were  skilled  in  the  steel-ship  building  line  than  wooden 
kij^. 

Mr.  Talbert.  I  presume  there  were,  because  wooden  ships  had 
lot  been  built  in  this  country,  I  think,  for  about  30  years. 
►  The  Chairman.  That  is,  a  bridge  builder  or  structural-iron  worker 

Ed  riveters  could  be  converted  into  steel-ship  builders  better  than 
use  carpenters  could  be  converted  into  wooaen-ship  builders  'i 

Ifr.  Talbert.  I  think  so;  ye,s,  sir. 
I  Mr.  Steele.  The  wooden-ship  industr^^  was  down,  you  say,  prac- 
jfieally  to  a  minimum  in  this  country  at  the  time  ? 
}  Mr'  Talbert.  Yes,  sir. 

Mr.  Steele.  There  had  not  been  many  built,  you,  say,  for  about 
90  or  30  years  previously  ? 

Mr.  Talbert.  That  is  my  understanding. 

Mr.  Steele.  So  it  was  practically  a  past  industrj^  in  the  country  ? 

Mr.  Talbert.  Yes,  sir. 

The  Chairman.  There  had  been  some  wooden  sailing  ships  built, 

.  Talbert,  and  were  being  built  right  along,  were  there  not  ? 

Mr.  Talbert.  A  very  few;  my  general  information  comes  from 
'tiDdnff  with  builders  and  with  Mr.  Skinner,  a  member  of  the  board, 
;|uit  tnere  had  not  been  many  wooden  ships  built  in  this  country 
for  about  30  years.  About  30  years  ago  and  prior  to  that  we  did 
WU  a  good  many  wooden  ships;  but  since  tnen  there  have  been 
jtBt  a  few  small  plants  scattered  around  over  the  country,  mostly 
up  in  Maine,  which  built  these  little  ships,  barges,  and  things  of  that 
kind. 

The  Chairman.  We  will  now  take  a  recess  until  2  o'clock  for 
luncheon. 

(Thereupon,  at  12.45  o'clock  p.  m.,  the  committee  took  a  recess 
until  2  o'clock  that  afternoon.) 

after  recess. 

.The  conmiittee  resumed  its  session  at  2  o'clock  p.  m.,  pursuant  to 
^^  taking  of  recess. 

'^stimovt  of  mr.  charles  richard  taylor,  bureau  of 
fbopertt,  supplies,  and  accounts,  general  comp- 
3^b0ller*s  department,  united  states  shipping 
Board. 

,!nphe  witness  was  duly  sworn  by  the  chairman.) 

^he  Chairman.  What  is  your  name  ? 

Mj.  Taylor.  Charles  Ricfiard  Taylor. 

-The  Chairman.  What  position  clo  vou  hold  with  the  Shipping 

■^4r.  Taylor.  Head    of    the    Bureau    of    Property,  Supplies,    and 

i!^unts  of  the  General  Comptroller's  Department. 

T^he  Chairman.  How   long   have   you    been    with    the    Shipping 

Mr.  Taylor.  Since  September  2,  1919. 

T^he  Chairman.  And  what  positions  have  you  held  with  the  board  ? 

Mr.  Taylor.  Just  the  one. 
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The  Chairman.  And  what  is  vour  position  t 

Mr.  Taylor.  Head   of   the    bureau    of   Property,    Supplies, 
Accounts. 

The  Chairman.  You  have  an  accounting  division? 

Mr.  Taylor.  Yes.  sir. 

The  Chairman.  Do  you  have  anything  to  do  wnth  the  sale^ 
property  ? 

Mr.  Taylor.  Accounting  for  the  sales  of  property. 

The  Chairman.  That  is,  after  the  sale  is  niacle  you  have  charg 
the  accounts  for  it  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  You  have  nothing  to  do  with  fixing  the  policy 
disposing  of  property,  or  selling  it  ? 

Mr.  Taylor.  Only  the  procedure  of  governing  the  sale  of  prop* 
that  affects  the  accounting. 

The  Chairman.  Now,  suppose  the  Shipping  Board  has  a  mas 
material  at  a  yard  which  it  aecides  it  wants  to  sell :  some  scrap  si 
or  other  material,  where  do  you  come  in  contact  with  that  situati 

Mr.  Taylor.  We  handle  the  accounting  incident  to  this  b( 
converted  from  what  we  term  a  current  asset  to  a  surplus  and  sah 
asset.     There  is  a  procedure  laid  down,  making  that  conversion, 
you  wish,  Mr.  Chairman,  I  do  not  mind  relating  the  procedure 
scribed  for  that. 

The  Chairman.  I  want  to  know  what  you  have  to  do  with  sel 
that  property. 

Mr.  Taylor.  I  have  nothing  whatever  to  do  with  it,  except  i 
certain  extent  supervising  the  prices  received  for  that  material,  bi 
upon  an  appraised  value. 

The  Chairman.  Do  you  fix  prices  ? 

Mr.  Tatlor.  No,  sir. 

The  Chairman.  How  do  you  supervise  the  prices  t 

Mr.  Taylor.  If  the  sales  division  of  the  property,  supplies, 
accounts  bureau  makes  a  sale  for  less  than  the  appraised  value, 
we  do  not  think  it  is  correct,  we  find  out  why  tne  material  is  b< 
sold  at  the  price  it  is  being  sold  at;  if  there  are  extenuating  circ 
stances ;  if  there  has  been  an  error  of  judgment  in  making  the  appra 
we  ask  for  that  information  from  the  supply  and  sales  aivi 
before  we  pass  on  the  sale  and  approve  the  sale. 

The  Chairman.  Can  a  sale  be  consummated  before  you  approvt 

Mr.  Taylor.  No,  sir;  it  can  not.     It  can  be  negotiated. 

The  Chairman.  No;  but  can  it  bo  made  and  the  money  pai 
before  you  approve  it? 

Mr.  Tayi/)r.  No,  sir:  the  general  comptroller's  department  ii 
apm-ove  it. 

The  Chairman.  You  arc  under  Mr.  Tweedale? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  You  are  in  his  department? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Now,  has  property  been  sold  and  money  pa 
without  your  approval  ? 

Mr.  Taylor,  bometimes  it  has  happened. 

The  Chairman.  How  did  that  happen? 
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Mr.  Tatlob.  a  lack  of  proper  functioning  of  those  responsible  for 
supply  and  sales  division  not  bringing  the  same  to  our  attention—- 

^tiie  attention  of  the  general  comptroller's  department  in  accordance 
dth  the  procedure. 

The  Chairman.  Assuming  that  there  is  a  lot  of  material  over  at  a 

where  operation  and  construction  work  has  ceased,  and  the 

»ping  Board  wants  to  get  rid  of  it  and  sell  it,  what  are  the  various 

that  will  have  to  be  taken? 
'.  Taylor.  As  a  fundamental  fact,  that  material  is  primarily 

ider  the  jurisdiction  and  in  the  custody  of  the  division  constructioia 
Lager. 

The  Chairman.  Yes. 

Mr.  Taylor.  When  he  has  determined  that  he  no  longer  needs 
jthat  material  to  complete  the  shipbuilding  program,  or  any  portion 
[if  it,  in  which  he  is  interested,  he  is  supposea  to  certify  that  material 
[en  prescribed  forms  to  the  supply  and  sales  division. 

llie  Ch.urman.  That  is,  at  rhiladelphia? 

Mr.  Taylor.  Well,  wherever  the  headquarters  were  at  the  time. 

The  Chairman.  Where  is  it  now? 

Mr.  Taylor.  In  Washington. 

The  Chairman.  The  supply  and  sales  division  i 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Is  that  the  division  Mr.  Lagren  is  in  charge  of? 

Mr.  Taylor.  He  is  in  charge  of  the  district  supply  and  sales  branch 
at  Philadelphia. 

The  Chairman.  Who  is  the  head  of  the  division  ? 

Mr.  Taylor.  Mr.  H.  B.  Miller. 

The  Chairman.  Now,  it  is  certified 

Mr.  Taylor  (interposing).  Then  the  inventory  section  inventories 
that  material,  and  the  appraisal  section  appraises  it;  when  it  has 
reached  that  stage  it  is  submitted  to  the  general  comptroller  s  depart* 
meut  for  his  acceptance. 

The  Chairman.  Through  your  bureau  ? 

Mx.  Taylor.  Through  my  bureau  finally.  It  goes  through  the 
district  office;  it  is  a  district  proposition;  it  is  a  decentralized  propo- 
ataon.  Formerly,  when  it  was  started,  it  was  a  centralized  activity; 
OD  January  1  the  proposition  became  decentralized,  and  each 
^strict  handled  the  proposition.  Prior  to  January  1  these  certifi- 
cations  were  supposea  to  be  accepted  by  the  manager  of  the  supply 
and  sales  section  himself,  or  nis  delegated  representative.  On 
January  1,  1920,  the  procedure  was  modified  and  the  work  decentral- 
ized, and  put  in  the  districts,  and  the  district  supplv  and  sales  mana- 
gers were  authorized  to  accept  certification,  ana  the  supply  and 
sales  division  of  the  district  comptroller,  on  the  part  of  the  general 
comptroller,  were  authorized  to  accept  satisfactory  certifications  if 
they  found  them  to  be  in  order;  if  they  were  not  in  order  they  were 
rejected  and  returned. 

The  Chairman.  Then  what? 

Mr.  Taylor.  If  the  property  was  accepted,  it  came  under  the 
material  section  of  the  supply  and  sales  division,  and  the  general 
comptroller's  department  charged  that  account  to  the  supply  and 
sales  division  at  the  appraised  value. 

The  Chairman.  Yes. 
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Mr.  Taylor.  The  difference  between  the  appraised  value  and  t 
original  cost  value  being  charged  to  an  account  known  as  apprais 
losses. 

The  Chairman.  Yes. 

Mr.  Taylor.  After  that  the  supply  and  sales  division,  through  tl 
procedure  prescribed,  proceeded  to  sell  that  material. 

The  Chairman.  Yes. 

Mr.  Taylor.  When  they  negotiated  a  sale  they  were  suppose 
or  are  supposed,  to  issue  a  sales  receipt  and  invoice  which  is  prepan 
by  the  supply  and  sales  division  usually,  together  with  the  lunds,  < 
initiatory  payments,  or  full  payments,  or  payment  on  term,  i 
prescribed  and  laid  down  in  the  sales  order;  that  was  certified  i 
the  resident  sales  manager  in  the  district.  He,  upon  advising  hin 
self,  either  accepted  or  rejected  that  sale;  if  it  was  in  conformit 
with  all  the  procedure  prescribed,  he  accepted  it  and  accepted  tl 
initiatory  money,  and  upon  that  the  supply  division  issued  shippiE 
instructions  for  the  custodian  of  the  property  in  the  warehouse  ( 
shipyard,  and  on  the  basis  of  that  he  shipped  the  goods  to  th 
customer.  In  the  meantime,  the  warehouseman,  or  whoever  is  i 
charge  of  the  material,  is  supposed  to  return  a  copy  of  these  shippin 
instructions  to  the  resident  sales  auditor,  on  the  basis  of  whicn  th 
invoice  passed,  and  the  transaction  was  closed. 

The  CiiAiRMAN.  Where  do  you  come  in  in  all  this — ^where  does  you 
bureau  come  in  in  all  this  ? 

Mr.  Taylor.  My  bureau  is  the  central  control  of  all  districts;  al 
the  certifications,  prior  to  January  1,  passed  through  my  bureai 
before  going  to  the  districts. 

The  Chairman.  Of  the  surplus  ? 

Mr.  Taylor.  All  surplus  materials  passed  through  my  bureau 
Upon  the  decentralization  all  certifications  were  then  forwarded  U 
our  bureau  from  the  districts.  We  maintained,  in  our  bureau,  t 
record  of  all  certifications  of  material  which  has  been  certified  bi 
whoever  had  authoritv  to  certify  salvage  and  surplus  material.  Wi 
also  keep  a  record  of  all  sales  made,  terms  of  payment,  terms  o 
accounting,  and  whatever  will  be  affected  by  the  material. 

The  Chairman.  In  the  case  of  material,  say,  at  Tacoma,  Wa.<^h.,  th< 
concentration  plant  there,  under  the  present  system,  if  John  Smitl 
goes  to  the  plant,  say,  on  January  10,  and  wants  to'  buy  certai^^ 
material  in  that  yard,  and  makes  a  bid  for  it,  how  long  will  it  be  befon 
he  will  be  able  to  get  his  material  under  the  present  procedure  ? 

Mr.  Taylor.  Not  any  longer  than  it  would  take  a  man  to  write  hi 
receipts  and  invoice  and  present  it  to  the  resident  sales  auditor  io 
acceptance  and  pay  his  money  in.  It  A\ould  depend  altogether  upo 
the  expedition  of  tlbe  people  who  are  handling  the  work. 

The  Chaiman.  So  tne  property  out  there  can  be  sold  on  the  sp^ 
by  the  resident  manager  or  tne  custodian  ? 

Mr.  Taylor.  No;  it  has  to  bo  sold  through  the  sales  section  of  t 
supplj'  and  sales  division.     The  custodian  there  has  no  authority 
sen  material  unless  he  is  so  delegated. 

The  Chairman.  Where  is  the  sales  section? 

Mr.  Taylor.  I'sually  the  sales  section  has  a  corps  of  salesmen  \w" 
handle  the  proposition. 

The  Chairman.  ^Vllere  would  the  sales  section  be  ? 

Mr.  Taylor.  On  the  west  coast  the  sales  section  is  in  Portland. 
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The  Chairman.  Then,  if  he  went  to  Tacoma,  he  would  have  to  get 
ihis  offer  or  bid  to  Portland  before  it  could  be  accepted  ? 

Mr.  Taylor.  My  understanding  is  that  there  is  a  salesman  sta- 
tioned there  that  can  meet  people  and  take  bids. 
The  Chairman.  Take  the  money  and  give  a  receipt  ? 
Mr.  Taylor.  No;  the  money  can  not  be  accepted  there.     It  would 
,  have  to  be  paid  to  the  resident  sales  manager,  who  could  take  the 
money  and  give  a  receipt. 
The  Chairman.  That  is  in  Portland  ? 

Mr.  Taylor.  That  is  in  Portland.     We  have  several  methods  of 
hiJidling  that.     If  a  yard  is  sufficiently  largje  to  justify  a  man  giving 
his  whole  time  and  attention  to  a  yard,  he  is  delegated  to  that  place 
to  approve  sales. 
Tne  Chairman.  Well,  is  there  one  at  Tacoma  ? 
Mr.  Taylor.  I  don^t  think  there  is  one  at  Tacoma. 
The  Chairman.  Why;  because  there  is  not  enough  property  there? 
Mr.  Taylor.  There  is  enough  property  there,  but  not  enough  sales 
to  iustifv  a  man  there  constantly  just  to  handle  those  sales. 

The  (Chairman.  Would  it  cost  any  more  to  have  him  there  than 
•t  Portland ;  it  would  not  cost  any  more  to  have  him  at  Tacoma  than 
at  Portland  ? 
Mr.  Taylor.  At  Portland  he  handles  other  sales  than  at  Tacoma* 
The  CHAIRMAN.  What  other  sales  ? 

Ifr.  Taylor.  Vancouver  and  other  places  around  there  from  which 
material  is  sold,  if  the  resident  manager  could  handle  the  proposition. 
The  Chairman.  Has  there  been  more  property  sold  at  the  Grant- 
Smith-Porter  yard  at  Portland — where  is  tnat  other  concentration 
point? 
Mr.  Taylor.  St.  Johns  concentration  yard. 
The  Obairman.  Where  is  that  ? 
Ifr.  Taylor.  At  Vancouver. 
The  CHAIRMAN.  At  Vancouver  ? 
^1    Mr.  Taylor.  Yes:  that  is  just  outside  of  Portland. 

The  Chairman.  That  is  the  place.     Is  there  not  more  property  be- 
ing sold  out  of  that  yard  than  there  is  out  of  the  Tacoma  yard  ? 
;?|    Mr.  Taylor.  I  can  not  answer  that  question  definitely  just  now 
Lil  without  going  to  the  records. 

ail    The  Chairman.  How  much  property  has  there  been  certified  as 
f}|  •wplus,  do  you  know  ? 

Mr.  Taylor.  Cost  or  appraisal  value  ? 
The  ^airman.  Appraised  value. 

Mr.  Taylor.  You  moan 

^he  Chairman  (interposing).  I  mean  for  all  districts. 
Afr.  Taylor.  Including  canceled  hulls,  approximatelv  886,000,000 
Mate. 

^tie  Chairman.  And  is  all  that  property  being  sold  i 
^iji*.  Taylor.  A  largo  part  of  it  has  l>eon  sold. 
^He  Chairman.  That  includes  what  has  boon  sold  ? 
;jj^.  Taylor.  Yes,  sir. 
ji  •'^lie  Chairman.  What  arc  the  canceled  hulls  appraised  at;  those 


are  afloat  at  the 

nosing).  In  pre 

appraised  value  ( 


ij^.  Taylor  (interposing).  In  proportion  to  the  cost? 
"*^-^ie  CHAIRMAN.  Xo;  what  is  tno  appraise 
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Mr.  Taylor.  They  amount  to  date  to  approximately  $15,000»000. 

The  Chairman.  $15,000,000? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  you  know  how  many  of  those  hulls  they  have? 

Mr.  Taylor.  I  would  prefer  to  refer  to  my  records  on  that  if  it 
is  a^eeable. 

iSie  Chairman.  Have  you  your  records  here? 

Mr.  Taylor.  No;  I  have  not.  I  did  not  know  what  questions 
you  were  going  to  ask,  and  I  did  not  bring  anything. 

The  Chairman.  Are  there  any  accumulations  oi  sales  receipts  in 
any  of  these  districts  that  have  not  been  transmitted  to  the  comp- 
troller's office  ? 

Mr.  Taylor.  At  the  present  time  very  few,  if  any.  That  condi- 
tion did  not  prevail,  however,  three  or  four  months  ago. 

The  Chairman.  What  was  the  reason  for  the  delay  in  transmittal 
of  those  ? 

Mr.  Taylor.  A  lack  of  conception  or  functioning  under  the  pro- 
cedure laid  down;  a  continual  change  in  personnel;  a  constant 
necessity  for  educating  new  personnel  in  handling  the  work. 

The  (Chairman.  Now,  is  tnere  any  considerable  amount  of  prop- 
erty which  has  been  sold,  or  arrangement  for  its  sale  has  been  mad!ej 
which  has  been  thrown  back  on  the  Shipping  Board  through  failure 
of  the  purchaser  to  carry  out  his  agreement  ? 

Mr.  Taylor.  Not  in  any  material  degree;  there  have  been  small 
amounts,  relatively  speaking;  not  in  any  great  amount. 

The  Chairman.  Approximately  what  was  the  cost  of  this  property 
the  appraised  value  of  which  is  about  $86,000,000;  what  was  the 
cost  of  it  ? 

Mr.  Taylor.  About  $240,000,000.  That  includes  shipbuilding 
material,  supplies,  plant  property  and  equipment  that  nas  been 
certified,  and  nulls  that  have  been  certified. 

The  Chairman.  So  that  the  appraised  value  is  a  little  over  one- 
third  of  the  cost  of  the  material  ? 

Mr.  Taylor.  Taken  at  a  lump  sum,  yes,  sir. 

The  Chairman.  Approximately,  at  your  own  figures? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Now,  liow  near  the  appraised  value  are  the  sales 
made? 

Mr.  Taylor.  Taking  it  as  a  lump  sum  up  to  date,  which  probably 
would  include  the  cream  of  that  stuff  whicn  has  been  certified,  there 
has  been  realized,  I  should  say,  approximately,  about  80  per  cent  of 
appraised  value. 

The  Chairman.  ()n  the  property  sold  ? 

Mr.  Taylor.  Yes;  on  tne  property  sold.  That  includes  the 
cream  of  the  stuff  that  was  sola. 

The  Chairman.  Some  of  it  was  sold  higher  than  the  appraised 
value,  was  it  ? 

Mr.  Taylor.  A  little,  but  very  httle. 

The  Chairman.  Is  the  market  value  for  that  material  at  the  pres- 
ent time  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  It  has  not  been  for  weeks,  has  it? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Of  course,  with  the  result  that  the  offers  you  get 
are  at  a  much  lower  percentage  of  the  appraised  value  ? 
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Mr.  Taylor.  Considerably. 

The  Chairman.  How  nearly  up  are  you  with  declaring  the  prop- 
erty surplus;  how  much  is  there  yet  to  be  declared  surplus,  if  you 
know? 

Mr.  Taylor.  I  would  estimate  that  at  least  80  per  cent  has  been 
certified  as  surplus. 

The  Chairman.  Are  any  cx)ntracts  made  now  without  the  knowl- 
edge of  the  home  office,  and  deliveries  of  material  ? 

Mr.  Taylor.  Not  now. 

The  Chairman.  Well,  can  the  material  be  sold  and  dehvered  be- 
fore the  home  office  knows  about  it  ? 

Mr.  Taylor.  Material  can  be  sold  and  delivered  under  the  instruc- 
tions without  the  home  office  being  apprised  of  the  fact  immediately, 
but  we  would  know  it  in  due  course. 

The  Chairman.  How  long  before  you  would  know  in  the  case  of 
the  sale  of  property 

Mr.  Taylor  (interposing).  Oh,  it  would  not  be  unknown  to  the 
district  manager  through  his  office,  but  the  home  office  would  not  be 
notified,  in  due  course,  for  probably  a  week  or  ten  days. 

The  Chairman.  A  week  or  10  davs  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  In  that  case,  if  the  home  office  should  have  a 
better  offer  for  certain  material  which  had  been  already  sold,  the 
resident  representative  of  the  home  office  would  not  know  about  that 
fact 

Mr.  Taylor  (interposing).  That  is  a  procedure  that  is  handled,  Mr. 
Chairman,  by  the  supply  and  sales  division;  it  only  comes  to  our 
attention  when  the  negotiation  has  been  agreed  to  for  our  acceptance 
of  the  sale.  The  negotiating  of  a  sale  by  the  districts  of  the  home 
office  is  a  supply  and  sales  activity  through  its  sales  section. 

The  Chairman.  Do  vou  know  of  any  instances  where  the  supply 
and  sales  division  of  tlie  Fleet  Corporation  have  handled  material 
which  has  been  sold  to  a  concern,  and  resold  to  somebody  else,  where 
they  practically  acted  as  a  selling  agent  for  the  purchaser  of  the 
matenal  ? 

Mr.  Taylor.  I  do  not  quite  get  that  question,  Mr.  Chairman. 

The  Chairman.  Do  you  know  of  any  instance  where  the  force  in 
the  supply  and  sales  department  in  any  particular  district  has  sold 
property  to  a  purchaser  and  then  actoci  for  the  purchaser  in  selling 
that  property  to  somebody  else  '< 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Do  you  recall  anytliing  conne(*ted  with  the 
southern  scrap  material  contract  at  New  Orleans  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Was  that  property  sold  without  the  knowledge  of 
the  home  office  i 

Mr.  Taylor.  It  was;  that  is,  the  general  comptroller's  office. 

The  Chairman.  That  is  the  home  office,  is  it? 

Mr.  Taylor.  Yes,  sir.  The  homo  office  of  the  supply  and  sales 
also  is  here. 

The  Chairman.  Was  that  sold  without  the  knowledge  of  the  supply 
and  sales  home  office  ? 

Mr.  Taylor.  I  don't  tliink  so. 
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The  Chairman.  Was  that  delivered  to  the  purchaser  without  the 
knowledge  of  the  homo  offiee  ? 

Mr.  Taylor.  It  was;  the  general  comptroller's  department. 

The  Chairman.  Was  it  delivered  to  the  purchaser  without  the 
knowledge  of  the  home  office  of  the  supply  and  sales  division  ? 

Mr.  Taylor.  I  am  not  prepared  to  answer  that. 

The  Chairman.  Now,  did  the  agents  of  the  Supply  and  Sales 
Department  sell  that  material  for  the  account  of  the  Southern  Scrap 
Material  Co.,  and  accept  checks  payable  to  that  company? 

Mr.  Taylor.  Not  to  my  knowledge. 

The  Chairman.  It  did  not? 

Mr.  Taylor.  Not  to  my  knowledge. 

The  Chairman.  Do  vou  remember  the  sale  of  oakiun  in  the  south- 
em  district  to  Ness  &  Co.  ? 

Mr.  Taylor.  I  was  in  New  Orleans  at  the  time  that  that  sale  was 
being  talked  about. 

The  Chairman.  Did  vou  make  the  sale  vourself  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Well,  do  vou  know  whether  it  was  sold  to  Dietz  & 
Co.  at  New  York  ?  * 

Mr.  Taylor.  It  came  to  my  knowledge  while  I  was  in  New  Orleans 
that  that  had  been  done. 

The  Chairman.  Is  there  anv  other  Tavlor  connected  with   the 

%'  ft 

Supply  and  Sales  Department? 

Mr.  Taylor.  No,  sir.  They  often  get  me  mixed  up  with  the 
Supply  and  Sales  DivisioxL  t  am  as  often  accused  of  being  in  the 
Supply  and  Sales  Division  as  being  a  general  comptroller's  man. 

The  Chairman.  You  are  a  general  comptroller's  man? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Is  there  any  other  Taylor  in  the  General  Comp- 
troller's Department  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman,  tiave  you  any  knowledge  of  that  sale  l)euig  called 
off,  and  the  oakum  later  tieing  sold  for  6^  and  7  cents  a  pouna  ? 

Mr.  Taylor.  My  recollection  of  that  sale  is  this:  I  happened  to 
be  in  the  office  of  the  district  director  of  sales  at  that  time  that  this 
came  up.  Mr.  Rocap,  the  district  director,  stated  tome  he  had  made 
a  sale  of  oakum,  all  the  oakum  in  the  southern  district,  to  Mr.  Ness, 
at  9  cents  a  pound,  but  that  he  had  received,  subsequent  to  that 
sale  to  Mr.  Ness,  a  notice  that  all  the  oakiun  east  of  the  Rockv 
Mountains  had  been  sold  to  Mr.  Dietz,  in  New  York,  at  7  cents  a 

f)ound.  It  appeared  to  me  at  that  time  that  Mr.  Rocap  was  abso- 
utely  correct  and  right  in  his  sale;  that  the  sale  of  the  oakxmi  in  the 
southern  district  to  Mr.  Dietz  was  wrong.  I  wired  a  protest  to  the 
manager  of  the  supply  and  sales  division  in  Washington  against  the 
sale  of  all  the  oakum  to  Mr.  Dietz,  saying  that  it  had  been  sold 
already  to  Mr.  Ness  at  9  cents  a  pound.  1  think  I  am  correct  in 
those  figures.  Notwithstanding  that  fact,  the  sale  made  m  New 
York,  in  the  New  York  office  oi  the  Supply  and  Sales  Division,  was 
sustained,  and  oakum  was  sold  to  Mr.  Dietz  at  7  cents  a  pound, 
who,  in  turn,  sold  a  certain  amount  of  it,  I  believe,  to  Mr.  Ness,  if  I 
remember  correctly,  at  7i  cents  a  pound.  I  protested  against  the 
sale  at  that  time,  and  am  on  record. 
The  Chairman.  Did  it  go  through? 
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Mr.  Taylor.  It  went  through  at  7  cents  a  pound  to  Mr.  Dietz  at 
New  York. 

The  Chairman.  Well,  did  you  ever  get  any  explanation  of  why 
that  was  done  ? 

Mr.  Taylor.  I  have  a  writeup  of  that,  as  a  matter  of  record.  Mr. 
Chairman,  that  it  was  due,  as  near  as  I  could  get  it,  to  the  crossing 
of  wires;  a  delay  in  delivery  of  information  between  the  telegraph 
office,  and  things  of  that  kind. 

The  Chairman.  That  is  to  say,  New  York  had  consumated  a  sale 
to  a  man,  and  Mr.  Rocap  in  New  Orleans  did  not  know  it,  and  he 
had  made  a  sale  on  his  own  account  there,  as  acting  for  the  Fleet 
Corporation  ? 

Mr.  Taylor.  Mr.  Dietz  had  submitted  his  offer,  I  understand, 
through  Mr.  Cha^^e,  who  was  in  the  ofFice  of  the  supply  and  sales 
division  in  Xew  York,  to  the  home  office,  for  their  approval.  Mr. 
Rocap  submitted  an  offer  to  the  home  office  of  Mr.  Xess  at  9  cents  a 
pouno.  Apparently  the  home  office  acted  on  the  offer  of  Mr.  Dietz 
Defore  they  actually  received  the  telegram  from  Mr.  Rocap  advising 
them  of  his  offer.  It  appears  that  the  notification  of  the  home  office 
to  Mr.  Rocap  in  Xew  Orleans  was  sent  just  an  hour  or  two  or  a  few 
hours  before  the  receipt  of  the  telegram  from  Mr.  Rocap  saying  that 
he  had  sold  or  had  an  offer  from  Mr.  Ness  for  this  oakum  at  9  cents  a 
pound. 

The  Chairman.  So  that  whatever  loss  there  may  have  been,  if 
there  was  any,  to  the  Shipping  Board,  or  the  Fleet  Corporation,  in  this 
instance,  was  due  to  a  delay  in  the  transmitting  of  information  t 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  under  the  system  that  is  in  vogue  now,  could 
a  transaetion  like  that  occur:  could  a  delav  like  that  occur  or  could 
the  property  be  sold  to  two  different  people? 

Mr.  Tayix)r.  I  doubt  it  very  much. 

The  Chairman.  You  think  that  has  been  remedied  ^ 

Mr.  Taylor.  I  think  that  has  been  remedied. 

The  Chairman.  Have  you  got  any  idea  of  what  the  expense,  the 
overhead  is  in  the  organization  which  thq  Shipping  Board  or  the 
Fleet  Corporation,  have  for  disposing  of  its  surplus  material  now? 

Mr.  Taylor.  In  a  lump  sum  amount,  do  you  mean  ( 

The  Chairman.  Yes;  or  approximately. 

Mr.  Taylor.  I  prefer  not  to  give  a  figure,  Mr.  Chairman.  I  will 
prepare  you  one. 

The  Chairman.  Can  you  give  us  some  idea 

Mr.  Taylor  (interposing).  I  can. 

The  Chairman.  About  what  the  overhead  is  of  that  sales  organi- 
zation ? 

Mr.  Tayix)R.  Yes,  sir. 

The  Chairman.  I  think  the  committee  would  like  to  have  that 
information. 

Mr.  Taylor.  I  can. 

The  Chairman.  Do  you  know  how  many  men  they  have  in  the 
force  ? 

Mr.  Taylor.  I  can  not  answer  that  question. 

The  Chairman.  Do  3'ou  recall  the  Bardee  contract  i 

Mr.  Taylor.  Yes,  Ar. 
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The  Chairman.  What  was  that  contract  for? 

Mr.  Taylor.  That  contract  covered  a  sale  of  all  hull  owned  by  the 
Fleet  Corporation  at  the  time  the  contract  was  made  or  wliich  after- 
ward became  the  property  of  the  Fleet  Corporation  through  cancella- 
tion settlements  and  otherwise. 

The  Chairman.  Is  that  all  you  know  about  it  ? 

Mr.  Taylor.  Why,  I  know  a  good  deal.  I  know  there  has  been  a 
good  deal  of  steel  delivered  to  them  under  that  contract. 

The  Chairman.  Yes. 

Mr.  Taylor.  I  know  there  are  questions  that  have  arisen  as  to  the 
proper  interpretation  of  the  contract. 

The  Chairman.  Yes. 

Mr.  Taylor.  There  have  been  threo  amendatory  contracts  made 
under  that  one. 

The  Chairman.  Yes. 

Mr.  Taylor.  That  the  original  amount  of  steel  that  was  estimated 
that  would  be  delivered  under  that  contract  is  considerably  less  than 
it  was  thought  originally  to  be;  it  was  the  thought  originally  that 
the  amount  of  steel  to  be  sold  under  that  contract  would  approximate 
$11,000,000.  That  was  later  modified  by  the  supply  ana  sales  divi- 
sion and  reduced  from  $11,000,000  to  $5,000,000.  Ud  to  the  present 
time  there  has  been  delivered  to  the  Barbee  Steel  &  Products  Corpo- 
ration, and  invoices  rendered,  of  approximately  $3,750,000.  The  con- 
tract has  been  modified,  as  I  say,  three  times  since  the  original  was 
made. 

The  Chairman.  With  what  results  to  the  Fleet  Corporation  was 
the  modification  of  the  contract  ? 

Mr.  Taylor.  These  modifications  of  the  contract  amplified  the 
original  contract  to  the  extent  of  defining  what  should  be  considered 
fabricated,  imfabricated,  and  scrap  steel. 

The  Chairman.  You  say  it  amplified  the  original  contract  ? 

Mr.  Taylor.  Yes;  rather  defined  it,  more  than  amplified  it,  rather. 

The  Chairman.  Well,  did  the  third  modification  include  more  ma- 
terial than  the  original  contract,  or  less,  or  did  it  just  make  different 
classifications  ? 

Mr.  Taylor.  Different  classifications. 

The  Chairman.  Changed  the  classifications? 

Mr.  Taylor.  Yes;  it  amplified  the  classifications? 

The  Chairman.  So  as  to  take  in  more  material  ? 

Mr.  Taylor.  No;  it  really  cut  out  some  material. 

The  Chairman.  Well,  would  you  say  it  amplified  the  classification  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Or  restricted  it  ? 

Mr.  Taylor.  Under  the  original  contract  it  became  necessary — as 
I  say,  the  original  contract  provided  that  the  steel  was  to  be  divided 
in  throe  classes,  unfabricatea,  fabricated,  and  scrap;  the  Barbee  Steel 
Corporation  purchased  unfabricated  and  fabricated  steel.  A  ques- 
tion arose,  and  under  date  of  July  6,  I  think  it  was,  an  amendatory 
contract  was  made,  in  which  was  taken  into  consideration  round — 
that  is,  rolled  shapes;  ''plain  and  rolled  shapes  of  steeP'  is  the  lan- 
guage; and  it  was  determined  that  all  steel  15  feet  and  less  in  length, 
of  plain  and  rolled  shapes,  should  be  classified  as  fabricated  steel. 
There  was  some  misunderstanding  in  regard  to  that,  in  that  the  term 
used  ''less  than  15  feet  in  length'*  was  mtended  to  mean  16  feet  and 
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« 

less  in  lengthy  and  the  contract  of  August  6  made  that  plain.  In 
addition  thereto 

The  Chairman  (interposing).  Wait  just  a  minute;  what  is  that  you 
say;  you  say  the  term  *'less  than  15  loet  in  length''  was  intended  to 
mean  15 

Mr.  Taylor  (interposing).  Fifteen  foet  and  less  in  length.  '*Less 
than  15  feet  in  lengtn*'  was  the  way  it  read,  and  it  was  changed  tu 
read  **15  feet  and  less." 

The  Chairman.  What  is  the  difference? 

Mr.  CoNNALLY.  To  include  the  one  which  was  exactly  15  feet 

Mr.  Taylor.  In  other  words 

The  Chairman  (interposing) .  If  it  was  14  feet  1  If  inches  it  was- 


Mr.  TayijOR  (interposing).  Fabricated  steel;  and  if  it  was  15  feet 
it  was  unfabricated  steel,  and  it  was  changed  so  that  15  feet  was 
fabricated  steel,  and  less.  And  then  it  further  amplified  and  defined 
what  was  the  sketch  plates,  which  was  not  taken  ^nto  consideration 
at  the  time  of  the  original  contract;  they  were  classified  and  made 
plain  as  to  that. 

An  additional  amendment  to  the  contract,  under  date  of  January  6 
of  this  year,  that  15-foot  clause  was  again  modified  in  order  to  deter- 
mine what  should  be  scrap,  as  the  original  contract  stated  that  the 
Bardee  corporation  was  not  to  take  any  scrap,  but  scrap  had  never 
previously  oeen  defined.  The  contract  of  January  6  stated  that  any- 
thing in  the  way  of  plain  rolled  shapes,  flat,  round,  bar  iron  or  rivet 
rods  10  feet  and  unaer  in  length  should  be  considered  as  scrap,  and 
did  not  come  imder  the  contract. 

The  Chairman.  January  6  of  this  year  ? 

Mr.  Taylor.  Yes,  sir.  With  this  exception,  that  any  steel  which 
had  been  shipped  by  Bardee  prior  to  the  date  of  this  contract  should 
not  come  under  the  terms  of  this  amendatory  contract  of  January  6. 

The  Chairman.  Who  drew  the  original  contract  ? 

Mr.  Taylor.  The  legal  department  in  Philadelphia. 

The  Chairman.  Do  you  know  who  ? 

Mr.  Taylor.  I  do  not  know,  sir,  but  I  can  refer  to  the  contract  and 
see  by  whom  it  was  approved  as  to  form. 

The  Chairman.  Now,  did  any  of  those  modifications  of  the  contract 
result  in  the  Bardee  company  not  having  to  take  material  which  had 
been  riveted  together  or  fastened  together  ? 

Mr.  Taylor.  Such  as  you  would  class,  I  presume,  as  assembled 
steel  ? 

The  Chairman.  Yes,  or  small  pieces  of  steel  that  had  been  riveted 
together. 

Mr.  Taylor.  Assembled  steel,  I  do  not  think,  was  ever  mentioned 
in  the  contract. 

The  Chairman.  What  is  that  considered  as — scrap  steel  ? 

Mr.  Taylor.  Mr.  Chairman,  I  have  labored  diligently  to  find  out 
among  steel  men  what  constituted  fabricated  or  scrap  steel. 

The  Chairman.  Well,  is  ho  taking  that  sort  of  steel? 

Mr.  Taylor.  I  think  not;  I  am  not  positive.  I  think  possibly  he 
has  taken  some  of  that  stuff  as  fabricated  steel. 

The  Chairman.  Where  there  is  more  than  one  piece  ? 

Mr.  Taylor.  Yes;  where  it  has  been  riveted  together. 

The  Chairman.  Where  it  is  riveted  together,  wnether  two  or  more 
pieces? 


3456  SHIPPING  BOARD   OPERATIONS. 

Mr.  Taylor.  I  think  he  has  taken  some;  I  would  not  be  positive 
about  it. 

The  Chairman.  Has  any  question  arisen  with  reference  to  that  sort 
of  material,  in  the  interpretation  of  the  contract  ? 

Mr.  Taylor.  Not  at  any  time  at  which  I  have  been  present,  nor  has 
it  come  to  my  knowledge. 

The  Chairman.  Is  there  a  considerable  quantity  of  this  steel  yet  to 
be  delivered  under  the  Bardee  contract  ? 

Mr.  Taylor.  That  I  am  not  prepared  to  say.  Mr.  Miller  probably 
could  answer  that  question. 

The  Chairman.  You  say  that  has  not  got  down  to  $3,000,000  of  the 
$11,000,000  originally? 

Mr.  Taylor.  I  think  when  all  the  steel  which  has  been  certified  to 
Mr.  Bardee  has  been  delivered  that  it  will  amount  to  something  over 
$4,000,000;  between  $4,000,000  and  $5,000,000. 

The  Chairman.  How  do  they  secure  bids  for  this  property  now;  by 
advertising  or  solicitation  ? 

Mr.  Taylor.  By  advertising  and  by  solicitation  both. 

The  Chairman.  And  is  most  of  it  sold  at  private  sale  or 

Mr.  Tay'lor  (interposing)  In  large  lots  it  is  usually  sold  by  adver- 
tising and  public  bidding. 

The  Chairman.  Do  they  sell  any  of  it  at  auction? 

Mr.  Taylor.  I  do  not  know  of  but  three  instances  where  auctions 
have  taken  place;  one  of  those  was  Midland  Bridge;  another  one  was 
the  Union  Bridge,  and  the  other  was  an  experimental  sale  at  Metuchen, 
I  think  it  was  last  January. 

The  Chairman.  Now,  imder  this  Bardee  contract,  who  pays  for  the 
loading  of  the  steel  ? 

Mr.  Taylor.  The  contract  provides  that  the  Shipping  Board — the 
stuff  is  sold  f.  o.  b.,  excepting  in  certain  instances  provided  in  the 
contract. 

The  Chairman.  What  are  those  instances,  do  you  know? 

Mr.  Taylor.  In  certain  yards  where  the  three  corporations  had 
contracts  for  steel  to  be  loaded  by  the  manufacturer. 

The  Chairman.  Are  you  familiar  with  the  system  of  the  ware- 
housing of  this  property  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Have  they  got  a  good  system  of  records  of  prop- 
erty in  the  warehouses  so  they  know  where  it  is  and  how  much  there 
is  of  it,  and  when  it  is  removed  ? 

Mr.  Taylor.  Tlie  warehouse  records  are  nothing  to  brag  about. 

The  Chairman.  The  Shipping  Board  has  recently  advertised  for 
proposals  for  furnishing  manila  rope,  has  it  not  ? 

Mr.  Tayt.or.  I  think  that  has  come  to  my  knowledge. 

The  Chairman.  Now,  would  you  say  that  from  the  warehouse 
records  they  are  able  to  say  that  there  is  no  manila  rope  on  hand  in 
some  of  the  warehouses  ? 

Mr.  Taylor.  I  doubt  very  much  if  they  are  in  position  to  say  just 
exactly  what  they  have  got  in  the  way  of  that  stuff. 

The  Chairman.  Is  that  situation  improving,  are  they  perfecting 
the  records,  do  you  think  ? 

Mr.  Taylor.  In  some  places,  yes;  in  others,  no. 

The  Chairman.  Do  you  know  how  many  warehouses  they  have, 
Mr.  Taylor  ? 
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Mr.  Taylori^I  think  we  have  nine  now. 

The  Chairman.  Of  course,  the  warehouses  occupy  a  sort  of  dual 
position^  prehaps,  in  so  far  as  they  may  contain  material  which  may 
be  needed  in  the  operation  of  ships,  and  also  they  contain  material 
that  is  uot  needed  for  operation,  but  which  it  is  desired  to  dispose  of  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  imtil  they  get  those  records  perfected  or 
straightened  out,  there  will  be  more  or  less  confusion  with  reference  to 
the  property  that  is  housed  or  stored  there  ? 

Mr.  Taylor.  Without  doubt. 

The  Chairman.  Now,  is  there  a  uniform  system  of  inventorying  the 
propertv  that  is  supposed  to  be  in  those  warehouses  ? 

Air.  Taylor.  Inventory  has  gone  on  for  sojne  tijne  past,  but  records 
have  not  been  maintained  as  tnej^  should  be. 

The  Chairman.  Under  whose  jurisdiction  are  the  warehouses? 

Mr.  Taylor.  Under  the  Supply  and  Sales  Division. 

The  Chairman.  Of  the  various  districts,  or  at  the  hoxne  office  ? 

Mr.  Taylor.  They  are  under  the  jurisdiction  now  of  the  home  office, 
delegated  to  the  district  directors,  as  a  rule. 

The  Chairman.  Does  the  operating  division  have  any  jurisdiction 
over  them  ? 

Mr.  Taylor.  Not  since  April  20,  1920,  at  which  time  the  board  of 
trustees,  by  resolution,  turned  the  operations  division  and  warehouses 
over  to  the  division  of  supplies  ^nd  sales  for  custody  and  handling. 

The  Chairman.  And  smce  that  time,  I  assume,  large  quantities  of 
materials  have  been  put  into  the  warehouses  ? 

Mr.  Taylor.  Large  quantities;  yes,  sir. 

The  Chairman.  As  well  as  large  quantities  taken  out? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  instances  where  ofHce  sup- 

Slies,  typewriters,  filing  devices,  and  desks  have  been  sold  in  certain 
istricts,  and  shortly  thereafter  that  same  material,  in  the  same  dis- 
trict, or  an  adjoining  district  have  been  bought  in  the  open  market? 

Mr.  Taylor.  I  could  only  answer  that  generally,  Mr.  Chairman.  I 
know  a  good  deal  of  tjiat  stuflF  has  been  sold,  and  there  have  been 
purchases  of  a  like  nature  and  character. 

The  Chairman.  Can  you  give  the  committee  your  ideas — and  we 
are  asking  you  for  it;  we  are  notasking  you  to  volunteer  it — we  are 
asking  you  to  give  your  opinion  as  to  wjiat  may  be  necessary  to  brine 
up  this  warehouse  accounting  and  recording  system;  the  handling  <5 
propertv  in  warehouses  and  keeping  track  of  it,  and  so  forth,  in  a 
more  efncient  manner,  and  bring  it  up  to  a  more  efficient  state. 

Mr.  Taylor.  In  every  instance  where  we  to-day  do  not  have  a  com- 
plete and  accurate  record  of  the  material  in  warehouses  an  inventory 
should  be  made,  and  a  complete  and  accurate  record  made  of  it. 

The  Chairman.  It  wouhl  pay  tlie  Shipping  Board  to  employ  a 
special  force  of  experts  or  skilled  men  to  make  that  inventory,  would 
it  not,  in  cases  where  they  haven't  got  it? 

Mr.  Taylor.  I  tliink  it  would  pay  them,  because  thc}^  would  then 
be  in  a  more  intelligent  position  to  say  what  they  have  to  sell. 

The  Chairman.  Is  there  any  tiling  else  that  you  would  suggest  to 
ijnprove  that  situation  ? 

Mr.  Taylor.  Sometime  ago  I  think  the  chairman  of  the  board 
appointed  a  committee  for  the  purpose  of  preparing  a  Ust  of  such  mate- 
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rials  as  inig:ht  be  needed  to  complete  the  shipbuilding  program,  and 
such  material  and  supplies  as  might  be  needed  for  the  aivision  ot 
operations  purposes,  out  I  am  \mder  the  impression  that  that  com** 
mittee  has  never  functioned  to  any  marked  degree,  and  unless  some- 
thing of  an  intelligent  nature  along  that  line  is  done,  I  do  not  think 
it  would  pay  to  hold  up  material  for  the  sake  of  sa^dng  that  to-morrow 
or  the  next  day  or  the  next  year  you  may  need  this  anchor,  or  you  may 
need  this  bunch  of  chains. 

The  cost  incident  to  the  holding  up  of  that  material  is  so  great  that 
they  would  almost  better  give  it  away  and  buy  it  new  when  they 
need  it,  unless  some  intelligent  and  cooperative  effort  is  made  on  the 
part  of  those  interested  to  find  out  what  material  would  likely  be 
needed  to  complete  the  shipbuilding  prograjn,  and  would  likely  be 
needed  for  Division  of  Operations  purposes. 

The  Chairman.  If  that  committe  snould  go  ahead  and  ascertain 
the  various  classes  of  property  they  have  on  hand,  or  some  other  , 
official  should,  and  report  to  the  Division  of  Operations,  for  instance, 
the  cables  or  manila  rope  or  anchors  and  various  other  classes  of 
property  that  are  used  m  the  operation  of  ships  that  they  have  so 
many  or  so  much  of  those  on  hand  at  the  various  points  in  the  coun- 
try,  would  not  that  be  of  value  and  possibly  result  in  a  saving  to  the 
Shipping  Board,  if  it  were  done  and  sent  to  the  warehouses  to  be  drawn 
on  by  the  operating  division  when  needed  ? 

Mr.  Taylor.  Mr.  Chairman,  I  think  if  the  matter  was  turned 
around  just  the  other  way  and  if  the  Division  of  Construction  and 
the  Division  of  Operations  were  to  furnish  the  Division  of  Supply  and 
Sales  with  a  list  of  such  materials,  supplies,  and  equipment  as  they 
though  they  would  need,  it  could  be  more  easily  and  intelligently 
arrived  at,  for  this  reason:  That  the  nature  and  character  of  the 
material  that  has  become  surplus  by  reason  of  the  cancellation  of  the 
program  is  of  an  obsU^te  character,  specially  designed,  and  not  at  all 
standard,  and  in  a  good  many  instances,  even  where  certain  equipment 
had  been  placed  on  ships  at  the  time  they  were  delivered,  it  has 
becojne  necessary  to  replace  certain  parts  of  that  equipment,  as  I  am  / 
told,  by  the  construction  men,  they  are  replacing  it  with  the  material  ; 
now  being  installed. 

The  Chairman.  Because  it  is  not  improved  ?  > 

Mr.  Taylor.  Not  only  not  improved,  but  it  is  not  meeting  the  . 
requirements  for  which  it  is  designed.  And  if  the  Division  of  Con-  ] 
struction  and  the  Division  of  Operations  would  furnish  the  Supply  . 
and  Sales  Division  with  the  Supplies  they  need,  then  it  would  place  | 
the  Division  of  Supply  and  Sales  in  the  position  to  segregate  that  . 
material  and  hold  it  for  future  issue.  | 

The  Chairman.  Then  you  would  sort  of  reverse  the  plan  I  included  \ 
in  tnj  question,  but  it  would  result  in  a  saving  ?  \ 

Mr.  Taylor.  The  sajne  thing.  I 

The  Chairman.  It  would  be  the  same  thing  and  would  result  in  a  i 
saving  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  as  I  understand  neither  plan  is  in  force  now* 

Mr.  Taylor.  No,  sir. 

The  Chairman.  So  that  the  division  of  operations  does  not  kno^ 
whether  the  Shipping  board  of  the  fleet  corporation  already  has  on 
hand  material  or  supplies  that  may  be  needed  for  some  of  its  shipSr 
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goes  into  the  open  market  and  makes  purchases  sometimes 
tfiey  have  the  material  or  supplies  on  hand  and  could  utilize 

Taylor.  That  is  heing  done  to  some  extent  now.  When  the 
of  trustees  directed  the  transferring  of  the  division  of  ware- 
.  to  the  division  of  supplies  and  sales  and  the  taking  of  inven- 
f  supplies  then  in  the  warehouses  particular  care  was  exercised 
*egatmg  such  of  that  material  as  it  appeared  would  be  needed 
3sue  to  the  division  of  operations  or  construction  as  nearly  as 
be  determined  by  the  nature  and  character  of  the  material. 
B  surplus  material  that  is  taken  off  the  ships  to-day  that  might 
I  up,  or  things  of  that  kind,  an  effort  is  being  made  to  segregate 
laterial,  supplies,  or  equipment  that  it  is  thought  might  be 
1  for  reissue.  I  think  tnat  is  the  manner  in  which  it  is  comine 
r,  and  the  way  it  is  being  declared  a  surplus.  Such  material 
en  declared  surplus  and  ready  for  sale  and  issue.  An  effort  is 
made  along  that  line,  and,  as  1  say,  at  the  present  time  all  that 
ial  that  is  coming  in  from  the  division  of  operations. 
Chairman.  Now,  how  long,  in  your  judgment,  will  it  take,  Mr. 
r,  to  clean  up  the  surplus  property  on  hand  and  dispose  of  it  by 

Taylor.  It  depends  altogether  on  the  policy  adopted  by  the 
ection  of  the  supply  and  sales  division. 

Chairman.  Under  its  present  policy,  how  long  would  it  take  J 
Taylor.  Judging  the  future  by  the  past,  it  would  take  at 
wo  years. 

Chairman.  Can  you  give  the  committee  any  idea  of  any 
es  in  the  policy,  other  than  the  lowering  of  the  prices,  which 
expedite  the  disposition  of  this  property? 
Taylor.  Mr.  Chairman,  I  have  favored  the  handling  of  this 
:s  and  salvage  situation  as  a  lump-sum  proposition.  I  have 
ced  the  thought  that  the  thing  to  do  was  to  determine  accu- 
and  intelligently  the  surplus  material  and  supplies  on  hand,  and 
that  once  was  determined — ^it  never  has  been  determined  up 
« — to  attempt  to  segregate  that  material  into  the  needs  of  the 
notion  division  ana  the  division  of  operations  and  sell  the 
;e  of  it  as  a  lump-sum  proposition  for  cash  and  do  away  with 
lormous  overhead  expense  of  an  attempted  retail  sale. 
J  Chairman.  Do  you  think  that,  not  laiowing  the  location  and 
uantity  and  the  condition  of  this  materifu,  that  after  this 
;ation  had  been  made  of  that  which  might  be  used  in  construc- 
.nd  repair  and  that  in  the  operations  division,  that  you  could 
ump-sum  bid  for  that  property  anywhere  near  or  commensurate 
ts  appraised  value  ? 

Taylor.  Not  unless  you  could  intelligently  show  what  material 
ad. 
5  Chairman.  Oh,  of  course  this  property  has  got  to  be  sold  at  a 

Taylor.  Yes,  sir. 

5  Chairman.  And  it  is  your  judgment  that  it  would  be  better  to 
\e  of  it  in  one  transaction  and  get  rid  of  this  overhead  organiza- 
your  sales  force  and  accounting  force,  and  eliminate  the  various 
:eeping  transactions  and  clean  it  out  and  get  rid  of  it,  and 
e  off  that  loss,  rather  than  to  attempt  to  dispose  of  it  in  the 
er  in  which  it  has  been  done? 
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Mr.  Taylor.  I  do,  sir.  Of  course,  there  are  manv  ways  in  whi< 
that  can  be  done.  If  a  lump-sum  cash  proposition  could  not 
secured,  some  arrangement  might  be  made  with  some  one — some  wi 
organized  selling  agency,  that  had  its  selling  organization  perfects 
throughout  the  world — and  there  are  several  throughout  the  Unit^ 
States  who  already  have  a  better  selling  organization  than  the  Unit^ 
States  Shipping  Board  and  Fleet  Corporation  would  be  able  to  bui 
up  in  years. 

The  Chairman.  For  instance,  what  ? 

Mr.  Taylor.  The  Harris  Bros.  Co.  is  one,  and  the  Bardee  Corpor 
tion,  I  think,  to-day  have  a  great  selling  organization  throughoi 
the  world.  And  there  are  several  others  who  have  been  bidde 
that  I  do  not  recall  the  name3  of  just  now,  who  have  selling  organizj 
tions  that  might  be  interested  in  handling  it  on  a  commission  has 
with  a  proper  supervision  as  to  the  delivery  and  handling  of  the  func 
derived  from  the  sale  of  this  stuff  to  the  Shipping  Board. 

The  Chairman.  Of  course,  in  an  arrangement  such  as  that  thei 
would  be  required  a  supervisory  force  and  accounting  force  to  b 
retained  in  the  Shipping  Board  ? 

Mr.  Taixor.  Yes,  sir. 

The  Chairman.  Has  that  plan  ever  been  taken  up  for  considcra 
tion;   that  is,  the  disposing  oi  this  in  a  lump  sum  that  you  know  of 

Mr.  Taylor.  I  do  not  believe  that  the  matter  has  ever  been  con 
sidered,  cleaning  the  matter  up  as  a  strictly  lump-sum  proposition 
by  anybody.  1  do  not  believe  up  to  the  present  time  it  has  beei 
offered  in  a  lump  sum.  Of  course,  I  have  advanced  it  to  my  chiefs 
but  that  is  not  my  business.     I  have  suggested  it  to  them. 

The  Chairman.  How  about  the  depreciation  of  this  property? 

Mr.  Taylor.  Very  rapid,  sir. 

The  Chairman.  And  a  lot  of  it  was  constructed  or  designed  o 
made  for  particular  types  of  ships,  was  it  not  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Some  of  the  engines  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  And  boilers  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chaijrman.  And  pumps  and  dynamos,  and  winches  and  wind 
lasses  were  all  made  for  these  particularly  designed  ships  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  So  that  many  of  them  might  not  fit  into  otbe 
craft  as  well  as  the  more  standard  designs  that  are  used  ? 

Mr.  Taylor.  We  have  large  quantities  of  that  class  of  material. 

The  Chairman.  Is  there  a  list  or  an  inventory  here  in  Washingtoi 
if  you  know,  which  contains  the  very  items  of  surplus  proper^ 
throughout  the  coimtry  ? 

Mr.  Taylor.  There  are  inventories  of  the  material  in  our  vario 
warehouses  throughout  the  country.     There  are  inventories  of 
good  many  of  the  shipyards  throughout  the  country.     I  am  D 
prepared  to  say  that  I  would  be  willing  to  accept  them  as  gospel. 

The  Chairman.  By  whom  were  those  inventories  made  ? 

Mr.  Taylor.  By  tne  various  forces  under  the  jurisdiction  of  t 
supply  and  sales  office,  as  a  rule,  except  New  lork,  where  it  W 
maae  under  the  jurisdiction  of  the  district  manager. 

The  Chairman.  Has  that  property  been  appraised  ? 
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Mr.  Taylor.  The  maiority  of  it  has. 

The  Chairman.  By  the  same  men  who  made  the  inventory  ? 

Mr.  Taylor.  Under  the  same  division. 

The  Chairman.  Under  the  same  division  ? 

Mr.  Taylor.  Yes,  sir.  The  functions  of  the  division  of  supplies 
lad  sales  are  various.  They  act  as  purchasers  of  material;  they  act 
•8  warehousemen  of  material;  they  act  as  inventory  men  of  material, 
is  appraisers  of  material,  and  as  salesmen  of  material  through  its 
Tarious  branches,  all  coming  under  the  direction  of  the  division  man- 

ysr  through  its  various  heads;  being  understood,  however,  that  none 
these  various  branches,  although  it  is  under  one  head,  should  link 
in  and  mix  in  with  the  others.  However,  the  human  element  is 
there,  and  whether  it  does  or  not  you  can  draw  your  own  conclusions. 

The  Chairman.  It  usually  does  in  such  an  organization  as  that, 
does  it  not  ? 

Mr.  Taylor.  I  am  on  record  as  opposed  to  the  appraisal  of  mate- 
rials to  be  sold  being  under  the  supply  and  sales  division  on  the 
general  orinciples  that  I  do  not  consider  it  good  organization. 

The  Chairman.  Are  you  familiar  with  the  sale  of  the  National 
Shipbuilding  plant  ? 

Mr.  Taylor.  I  only  know  of  it  as  having  come  to  me  as  approved 
by  the  board. 

The  Chairman.  Is  there  quite  a  difference  between  the  amount 
received  for  that  plant  and  the  original  cost  ? 

Mr.  Taylor.  Tne  original  cost  of  plant  and  material,  as  reflected 
on  our  books  in  that  case,  was  approxmiately  $450,000, 1  think.  The 
appraised  value  was  somewhere  m  the  neighborhood  of  about  $80,000. 
Hwas  sold  for  $39,900  and  approved  by  the  board. 

The  Chairman.  Well,  there  is  an  instance  of  where  thev  got  rid 
of  it? 

Mr.  Taylor.  They  got  rid  of  it:  yes,  sir. 

The  Chairnian.  Do  you  think  tliey  could  have  gotten  more  for 
^t  property? 

Mr.  Taylor.  I  am  not  prepared  to  say.  All  that  I  would  say  in 
'egard  to  that  would  be  heai'say.  I  have  been  told  that  there  was 
^  offer  at  one  time  made  for  it — I  never  have  been  able  to  nail  it — 
of  170,000.  I  have  not  been  able  to  nail  that.  I  have  made  some 
guides  as'  to  the  cause  for  such  a  price,  which  you  will  realize  is 
^proximately  only  about  8  or  9  per  cent  of  its  cost,  and  I  have 
•^n  told  that  the  location  of  the  plant  was  such  that  it  made  it 
absolutely  useless  for  any  purpose  whatsoever,  and  the  only  thing 
of  any  value  there  at  aU  might  be  the  equipment— the  covered 
jRUipment.  I  did  not  visit  that  pLmt  myself  at  all,  and  I  do  not 
know. 

'The  Chairman.  But  that  was  one  of  the  emergency  plants  built 
during  the  great  press  to  g(*t  ships  constructed? 
^r.  Taylor.  ^  es,  sir. 

The  Chairman.  Now,  under  the  present  system  is  it  possible  for 
^^tractors  under  construction  and  repair  work  to  purchase  really 
J?^^e  materials  than  are  needed,  particularly  in  repair  work  under 
**^  and  material  contracts? 
^r.  Taylor.  Is  it  possible  for  them  to  defraud? 
^he  Chairman.  Yes. 

,^.  Taylor.  At  the  present  time,  you  mean  ? 
^*ie  Chairman.  Yes. 
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Mr.  Tayix)R.  I  am  not  prepared  to  answer  that  question. 

The  Chairman.  Are  you  familiar  with  any  case  where  material 
has  been  purchased,  or  has  been  taken  off  of  one  ship  and  put  in 
another  anrl  the  Shipping  Board  charged  up  for  it,  paying  for  it 
practically  twice? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  That  is  repair  work:  you  do  not  know  anything 
about  that  whatever? 

Mr.  Taylor.  No,  sir. 

The  OiAiRMAN.  You  do  not  have  anything  to  do  with  that? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  Did  you  have  anvthing  to  do  with  material  that 
the  Fleet  (Corporation  Has  on  hand  being  fTirnished  to  the  operators 
for  repair  work  ? 

Mr.  Taylor.  No,  sir. 

The  CHAIRMAN.  That  doe>s  not  come  under  you? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  And  that  does  not  come  under  the  supply  and 
sales  division  ? 

Mr.  Taylor.  Yes,  through  its  purchasing  department. 

The  Chairman.  Through  the  purchasing  department  of  the  sup- 
plies and  sales  ? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  Do  they  make  the  purchases? 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  I  do  not  mean  purchasing  material  in  the  market: 
I  mean  material  that  the  Shipping  Board  has  on  hand. 

Mr.  Tayix)R.  Even  so  it  would  go  to  the  purchasing  department 
through  requisition. 

The  Chairman.  Oh,  ves. 

Mr.  Taylor.  And  the  purchasing  department,  on  the  basis  of  the 
requisition,  would  order  tne  stuff  from  the  sales  section  of  the  supply 
and  sales  division;  and  it  would  be  billed  to  the  operator,  or  the 
division  of  operations  through  either  the  sales  channel  or  a  direct  bill. 

The  Chairman.  Now,  about  the  question  of  salvage  of  plants  and 
imcompleted  huUs  and  material:  with  reference  to  the  salvaging  of 
plants,  Mr.  Taylor,  what  have  you  to  say  about  that? 

Mr.  Taylor.  When  a  plant  first  ceases  to  operate  it  is  supposed  to 
be  certified  to  the  division  of  supply  and  sales,  who  determine  as  to 
whether  or  not  that  can  be  sold  as  a  plant  project,  or  whether  it 
shall  be  dismantled  and  sold  in  units.  That  is  determined  ac<!ording 
to  each  partic^ular  case.  If  the  plant  is  located  in  a  section  that  makes 
it  accessible  for  future  business,  an  effort  is  made  to  dispose  of  that 
plant  in  its  entirety,  without  breaking  it  down.  If  it  is  so  located 
that  it  is  inaccessible,  and  it  was  a  war  projei*t,  in  the  majority  of 
instances  it  is  torn  down  and  it  is  sold  as  equipment  and  salvage. 
In  those  cases,  of  course,  the  loss  is  very  great.  I  doubt,  taking  it 
by  and  lai^e,  that  the  recovery  on  what  we  call  plant  and  property — 
that  does  not  include  shipbuilding  property,  supplies,  and'  so 
on — would  be  more  than  13  to  15  per  cent  of  the  cost  value. 

The  Chairman.  Most  of  the  wood  shipbuilding  plants  will  have  to 
be  dismantled,  I  suppose? 

Mr.  Taylor.  Yes,  sir. 
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The  Chairman.  Have  some  of  those  plants  been  turned  over  io 
the  contractors  m  settlement  ? 

Mr.  Taylor.  In  some  instances. 

The  Chairman.  Is  that  of  advantage  of  the  Shipphig  Board,  do 
you  think,  where  they  can  get  a  contractor,  in  setthng  up  his  claim, 
to  tske  over  the  plant  which  the  fleet  corporation  has  erected  ana 
paid  for  i 

Mr.  Taylor.  I  would  have  to  leave  that  to  the  determination  of 
those  who  have  it  in  hand.     I  am  not  capable  of  judging  it. 

The  Chairman.  Do  you  know  whether  any  of  tnose  plant**  have 
been  sold  at  auction  ? 

Mr.  Taylor.  As  I  stated  at  the  bt^inning  of  my  testimony,  the 
only  two  I  know  of,  one  was  the  Midland  Bridge 

iTie  Chairman  (interposing).  Oh,  that  included  every  plant? 

Mr.  Taylor.  The  plant,  material,  and  everything. 

The  Chairman.  A  clean  sweep  ^ 

Mr.  Taylor.  Yes;  lock,  stock,  and  barrel. 

The  Chairman.  And  those  plants  have  been  cut  free  and  clear 
from  the  Shipping  Board  ? 

Mr.  Taylor.  Not  in  existence  any  more. 

The  Chairman.  Do  you  know  anything  about  the  American 
Lumber  Sales  contract  ? 

Mr.  Taylor.  I  know  there  is  such  a  contract. 

The  Chairman.  Are  you  familiar  with  its  provisions  ? 

Mr.  Taylor.  In  a  general  way  onl}'. 

The  Chairman.  You  do  not  know  anything  about  the  details  ? 

Mr.  Taylor.  No,  sir. 

The  Chairman.  I  think  that  is  all.  Have  vou  anv  questions,  Mr. 
Steele  ? 

Mr.  Steele.  Yes;  a  few. 

I     You  stated,  Mr.  Taylor,  that  in  your  judgment  it  would  be  most 
advantageous  to  the  Government  to  dispose  of  this  material  in  a 
lump  sum  ? 
Mj.  Taylor.  Yes,  sir. 

Mr.  Steele.  I  suppose  you  have  in  mind  the  maintenance  of  the 
sales  department  was  so  great  an  expense  that  it  would  practically 
eat  up  a  good  deal  of  the  proceeds  of  the  sale  ? 
BIr.  Taylor.  That  is  my  idea,  sir. 

Mr.  Steele.  Do  you  know  about  what  percentage  of  the  expense 
of  the  sale  is  to  the  amount  realized  in  sales  of  this  Kind  ? 

Mr.  Taylor.  As  I  stated  to  the  chairman  awhile  ago,  if  you  give 
me  an  opportunity,  I  will  present  those  figures.     I  do  not  want  to 
use  figures  rashly. 
Bifr.  Steele,   i  ou  could  not  give  that  to  us  approximately  ? 
Mr.  Taylor.  I  would  prefer  not  to. 

Mr.  Steele.  You  have  referred  to  the  Bardee  contract,  which 
you  say  was  originally  for  about  $11,000,000,  and  by  the  amenda- 
'  tory  contract  reduced  to  about  $5,000,000  i 

Mr.  Taylor.  No,  sir;  the  amendatory  contracts  did  not  reduce  it 
to  $5,000,000.  The  amendatory  contracts  only  amplified  the 
original  contract  as  to  terms  and  interpretation.  Trie  original 
estimate  of  $11,000,000  was  an  estimate  placed  by  the  Supply  and 
Sales  Division  on  the  material  that  would  come  back  in  the  contract. 
A  later  investigation  revealed  there  would  not  be  anything  like  that 
much. 
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Mr.  Steele.  So  that  is  simply  a  reduction  in  estimate  ? 

Mr.  Taylor.  That  is  all  that  that  amounted  to. 

Mr.   Steele.  The   amendatory   interpretations   that  were 
upon  that  contract,  did  they  result  in  advantajjje  to  the  Govemi 

Mr.  Taylor.  I  should  say  no. 

Mr.  Steele.  You  should  say  no  ? 

Mr.  Taylor.  Yes,  sir. 

Mr.  Steele.  To  what  extent  was  the  disadvantage  ? 

Mr.  Taylor.  Very  small. 

Mr.  Steele.  Is  there  more  than  one  Bardee  contract  ? 

Mr.  Taylor.  That  is  all  I  know  of. 

Mr.  Steele.  Does  this  include  the  Pacific  Coast  material  ^ 

Mr.  Taylor.  Only  so  far  as  steel  is  concerned. 

Mr.  Steele.  I  beg  your  pardon  ? 

Mr.  Taylor.  Only  so  far  as  the  steel  is  concerned. 

Mr.  Steele.  Did  the  making  of  this  Bardee  contract  result 
reduction  of  any  of  your  sales  cost  on  the  coast  i 

Mr.  Taylor.  No,  sir. 

Mr.  Steele.  Do  you  still  maintain  the  sales  department  ( 
coast  ? 

Mr.  Taylor.  Yes,  sir.  I  think  it  has  been  considerably  rec 
however,  at  this  time. 

Mr.  Steele.  As  the  result  of  that  contract,  or  for  other  cau 

Mr.  Taylor.  No;  it  is  the  policy  of  Mr.  Miller's  Supply  and 
Division;  a  change  of  policy. 

Mr.  Steele.  I  believe  that  covers  what  I  want. 

The  Chairman.  Is  there  anything,  Mr.  Connally  ? 

Mr.  CoNALLY.  I  do  not  believe  i  have  any  questions  to  as 
Taylor. 

The  Chairman.  Will  you  get  these  figures  for  which  you 
asked,  Mr.  Taylor  ? 

Mr.  Taylor.  I  will. 

The  Chairman.  And  you  can  send  them  to  the  committee 
you  have  them  prepared. 

Mr.  Taylor.  Yes,  sir. 

The  Chairman.  That  is  all. 

TESTIMONY  OF  MR.  HAROLD  B.  MILLER,  DIRECTOR,  ] 
SION  OF  SUPPLY  AND  SALES,  UNITED  STATES  SHIP 
BOARD. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name? 

Mr.  Miller.  Harold  B.  Miller. 

The  Chairman.  What  position  do  you  hold  with  the  Shi 
Board  or  Fleet  Corporation  ? 

Mr.  Miller.  Director  division  of  supply  and  sales. 

The  Chairman.  You  are  the  head  of  tliat  division  ^ 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Where  is  your  office  ? 

Mr.  Miller.  Washington. 

The  CiLiiRMAN.  How  long  have  you  been  with  the  Fleet  Coi 
tion? 

Mr.  Miller.  Since  November  19,  1917,  and  with  the  suppl; 
sales  division  since  August  \,  \^*1V\. 
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The  Chairman.  You  have  ])een  with  the  Shipping  Board  since 
fovember,  1917? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  In  what  capacity  did  you  come  to  them? 

Mr.  Miller.  First  as  engineer,  division  ship  yard  plants,  and  later 

assistant  manager  of  construction,  in  charge  of  the  steel  ship,  wood 
_iip,  and  ship  yard  division,  from  which  I  was  transferred  to  the 
Itapply  and  sales  division. 

I    ilie  Chairman.  How  long  have  you  been  in  charge  of  the  supply 
ind  sales  division  ? 

Mr.  Miller.  From  August  1,  1920. 

The  Chairman.  What  was  your  business  or  occupation  prior  to 
[jour  coining  to  the  Shipping  Board  ? 

Mr.  Miller.  Professir)n  of  civil  engineer. 

The  Chairman.  Where? 

Mr.  Miller.  Pittsburgh. 

The   Chairman.  You  have  charge   of   the  sales  force  which  is 
attempting  to  dispose  of  the  sui7)lus  property  of  the  Shipping  Board  ? 

Mr.  Miller.  I  have  charge  of  the  sales,  except  those  of  uncompleted 
wood  hulls  and  uncompleted  steamers. 

The  Cil\irman.  So  that  includes 

Mr.  Miller  (interposing).  All  surplus  property,  except  uncom- 
pleted hulls. 

The  Chairman.  And  uncom]>leted  steamers? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  many  men  have  you  in  your  department? 

Mr.  Miller.  Slightly  overl, 400. 

The  Chairman.  1,400? 

Mr.  Miller.  Yes;  tlie  majority  of  them,  however,  are  laborers  and 
guards.     We  have  what  we  call  a  weekly  pay  roll. 

The  Chairman.  Yes. 

Mr.  Miller.  And  that  is  a  fluctuating  payroll.  That  is,  when  we 
have  a  movement  of  material,  we  take  on  quite  a  crowd  of  laborers, 
ind  when  the  movement  is  completed  they  are  laid  off.  They  are 
taken  on  and  laid  off  from  day  to  day. 

The  Chairman.  What  is  the  permanent  force;  how  many? 

Mr.  Miller.  It  will  average  a  little  over  1,400.  When  I  came  into 
the  supply  and  sales  section  on  August  1,  there  was  slightly  over 
2,100.    I  have  reduced  it  approximately  700  persons. 

The  Chairman.  How  many  are  there  here  at  the  home  office  ? 

Mr.  Miller.  138. 

The  Chairman.  Here  in  Washington? 

Mr.  Miller.  Yes;  including  both  purchasing  and  warehouses  and 
sales  department. 

The  Chairman.  Here  in  Washington  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  138  persons  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Stenographers  and  clerks  ? 

Mr.  Miller.  A  large  part  of  that  is  made  up  of  clerks  and  stenog- 
raphers in  our  records  branch. 

The  Chairman.  Oh,  yes.  ,   i    j  u 

Mr.  Miller.  When  I  came  in  and  before  that,  all  records  had  been 
decentralized  to  the  districts;  no  records  were  in  the  home  office  at 
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all.  I  tried  to  set  up  a  system  here  so  that  our  sales,  all  of  them 
should  be  controlled  from  here. 

The  Chairman.  Did  you  get  that  perfected  ? 

Mr.  Miller.  Yes:  in  fair  shape  for  the  northern  district  and  thi 
Atlantic  district  ana  the  Great  Lakes  district.  The  southern  distric 
is  not  yet  in  good  shape. 

The  Chairman.  Why  is  that  ? 

Mr.  ^£iller.  The  men  there  did  not  function  properly,  and  I  heu. 
to  make  a  change  there,  and  sent  down  new  men  from  here  January  1 
They  did  not  give  us  the  information  we  wanted. 

Tne  Chairman.  How  long  had  they  been  working  with  the  Shippinj 
Board? 

Mr.  Miller.  The  man  in  charge  there  came  with  the  Shippin| 
Board  early  in  1918. 

The  Chairman.  Have  you  got  a  list  in  Washington  here  now  of  al 
the  surplus  property  which  the  Shipping  Board  or  the  Fleet  Corpora 
tion  have  ? 

Mr.  ^Miller.  The  list  is  not  in  good  shape  in  the  southern  district 
otherwise  it  is  very  fair. 

The  Chairman.  Now,  have  you  any  system,  Mr.  Miller,  whereb; 
the  division  of  operations  knows  just  what  you  have  on  hand? 

Mr.  Miller.  Besides  handling  the  sales  and  warehousing,  I  als 
handle  purchases  for  the  Shipping  Board. 

The  Chairman.  Yes. 

Mr.  Miller.  None  of  our  agents  make  any  sales  without  first  gettin 
in  touch  with  the  record  head.  They  clear  through  the  record  sec 
tion,  and  the  record  section  is  responsible  if  we  buy  anything  whic 
we  have  on  hand. 

The  Chairman.  You  do  not  have  purchasing  agents  for  the  opei 
ators,  do  you  ? 

Mr.  Miller.  The  operators  do  their  own  purchasing,  under  th 
general  supervision  of  the  purchasing  department  agents. 

The  Chairman.  Under  tneir  general  supervision;  how  long  since 

Mr.  Miller.  Possibly  two  months. 

The  Chairman.  Do  you  have  charge  of  advertising  for  proposal 
to  furnish  material  to  the  Shipping  Board  ? 

Mr.  Miller.  Well,  we  work  up  tne  actual  advertisement  itself,  bu 
it  is  placed  by  the  advertising  manager,  Mr.  Low. 

The  Chairman.  He  is  not  under  your  jurisdiction? 

Mr.  Miller.  No,  sir. 

The  Chairman.  That  is  under  what  department  ? 

Mr.  Miller.  He  reports  directly  to  the  chairman. 

The  Chairman.  The  chairman  of  the  board? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Now,  do  you  know  whether  or  not  the  Shipping 
Board  has  asked  for  proposals  for  the  furnishing  of  manila  rop< 
recently  ? 

Mr.  Miller.  Yes,  sir;  I  opened  the  bids. 

The  Chairman.  The  prices  are  very  high,  aren't  they? 

Mr.  Miller.  The  prices  are  very  low. 

The  Chairman.  Low? 

Mr.  Miller.  The  managing  owners  are  paying  at  the  present  tinw 
an  average  of  24  to  25  cents  a  pound.  We  had  a  price  for  furnishing 
manila  rope  in  New  York  for  18.75  cents  per  pound.     In  the  rest  o 
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the  ports  the  price  will  average  20  cents  per  pound.  That  is  new  re 
delivered  on  tne  dock,  and  the  average  would  be  25  cents  per  hundi 
pounds  for  delivery  to  the  ship  from  the  dock. 

The  Chairman.  And  has  the  Shipping  Board  none  of  that  on  har 
Mr.  Miller.  Yes;  we  have  quite  a  large  quantity  of  ro])o  at  WiU 
Point  and  Hog  Island.  The  majority  of  that  rope  has  laid  ther(> 
very  nearly  two  years,  and  the  majority  is  not  in  good  shape.  It  1 
been  lield'for  the  division  of  operations.  Hemp  rope  has  a  habit 
de<*ayin^  at  the  core,  and  it  can  not  be  dei)ended  upon  when  it  deca 
The    Chairman.  You   advertised  for   manila;   is   that   the   sa 

things 

Mr.  Mii-LER.  Yes,  sir.  Under  the  advertisement  the  vendors 
the  rope  will  be  the  warehouses :  we  merely  call  on  them  for  such  re 
as  xre  need.     We  are  put  to  no  expense  in  handling. 

The  Chairman.  How  much  is  that,  in  round  figures,  that  \ 
expe<-t  to  get  ? 

Mr.  Mn.LFR.  Tliat  is  something  I  did  not  have  the  data  to  ch^ 
up,   tind  the  managing  punhasers  W(T(»  purchasing  along  that  li 

and  ^'e  had  no  information 

The  Chairman  (interposing).  How  did  you  1-now  how  much 
advertise  for? 

Mr.  MiLLFR.  We  did  not. 

The  Chairman.  You  just  advertised  for  rope:  for  rates  i  . 
Mr.  MnxER.  Rates,  so  much  per  pound,  for  a  certain  limited  tii 
The  Chairman.  How  long  a  time  did  vou  call  for,  do  vou  reraemb 
Mr.  Miller.  That  was  either  60  or  1)0  days. 
The  Chairman.  ITpon  whose  judgment  are  you  relying  when  j 
state  that  this  rope  at  Wilson  Point  and  Hog  Island  isnot  sers  icea 
•nd  can  not  be  used  ? 

Mr.  Miller.  On  the  judgment  of  the  technical  department  of 
^■^Tsion  of  Construction  and  Repaii-s,  and  we  also  had  some  te 
•^  the  Bureau  of  Standards. 
The  Chairman.  Here  in  Washington  ? 
^r.  Miller.  Yes,  sir. 
J^^e  Chairman.  What  was  the  result  ? 

i^IJi*-  Miller.  Some  of  it  was  in  fair  shape  and  some  was  not. 
jjy^^  Chairman.  Was  any  of  it  in  good  shape  i 
i|^:  Miller.  Not  in  first-class  shape:   no. 
jw  ^ '^^  Chairman.  Were  any  of  those  bids  for  rope  submitted  by  i 

?j^Vifacturers,  or  were  they  submitted  by  dealers  ? 
^  ^X:^^  Miller.  The  manufacturoi-s  submitted  bids  for  all  ports;  tl 

'tiT^  had  dealers  who  bid  on  individual  ports  only. 
jj      *>eCHAiRM\x.   In  otlier  cases  of  [mrchases  which  you  make  \ 
-I       ascertain  whether  \our  inventories  show  nnv  of  that  prope 

M.-*^  MiLLKH.  Yes.  sir. 


tesi 


^w^  ^^     .    .TXi  i.i4  r^rv.       1  v.T«. 

.  .*  *>.e  Chairman*,  lias  your  depart ni en t  made  purchases  of  any  c 
li^^able  quantities  of  material  since  August  1  for  ship  operations 
^'^]t*,  MiLLEi!.  Well,  the  [)rin(lpal  thing  we  liave  bouirlit  has  b< 


^^^*-'*^able  quantities  of  material  since  August  1  for  ship  operations 

,      y.  MiLLEi!.  Well,  the  [)rincipal  thin<r  w*.  Imvi^  K- 
*^!JJ^ eating  oils,  paint,  and  packing. 

^|\J^e  Chairman.   You  have  none  of  that  on  hand  ^ 
*Jl'.  MiLT.EU.  We  liave  none  of  that  on  hand;  no,  sir. 
\^ie  Chairman.  What  have  you  to  say  with  reference  to  the  invi 
^^*^s  and  listing  of  property  in  the  wan^liouses  ^ 
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Mr.  Miller.  I  have  ordered  two  inventories  in  practically  all 
warehouses;  that  is,  we  have  ordered  during  the  month  of  August 
inventories,  and  as  fast  as  the  inventories  are  being  completed  we 
are  advertising  tliat  individual  property  for  sale. 

Tlie  Chaikmax.  Have  you  had  any  inventories  completed? 

Mi\  Miller.  Yes;  we  have  our  inventories  on  the  west  coast  com- 
pleted. 

The  Chairman.  In  the  warehouses? 

Mr.  Miller.  Yes:  in  the  three  warehouses  on  the  Pacific  coast. 

The  CnAiRMAN.  How  long  does  it  take  to  inventory  property  in  a 
warehouse  ? 

Mr;  Miller.  Of  course,  that  would  depend  on  the  number  of  men 
on  the  work  and  the  amount  of  material  in  the  warehouse. 

The  Chairman.  Yes. 

Mr.  Miller.  It  has  been  avernorins:  about  60  davs  on  the  west 
coast. 

The  Chairman.  Have  you  had  any  inventory  completed  on  an 
east  coast  warehouse  as  vet  ? 

Mr.  Miller.  Yes:  Wilson  Point  and  Metuchen. 

The  Chairman.  They  are  completed? 

Mr.  Miller.  Yes:  and  Hog  Island  is  being  mimeographed  now. 

The  Chairmav.  How  many 

Mr.  Miller  (interposing).  We  have  warehouses  at  Beaumont  and 
New  Orleans  about  which  I  know  personally  very  little.  I  have  never 
been  at  .either  place.  And  we  have  two  warehouses  at  Chicago  and 
one  at  Erie. 

The  Chairman.  Erie,  Pa.  ? 

Mr.  Miller.  .Erie,  Pa. 

The  Chairman.  Is  there  not  another  warehouse  on  the  Atlantic 
coast  ? 

Mr.  Miller.  On  the  Atlantic  coast — Wilson  Point,  Hog  Island, 
Metuchen,  New  Orleans,  and  Beaumont.     W^e  have  sold  the  othei-s. 

The  Chairman.  Oh,  the  other  warehouses  have  been  sold? 

Mr.  Miller.  Yes,  sir. 

The  CiLviRMAN.  When  were  they  sold? 

Mr.  Miller.  We  had  one  at  Jacksonville,  the  Bentley  yard,  which 
was  sold  about  three  weeks  ago. 

The  Chairman.  You  heard  Mr.  Taylor  testify  with  reference  to 
the  condition  of  inventories  and  lists  of  property  in  the  various 
warehouses  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  you  agree  that  that  condition  is  and  has  been 
very  unsatisfactory  ? 

Mr.  Miller.  Yes.  But  I  do  not  agree  that  we  are  not  trying  to 
remedy  it.     I  think  we  are  improving  the  condition. 

The  Chairman.  You  think  that  the  conditions  are  being  improved, 
and  that  you  will  be  able  to  soon  know  just  the  exact  situation  with 
reference  to  property  in  the  warehouses } 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  the  division  of  operations  men  have  any 
jurisdiction  over  your  warehouses  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  They  are  under  your  sole  supervision  I 

Mr.  Miller.  Yes,  sir. 
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The  Chairman.  How  many  men  have  you  got  who  can  be  called 
Balesmcn,  or  solicitors  ? 

Mr.  Miller.  Not  exceeding  50. 

The  Chairman.  Where  are  they;  scattered  over  the  country? 

Mr.  Miller.  Pardon  me? 

The  Chairman.  Are  they  scattered  over  the  country? 

Mr.  Miller.  Yes;  all  over  the  country.  Do  you  want  aflist  of  the 
general  locations  ? 

The  Chairman.  Yes.  I  did  not  know  whether  they  were  on  the 
t^ro  coasts,  or  whether  they  were  scattered  throughout  the  interior. 

Mr.  Miller.  They  are  on  both  coasts  and  the  Lakes. 

The  Chairman.  Do  they  travel  about,  or  have  they  offices  where 
they  stay? 

Mr.  Miller.  Where  the  towns  arc  small,  they  travel  around  three 
or  four  or  five  towns. 

The  Chairman.  Have  you  been  able  to  dispose  of  this  material 
along  well-established  shipping  lines,  like  the  I.  M.  M.,  or  the  Lucken- 
baoh,  or  the  Cunard  Anchor  ? 

Mr.  Mu.ler.  No,  sir. 

The  Chairman.  Wliy  not;  have  you  attempted  to  do  it? 

Mr.  Miller.  We  have. 

The  Chairman.  They  will  not  buy? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Can't  you  sell  to  them  cheaper  than  they  can  buy 
in  the  onen  market  ? 

Mr.  Miller.  Yes;  but  the  majority  of  our  material  is  special,  and 
a'  type  that  thev  are  not  using  at  the  present  time.  That  seems  to 
be  sort  of  a  stock  answer. 

The  Chairmax.n  Your  packing  ? 

Mr.  Miller.  We  are  not  sellmg  packing;  we  are  purchasing  that. 

Thr  CiiAiRMAX.  Did  you  not  sell  packing  at  one  time  ? 

Mr.  Miller.  I  know  of  no  packmg  that  has  been  surplus  since 
August  1. 

The  Chairman.  You  did  prior  to  August  1  ? 

Mr.  Miller.  I  don't  know  of  any. 

The  Chairman.  Oh,  you  did  not  come  into  the  division  before 
Auffust  1  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  How  about  engine  oils;  do  you  know  of  any  of 
that  being  sold? 

Mr.  Mn.LER.  I  have  never  even  heard  of  any  of  it  being  surplus. 

The  Chairman.  Are  these  pumps  and  windlasses  and  steam 
-winches  all  special  typo  ? 

Mr.  Miller.  Some  of  them  are. 

The  Chairman.  They,  of  course,  would  not  be  sold,  except  where 
ships  are  being  constructed,  I  suppose? 

Mr.  Miller.  No,  sir. 

The  Chairman.  There  would  not  be  verv  much  use  for  those  in 
the  case  of  operatoi's? 

Mr.  Miller.  Well,  we  have  had  a  few  replacements  on  account 
of  breakages,  that  is  all. 

The  Chairman.  But  you  have  a  largo  quantity  of  those  on  hand, 
haven't  you? 

Mr.  Miller.  Enormous  quantities,  yes,  sir. 
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The  Chairman.  How  many  pumps,  and  I  mean  steam  pumps, 
would  you  say  you  have  on  hana  at  tne  various  concentration  plants  ? 

Mr.  Miller.  Well,  I  have  personally  seen  at  least  500. 

The  Chairman.  And  the  number  is  larger  than  that,  isn't  it? 

Mr.  Miller.  I  should  say  so;  yes,  sir. 

The  Chairman.  And  there  is  more  than  that  number  of  winches  ? 

Mr.  MilLer.  Yes;  we  have  700  winches  at  Hog  Island  alone. 

The  Chairman,  And  you  have  700  more  on  the  Pacific  coast, 
almost — 500,  probably? 

Mr.  Miller.  About  400. 

The  Chairman.  Are  they  special  type,  too,  Mr.  Miller  ? 

Mr.  Miller.  There  are  some  few  standard,  and  which  we  arc 
gradually  using  up.     The  majority  of  them  are  special. 

The  Chairman.  Now,  how  long  in  jrour  judgment  will  it  be,  if  you 
pursue  the  same  policy  that  is  now  in  vogue,  before  this  surplus 
property  will  be  disposed  of? 

Mr.  Miller.  Mr.  Chairman,  I  have  been  trjnng  very  hard  to  find 
somebody  who  will  buy  all  our  surplus. 

The  Chairman.  Under  a  lump-sum  arrangement  ? 

Mr.  Miller.  If  possible. 

The  Chairman.  Do  you  agree  with  Mr.  Taylor  that  that  would  be 
of  a  saving  to  the  Shipping  Board;  to  wipe  it  out  and  get  rid  of  it  ? 

Mr.  Miller.  Absolutely. 

The  Chairman.  Do  you  think  that  there  is  any  organization  in 
this  country  that  is  able  to  handle  a  proposition  like  that  ? 

Mr.  Miller.  I  hope  we  can  get  a  combination  of  organizations  .^ 
together  that  can  handle  it.  There  is  work  being  done  along  that 
line  now. 

The  Chairman.  That  is  xmder  consideration  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Are  you  familiar  with  the  Bardee  contract  ? 

Mr.  Miller.  In  general. 

The  Chairman.  Do  you  know  anything  particularly  about  it;  dL 
you  have  anything  to  ao  with  making  it  ? 

Mr.  Miller.  No,  sir. 

The  Chairman,  It  was  made  before  you  came  to  the  Supply  ai^ 
Sales  Division  ? 

Mr.  Miller.  It  was  made  in  January,  1920;  I  came  in  in  AugU-S 
1920. 

The  Chairman.  Did  you  have  anything  to  do  with  the  modificat 
of  the  terms  of  the  contract  ? 

Mr.  Miller.  Not  the  first  modification;  I  did  with  the  second 
third. 

The  Chairman.  What  was  the  reason  which  prompted  the  sec 
and  third  modifications  ? 

Mr.  Miller.  To  qualify  the  original  and  first  amendment. 

The  Chairman.  More  particularly  for  the  benefit  of  the  purcha^^ 
or  for  the  benefit  of  the  Shippmg  Board,  or  was  it  mutual? 

Mr.  Miller.  Mutual. 

The  Chairman.  Do  you  think  the  Shipping  Board  derived  any  ^^ 
vantage  from  the  third  modification  ?  ^ 

Mr.  Miller.  That  is  rather  a  difficult  question  to  answer.    ^^ 
understanding  is  it  was  merely  a  clarification  of  the  original  and  t  "^ 
supplements,  so  that  it  was  merely  an  explanation  oi  the  origit^ 
meaning. 
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The  Chairman.  Is  the  contract  operating  at  the  present  tune  sat- 
isfactorily? 

Mr.  MnjLER.  The  contract  expired  January  8  of  this  year.  That  is, 
'W'e  can  not  now  certify  any  more  steel  to  tlie  Bardee  Co.  We  could 
liot  after  January  8,  1921. 

The  Chairman.  You  mean  the  contract  expired,  so  far  as  adding 
^  the  material  which  Bardee  was  required  to  take  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  But  he  has  not  taken  all  that  he  agreed  to  take 
^nder  the  terms  of  the  contract,  has  he  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  How  is  that  coming  along.     Is  he  still  taking  it 
^d  paying  for  it  ? 
1    Mr.  Miller.  When  we  certify  material  to  the  Bardee  Co.  they 
^^e  one  year  in  which  to  move  it. 

T\e  Chairman.  One  year? 

^it.  Miller.  Yes;  under  the  terms  of  the  original  contract. 

T!he  Chairman.  That  was  not  modified  ? 
;J^.  ^IiLLER.  No,  sir. 
T'hc  Chairman.  Who  takes  care  of  it  ? 
;J^x*.  Miller.  We  do. 
^^Ixe  Chairman.  For  a  year? 
JJ^Jt*.  Miller.  Yes,  sir. 

"ixe  Chairman.  This  property  is  located  at  nearly  all  the  larger 
steeX  construction  plants  that  had  contracts  with  the  Shipping  Board, 
*sn'^     it  ? 

.  Miller,  Yes,  sir. 

e  Chairman.  In  the  lake  district  and  on  the  Atlantic  and  Pacific 

^'^^.  Miller.  I  do  not  believe  any  steel  has  been  certified  to  the 
^^l^^j^ee  Co.  on  the  Pacific  coast. 

*-xie  Chairman.  Is  there  a  separate  contract  with  the  Bardee  Co. 
^^^    t  he  Pacific  coast  material  ? 
^^.  Miller.  Yes,  sir. 
I^e  Chairman.  Has  that  been  closed  ? 
^[tr.  Miller.  I  believe  it  has. 

.!Xlie  Chairman.  Well,  now,  Mr.  Miller,  how  long  do  you  expect  it 
^^  be  before  the  operations  imder  the  Bardee  contract  will  be  closed 
^P>  if  they  exercise  their  right  to  wait  a  year  before  taking  it? 
•^^Ir.  Miller.  January  1,  1922;  that  is,  if  they  wait  the  full  time. 
^^  have  certified  considerable  material  in  the  last  two  weeks  of  the 
^^ntract. 

1  .  tTie  Chairman.  How  much  of  that  material  was  there — that  same 
^iud  of  material  was  there,  or  will  there  be,  as  nearly  as  you  can  esti- 
l^^te,  left,  assuming  that  the  Bardee  Co.  takes  all  its  material  imder 
r^  contract  by  the  1st  of  Juno;  how  much  more  will  there  be  left;  as 
^^Vxch  as  they  have  taken  ^ 
Jdr.  Miller.  No,  sir. 

The  Chairman.  Less  than  what  they  have  taken  ? 
rw  ilr.  Miller.  Yes.     We  will  have  certified  close  to  130,000  tons. 
"^kiere  will  not  be  over  25,000  tons  left  on  our  hands  of  material  that 
^Otdd  have  been  applicable  under  their  contract. 

The  Chairman.  There  is  a  lot  of  scrap  material  that  was  not  cer- 
tified, isn't  there  i 

Mr.  Miller.  Yes,  sir. 
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The  Chairman.  How  much  of  that  will  vou  have  on  hand  ? 

Mr.  Miller.  We  have  been  cleaning  it  up  and  selling  that  as  fast 
we  get  it. 

The  Chairman.  The  market  is  rather  low  for  that  just  now? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Are  you  selling  it  just  the  same  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Are  you  selling  considerable  quantities  of  it  ? 

Mr.  Miller.  We  do  not  allow  considerable  quantities  to  accumu- 
late. We  are  cleaning  it  up  to  date,  and  from  day  to  day  as  we  go 
along. 

The  Chairman.  Is  that  sold  to  purcliasers  in  the  localities  where 
it  is  located,  or  is  it  shipped  to  considerable  distances? 

Mr.  Miller.  No,  sir;  we  do  not  ship  it;  we  do  not  ship  it  at  all.. 

The  Chairman.  You  do  not  ship  it  ? 

Mr.  Miller.  We  sell  it  as  is,  and  where  it  is. 

The  Chairman.  As  is  and  where  it  is? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  long  do  j^ou  give  these  purchasers  to  take  it  ? 

Mr.  Miller.  We  do  not  keep  It  at  all. 

The  Chairman.  You  do  not  give  them  a  long  time  to  take  it? 

Mr.  Miller. 'No,  sir;  we  cannot.  Quite  frequently  we  are  sub- 
jected to  rental  charges  which  we  want  to  eliminate. 

The  Chairman.* Subjected  to  rental  charges? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  do  vou  mean  ? 

Mr.  Miller.  We  will  have  ground  in  a  shipyard,  and  have  to  pay 
rental  for  the  ground  we  occupy. 

The  Chairman.  Does  that  apply  to  the  material  under  the  Bardee 
contract  too  ? 

Mr.  Miller.  Yes;  in  some  cases. 

The  Chairman.  So  if  the  Bardee  Co.  wanted  to  do  so  thev  could 
impose  a  rental  cost  for  a  year  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  they  take  their  material  quite  promptly? 

Mr.  Miller.  They  have  been  up  to  date;  yes,  sir. 

Mr.  Chairman.  Do  you  know^  of  any  permission  having  been  given 
the  Bardee  Co.,  or  its  representatives,  to  inspect  the  records  of  your 
division  ? 

Mr.  Miller.  There  was  a  memorandum  addressed  to  all  the 
divisions,  signed  by  the  chairman,  dated,  I  think,  the  latter  part  of 
July,  or  the  first  part  of  August,  1920,  requesting  the  heads  of  all 
divisions  to  give  the  bearer  all  information  on  surplus  thatjhe  de- 
sired. 

The  Chairman.  Who  was  the  bearer?  A  representative  of  the 
Bardee  concern  ? 

Mr.  Miller.  The  man  who  presented  it  to  me  was;  yes,  sir. 

The  Chairman.  Did  he  want  to  see  vour  books? 

Mr.  Miller.  He  did  not  ask  to  see  my  books;  no,  sir. 

The  Chairman.  Well,  the  books  of  the  Supply  and  Sales  Division, 
or  Purchasing  Division? 

Mr.  Miller.  No;  he  did  not  ask  anything  of  the  kind.  He  asked 
quite  a  few  questions  regarding  the  material  which  we  had,  which 
we  were  very  glad  to  furnish  any  prospective  purchaser. 
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The  Chairman.  Well,  did  you  demur  to  that  at  all  ? 
Mr.  Miller.  Well,  I  took  the  memorandum  to    the   chairman's 
office  to  get  an  interpretation  upon  it;  yes,  sir. 
The  Chairman.  Did  you  get  your  interpretation  ? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  And  followed  out  the  spirit  of  the  memorandum  ? 
Mr.  Miller.  Yes,  sir.     I  was  instructed  to  use  my  own  judgment 
as  to  what  should,  and  what  was  proper,  to  give  out  to  prospective 
customers. 

The  Chairman.  And  did  you  make  any  exception  in  this  case  ? 
Mr.  Miller.  No  exception  at  all,  sir. 

The  Chairman.  You  treated  them  the  same  as  other  prospective 
purchasers  ? 

Mr.  Miller.  The  same  way. 

The  Chairman.  Is  there  a  gentleman  in  your  department  now  by 
the  name  of  C.  O.  Yocum? 
Mr.  Miller.  No,  sir.. 

The  Chairman.  Has  he  been  with  your  department  since  you  have 
been  the  head  of  it  ? 

Mr.  Miller.  He  was  with  me  for  the  first  30  davs. 
The  Chairman.  When  was  that?     In  August? 
Mr.  Miller.  Pardon  me.     He  was  with  me  until  approximately 
December  1,  1920,  as  district  director,  western  district,  division  of 
supply  and  sales. 

iftie  Chairman.  Approximately  until  October  1  ? 
Mr.  Miller.  December  1,  1920.     No,  pardon  me  again;  he  was 
only  with  me  30  days,  or  until  September  1,  1920. 
TThe  Chairman.  In  charge  on  tne  coast? 
Mr.  Miller.  In  charge  on  the  west  coast. 
The  Chairman.  Do  you  know  how  long  he  had  been  there? 
Mr.  Miller.  I  do  not. 
The  Chairman.  DU]  you  remove  him  ? 
Mr.  Miller.  Yes,  sir. 
The  Chairman.  For  what  reason  ? 
Mr.  Miller.  Unsatisfactorv  work. 
The  Chairman.  What  unsatisfactory  work? 

Mr.  Miller.  Well,  we  did  not  have  the  records:  the  west  coast 
appeared  to  be  a  closed  book  to  our  division;  we  had  absolutely 
nothing  at  all  from  him  and  did  not  seem  to  be  able  to  obtain  the 
information  we  desired,  so  I  put  somebody  out  there  who  would  give 
nie  information  when  I  re([uested  it. 

The  Chairman.  He  not  only  failed  to  give  information,  but  he 
refused  to,  didn't  he? 

Mr.  Miller.  I  would  not  say  there  was  any  definite  refusal.  The 
information  did  not  come  in. 

'I'he  Chairman.  There  were  not  only  one  or  two,  Init  repeated 
requests  or  demands  for  information  which  failed  to  Iring  it  from 
him,  wasn't  there?  Didn't  you  ask  him  two  or  three  times  for  the 
same  information  ? 

Mr.  Miller.  We  have  asked  numerous  times  for  the  same  informa- 
tion without  obtaining  it;  yes,  sir. 

The  Chairman.  Now,  do  vou  know  about  the  Sullivan  boiler  sale; 
or  the  Burner  boiler  sale  ? 
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Mr.  Miller.  I  remember  a  sale  that  was  made  to  a  Mr.  Parks,  and 
Sullivan  bid  on  those  boilers.  I  imagine  that  is  the  case  you  have  in 
mind. 

The  CiLviRMAN.  Yes.  What  do  you  know  about  that  sale?  Was 
that  made  in  the  usual  way,  and  the  terms  complied  with,  and  the 
money  paid  ? 

Mr.  Miller.  We  circularized  those  boilers;  that  is,  we  sent  out 
circulars  to  40  or  50  people  whom  we  knew  would  be  interested  in  that 
commodity  and  asked  tnem  to  submit  bids.  We  only  received  two, 
one  from  Sullivan  and  one  from  Parks.  We  were  ready  to  make  a 
recommendation  to  the  highest  bidder  when  the  other  one  said  he 
would  give  more  money,  so  we  reopened  it  again.  My  recollection 
is  we  reopened  it  twice  before  they  were  both  satisfied  and  gave  their 
highest  bid.     It  was  awarded  to  the  highest  bidder.  Parks. 

Thfe  Chairman.  Do  you  remember  the  sale  of  ships  and  machinery 
to  the  National  Oil  Co.,  Mr.  Daugherty ;  was  that  handled  under  your 
jurisdiction;  was  that  one  of  the  sales  made  by  Mr.  Yoakum  ? 

Mr.  Miller.  That  was  not  made  sinc^  August  1st,  as  I  remember. 
I  am  not  familiar  with  the  sale  at  all,  sir. 

The  Chairman.  It  was  made  before  you  came  to  the  supply  and 
sales  division  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  How  about  the  Rogers  hull  contract;  did  you 
make  that? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Are  you  familiar  with  it  ? 

Mr.  Miller.  I  know  the  general  provisions  only. 

The  Chairman.  Did  you  have  any  jurisdiction  or  work  on  that 
contract  ? 

Mr.  Miller.  I  never  had  anything  to  do  with  the  contract  itself; 
no,  sir. 

The  Chairman.  At  one  time  did  not  the  Bardee  Company  operate 
as  a  sales  agent  for  the  board,  or  corporation,  on  the  Pacific  coast  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  It  never  did  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Was  it  contemplated  asking  them  to  do  that? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Do  you  know  anything  about  the  Greenburg 
scrap  or  junk  contract? 

Mr.  Miller.  There  was  some  scrap  at  Hog  Island  which  Greenburg 
bid  on  and  did  not  get.  I  do  not  remember  the  controversy.  I  was 
on  the  West  coast  from  September  3  to  October  19.  My  recollection 
is  that  that  came  up  within  that  period. 

The  Chairman.  Was  Mr.  Kline  acting  in  any  capacity  in  connection 
with  that  sale  ( 

Mr.  Miller.  Mr.  Kline  at  that  time  was  eastern  director  of  the 
division  of  supply  and  sales,  eastern  district,  at  Philadelphia. 

The  Chairman.  Who  was  Mr.  Weaver;  was  he  connected  with 
the  supply  and  sales? 

Mr.  Mii.LER.  No,  sir. 

The  Chairman.  Was  he  connected  with  Bardee? 

Mr.  Miller.  I  understand  he  was  secretary  of  the  Bardee  Company. 

The  Chairman.  He  was  formerly  with  the  Shipping  Board  f 

Mr.  Miller.  Yes,  sir. 
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The  Chaibman.  With  the  supply  division  ? 

Mr.  Miller.  No,  sir;  with  tne  construction  claims  board. 

The  Chairman.  Were  you  in  charge  of  the  supply  and  sales 
division  when  Mr.  Kline  w^as  up  there  at  Philadelphia  ? ' 

Mr.  Miller.  Yes;  I  took  charge  while  he  was  there. 

The  Chairman.  Was  he  removed  ? 

Mr.  Miller.  While  I  was  on  the  West  Coast  he  was  shifted  to 
Hcg  Island  in  charge  of  Hog  Island. 

'file  Chairman.  Out  of  jour  jurisdiction  ? 

Mr.  Miller.  No,  sir;  within  my  jurisdiction.  He  was  transferred 
there  as  special  representative,  in  charge  of  the  yard. 

The  Chairman.  Still  under  your  supervision  and  direction? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Is  he  still  there  ? 

Mr.  Miller.  No,  sir;  he  is  now  the  personal  representative  of  the 
president  of  the  Emergency  Fleet  Corporation. 

The  Chairman.  Who  is  that? 

Mr.  Miller.  Chairman  Benson. 

The  Chairman.  Oh,  yes.  He  is  president  of  the  Emergency 
Fleet  Corporation  and  chairman  of  the  Shipping  Board;  is  that  the 
title  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  is  he  doing,  do  you  know? 

Mr.  Miller.  I  do  not. 

The  Chairman.  He  is  not  in  your  department? 

Mr.  Miller.  Not  in  my  department  at  all. 

The  Chairman.  Now,  have  there  been  men  in  your  department 
who  have  left  the  employ  of  the  Fleet  Corporation  or  the  Shipping 
Board  and  accepted  employment  with  firms,  like  the  Bardee,  or  the 
Southern  Scrap  Material,  or  other  concerns,  for  the  purpose  of  pur- 
chasing material  ? 
t  Mr.  Miller.  Well,  there  is  no  doubt  that  some  of  that  has  occurred. 
1  do  not  know  of  anybody  that  has  gone  to  the  Bardee  Co. 
When  I  came  in  on  August  1,  Mr.  Rocap  was  district  director  at 
New  Orleans.  His  resignation,  however,  was  already  in  before  I 
took  charge,  and  I  understand  he  went  with  Ness.  That  is  the  only 
case  that  I  personally  know  of. 

.  The  Chairman.  W^ell,  that  is  the  natural  thing  for  men  to  do, 
^n't  it — men  who  have  been  connected  with  the  Emergency  Fleet 
'  x^rporation,  or  the  Shipping  Board,  who  receive  offers  to  go  with 
*^ther  shipping  operators  or  ship  concerns,  or  men  dealing  in  ship 
^^terial — surplus  material  ? 

Air.  Miller.  Well,  they  may  have  received  offers;  I  have  never 
^^eived  any. 

The  Chairman.  You  know  of  men  having  left  the  Shipping  Board 
*^d  going  with  steamship  linos  or  ship  operators  ? 
^r.  Miller.  No;  I  do  not,  Mr.  Chairman.     I  am  not  familiar  with 
^^at  end  of  it,  the  operations  end. 

The  Chairman.  What  I  am  getting  at  is  this:  Do  you  consider  it 
^ything  improper,  for  instance,  if  you  should  get  an  offer  to  go  to 
^ork  for  the  Cramp  Shipyards  at  an  advance  in  salary  over  what 
you  are  getting  now,  would  you  consider  it  anything  improper  in 
Jour  accepting  that  employment  ? 

Mr.  Miller.  I  would  try  to  find  other  employment. 
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The  Chairman.  You  think  that  it  a  man  has  been  working  for  the* 
Shipping  Board  and  has  been  handling  matters  involving  dealings' 
between  the  Shipping  Board  and  certain  other  concerns,  that  perhaps 
it  might  bo  questionable  for  a  man  in  the  Shipping  Board  who  had 
to  do  with  the  handling  of  those  matters  to  later  accept  employment 
with  a  concern  who  had  those  dealings  ? 

Mr.  Miller.  Well,  that  would  be  largely  a  personal  equation,  of 
course.     It  all  depends  on  how  the  individual  feels  about  it.     Cei^ 
tainly,  if  they  were  discharged  from  the  fleet  emplovment,  I  do  not 
see  why  they  should  not  go  where  they  pleasea,  if  the}^  have  toi 
earn  a  livelihood,  certainly. 

The  Chairman.  Well,  in  some  branches  of  this  work  men  muslj 
have  gained  a  knowledge  and  experience  that  would  be  of  advantage  j 
to  private  concerns,  would  they  not;  ship  operators  and  ship  com-i 
panics,  and  construction  companies  ?  ' 

Mr.  Miller.  There  is  no  doubt  the\'  did  gain  knowledge  that 
would  help  companies  having  business  with  the  fleet. 

The  Chairman.  And  that  might  apply,  perhaps,  to  some  of  the 
attorneys  who  came  with  the  Shipping  Board;  they  might  get  aa 
experience  and  knowledge  in  the  handling  of  contracts  tJiat  would 
make  them  valuable  men  in  law  firms  handling  the  business  of  great 
construction  companies  ? 

Mr.  Miller.  I  should  think  so. 

The  Chairman.  Did  you  have  anything  to  do  with  the  sale  of  the 
National  Plant  at  wSavannah? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  was  there  about  that  sale  which  resulted  in 
selling  that  plant  complete  for  some  $39,000  or  $40,000,  when  it 
cost  nearly  a  half  million  ? 

Mr.  MiLLEJi.  Well,  we  had  to  get  out  of  the  yard,  of  course.  We 
were  on  leased  property;  we  did  not  own  the  ground  itself,  and  that 
was  the  highest  offer  we  could  get  for  it. 

The  Chairman.  Was  it  generally  advertised  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  try  to  sell  the  material  apart  from  the 
plant,  or  did  you  just  try  to  sell  the  whole  business  ? 

Mr.  Miller.  We  tried  to  lump  the  whole  thing  and  get  rid  of  the 
whole  thing  at  one  time. 

The  Chairman.  How  long  did  the  lease  have  to  run  ? 

Mr.  Miller.  I  do  not  remember  the  terms  of  the  lease. 

The  Chairman.  Do  you  remember  what  the  rental  price  was? 

Mr.  Miller.  My  recollection  is  $20,000  a  year.  Mr.  Richardson 
here  could  answer  that. 

The  Chairman.  That  it  was  appraised  at  $88,000,  was  it? 

Mr.  Miller.  Appraised  at  $88,000,  yes,  sir. 

The  Chairman.  And  who  bought  it  '^ 

Mr.  Miller.  It  was  bought  by  Harris  Bros.  Co. 

The  Chairman.  That  is  (^uite  a  large  sales  organization? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  some  of  the  former  employees  of  the  Fleet 
Corporation  go  into  the  employ  of  that  concern  ? 

Mr.  Miller.  Not  that  I  know  of. 

The  Chairman.  Well,  did  j-ou  get  cash  for  that? 

Mr.  Miller.  Yes;  cash. 
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The  Chairman.  And  there   is   nothing   in   connection   with    that 
maining  to  be  adjusted — that  National  Shipyard  ? 
Mr.  Miller.  Nothing  at  all. 

The  Chairman.  So  there  is  an  instance  where  you  sold  the  plant 
id  material  for  a  lump  sum,  but  at  a  tremenJious  sacrifice,  but 
irther  retention  of  it  would  not  only  have  added  to  the  expense, 
lit  would  have  increased  the  depreciation? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Do  you  think  that  if  you  had  kept  that  for  a  few 
Lonths  longer  that  you  would  have  got  a  better  price,  in  view  of 
hat  has  happened  in  the  market  for  the  sale  of  that  material  ? 
Mr.  Miller.  We  would  be  taking  a  gamble,  and  I  do  not  believe 
le  Government  should  gamble  in  commodities  of  that  kind.  What 
have  been  trying  to  do  was  to  let  somebody  else  take  the  chances 
1  it. 

The  Chairman.  The  purchaser? 
Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  get  any  offers  from  anybody  else? 
Mr.  Miller.  I  had  considerable  negotiation  regarding  the  sale, 
at  that  was  the  only  offer  we  had.  We  did  have  an  offer  from 
W.  Ridolph,  of  Savaimah,  dated  January  16,  1920;  and  he  offered 
rO,000,  to  be  paid  for  as  the  materials  were  shipped.  Since  this  was 
I  indefinite  we  interviewed  Mr.  Ridolph  to  ascertain  what  his  terms 
ere.  It  was  learned  from  him  that  he  had  no  financial  backing; 
lat  he  could  make  no  cash  offer;  that  he  wanted  the  goods  shipped 
>  him,  and  that  he  would  pay  for  them  as  he  sold  them.  This  would 
%Ye  amounted  to  his  being  appointed  agent  for  the  Board,  which, 
f  course,  we  could  not  do. 

The  Chairman.  That  w^as  a  case  w^hcre  the  gamble  would  be  trans- 
trred  to  the  Govenmient  ? 
Mr.  Miller.  Yes,  and  the  profit  to  the  agent. 
The  Chairman.  What? 

Mr.  Miller.  And  the  profit,  if  any,  to  the  agent. 
The  Chairman.  Now,  do  vou  know  of  instances  where  the  mate- 
ills  have  been  taken  out  of  warehouses  without  proper  records  being 
apt? 

Mr.  Miller.  There  is  no  doubt  that  that  was  done,  because  we 
und  that  the  records  were  not  in  good  shape. 

The  Chairman.  Wlio  was  responsible  for  those  records  prior  to 
)iir  coming  here  ? 

Mr.  Miller.  Mr.  Lee  Allen  was  acting  manager  of  the  division  of 
ipply  and  sales  before  I  took  charge. 
Tlie  Chairman.  Wliom  did  he  succeed  ? 
Mr.  Miller.  Mr.  Weir. 
The  Chairman.  And  whom  did  he  succeed  ? 
Im'.  Miller.  Mr.  RoUason. 
The  Chairman.  He  was  the  first  man  in  charge  ? 
Mr.   Miller.  Mr.  RoUason  was  the  first  man  in  charge  of  the 
insolidated  division. 

The  Chairman.  Now,  did  you  receive — or  were  the  records  trans- 
itted  to  you  when  3"ou  took  charge;  did  you  recieve  the  records  of 
le  property  in  the  warehouses  ? 

Mr.  Miller.  Approximate v  January  1,  1920,  the  then  manager 
■  the  Division  of  Supply  and.  Sales  decentralized  the  records  to  Wio 
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districts,  so  there  were  no  records  for  me  to  take  charge  of  in  the  ho 
office.    I  had  to  build  up  my  own. 

The  Chairman.  Now,  how  did  you  do  that;    by  calling  in 
records  from  the  districts  ? 

Mr.  Miller.  By  calling  in  the  records  from  the  districts  and  wh 
they  were  not  correct,  by  taking  a  new  inventory  of  the  projects. 

The  Chairman.  Do  you  know  of  any  instances  where  office  equij 
ment,  such  as  typewriters,  filing  devices,  and  desks  have  been  sold 
any  district — the  Southern  District,  I  think  it  has  been  testified  to 
and  later  similar  supplies  having  been  bought  in  the  open  market  ? 

Mr.  Miller.  I  do  not  know  from  personal  knowledge  that  that 
been  done. 

The  Chairman.  Have  you  received  any  reports  to  that  effect? 

Mr.  Miliar.  No,  sir. 

The  Chairman.  Have  you  seen  any  reports  or  records  to  i 
effect? 

Mr.  MiLLKU.  I  have  not  seen  any  reports  or  records  of  anything 
the  kind ;  no,  sir. 

The  Chairman.  Well,  in  view  of  the  lack  of  records  or  the  comple 
records  with  respect  to  warehouses,  would  you  say  that  that  lui 
have  occurred '( 

Mr.  Miller.  That  would   all  depend  on  the  district  director  i 
charge  of  each  district.     They  were  supposed  to  function  practioallj 
independently. 

The  Chairman.  But  this,  1  think  it  had  been  testified  to,  did  occuij 
in  the  southern  district,  and  as  I  understood  vou  to  say,  when  vofll 
came  m  you  found  the  Southern  District — it  was  not  in  as  good  coa^ 
dition  from  an  accounting  aiid  record  standpoint  as  the  other  dl^^trictsl 

Ml".  Miller.  That  is  true.     It  is  still  in  bad  condition. 

The  Chairman.  Still  in  bad  condition? 

Mr.  MiLr.ER.  Yes,  sir. 

The  Chairman.  Tn  view  of  that,  would  vou  sav  this  misht  have 
occurred  in  the  southern  district? 

Mr.  Miller.  It  might  have  occurred. 

The  Chairman.  And  due  to  a  lack  of  proper  check  on  the  records? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Now.  was  this  Mr.  Rocap  the  man  in  charge  down 
there? 

Mr.  Miller.  Mr.  Rocap  was  district  director  until  September  1, 
1920. 

The  Chairmxn.  Was  he  the  man  vou  removed  ? 

Mr.  Miller.  I  did  not  remove  him.  His  resignation  was  in  when 
I  took  charge.  Mr.  Dillinorham  succeeded  him,  and  Mr.  Dillingham 
was  renifived,  effective  last  Fhursdav. 

The  Chairman.  Who  succeeded  him? 

Mr.  Miller.  Mr.  A.  C.  Roberts. 

The  Chairman.  W\\o  is  he? 

Mr.  MiLLEK.  He  is  a  new  man  down  there:  he  was  in  the  home 
office  in  charge  of  sales,  and  afterwards  he  was  at  Hog  Island.  He  is 
a  man  familiar  with  what  went  on  up  there. 

The  Chairman.  Was  Mr.  Carter  in  charge  down  there? 

Mr.  Mn.LER.  Mr.  Carter  was  in  charge  previous  to  Mr.  Rocap  1 
know  nothing  of  Mr.  CarttT. 
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»  The  CiiAiRMAX,  Do  you  think  that  tho  Fleet  Corporation  or  the 
iappl3'  and  Sales  Division  is  taking  the  necessary  stej)s  to  insure  the 
ittt  possible  bids  for  material  which  it  is  seeking  to  flispose  of  i 

Mr.  MiM.CR.  Our  sah^s  methods  may  be  at  the  present  time-  -may 
E  enlarge  on  the  general  sibject  ? 

The  Chairman.  Yes;  if  ^-^ou  will,  just  give  us  the  procedure. 

Mr.  Millkr.  I  found  when  I  came  in,  they  were  making  hundreds 
fed  thousands  of  small  sales.  Each  sale  naturally  costing  a  lot  of 
inoney,  recording,  and  passing  through  so  many  channels.  So  we 
kried  lo  avoid  that  and  sell  by  ciistricls,  if  |)ossible.  If  we  could  get  a 
^tomer  sufficiently  big  we  would  sell  hnn  a  district,  or  the  entire 
Pountry.  If  we  can  not  do  that  we  try  to  sell  him  a  warehouse,  and 
If  we  can  not  sell  him  the  warehouse,  we  sell  by  groups;  that  is,  all 
tlectrical  supplies,  or  plumbing  supplies  in  there.     We  get  a  list  of 

Pe  supplies  and  circulate  it  among  the  men  in  the  business  and  get 
ds  and  open  them  on  a  certain  day. 
The  Chairman.  You  think  that  is  more  advantageous  to  the 
Bhippins  Board  than  the  plan  that  was  in  operation  when  you  came? 
fllr.  Duller.  Ver\'  much  more  than  the  retail  sales.  We  have 
Men  able  to  cut  over  a  million  and  a  quarter  from  our  overhead, 
due  largely  to  the  change  in  sales  policy. 

The  Chairman.  If  a  gentleman  should  come  to  your  office  to- 
tanorrow  morning,  Mr.  Miller,  with  the  ability  to  satisfy  you  as  to 
liis  financial  strength  to  carry  out  the  proposition  and  macie  you  an 
offer  for  all  the  surplus  material  that  you  nave  on  hand,  taken  over 
m  one  lump,  and  you  took  a  sufficiently  reasonable  length  of  time 
to  satisfy  yourself  that  the  man  could  carry  out  the  contract  and 
that  the  price  was  of  advantage  to  the  Shipping  Board,  and  you 
closed  the  deal,  how  much  of  a  reduction  could  you  make  in  your 
forces;  in  your  organization,  and  how  soon  could  you  make  it? 

Mr.  Miller.  If  we  could  make  a  lump  sum  sale  of  all  surplus 
materials  which  we  now  have,  and  which  we  are  going  to  get — that 
is  your  idea  ? 

The  Chairman.  Yes. 

Mr.  Miller.  We  could  eliminate  the  warehouse  sales  and  leave 
only  the  purchasing,  and  leave  our  personnel  at  about  1,200. 

The  Chairman.  Cut  it  down  200  people? 

Mr.  Miller.  Two  hundred  people  who  are  doing  purchasing  in 
this  country  and  abroad,  and  at  the  foreign  fuel  stations. 

The  Chairman.  Are  the  foreign  fuel  stations  under  your  juris- 
liction  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  this  1,400  include  those  abroad  ^ 

Mr.  Miller.  Yes;  we  have   agents  in   practically   every   country 

)n  the  globe.  ,,-     i  .      ,      7 

The  Chairman.  You  have,  you  say,  how  many  in  Washington  5 

Mr.  Miller.  One  hundred  and  thirty-eight. 

The  Chairman.  Would  vou  mean  to  say  that  you  could  get  along 
with  62people  outside  of  Washington,  or  would  you  make  a  reduction 
>f  the  Washington  forces  ?  ^     i_  •      *  r.  «r« 

Mr.  Miller.  WVll  in  our  purchasing  department  in  W  ashington  we 
lave  only  about  15  people:  (^ver^bodv  else  wouhl  go,  except  "jai- ^^• 

The  Chairman.  Now,  with  reference  to  your  purchasing  ^v;™"' 
lo  those  people  abroad  have  the  authority  to  make  sales^  wiino 
;able,  or  confirmation  from  the  home  office  ? 
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Mr.  Miller.  We  have  no  surplus  abroad,  ^so  there  is  no  surpl 
to  sell. 

The  Chairman.  I  mean  purchases,  excuse  me;  have  they  authorit; 
to  make  purchases  abroad  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Without  the  transaction  being  confirmed? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  What  do  they  have  to  guide  them  as  to  what  Jil 
a  proper  price  to  pay  ? 

Mr.  Miller.  Tney  have  the  local  conditions  there,  the  local" 
markets  to  guide  them.  They  only  buy  what  is  absolutely  necessary^ 
for  ships  in  foreign  ports. 

The  Chairman.  Is  Mr.  Bowen  under  your  supervision?  ] 

Mr.  Miller.  No,  sir.  ] 

The  Chairman.  What  division  is  he  in? 

Mr.  Miller.  Mr.  Bowen  is  special  assistant  to  the  head  of  the 
Emergency  Fleet  Corporation,  and  is  in  charge  of  fuel  oil,  and  I] 
understand  buys  frel  oil  to  keep  our  tankers  supplied.  ^ 

The  Chairman.  Does  he  not  ouy  coal  too? 

Mr.  Miller.  He  has  bought  coal.  We  have  no  blanket  contracts 
for  coal. 

The  Chairman.  And  is  he  not  the  only  one  who  buvs  coal? 

Mr.  Miller.  Where  coal  is  bought,  yes,  sir. 

Tlie  Chairman.  He  advertised  for  coal  sometime  ago,  did  he? 

Mr.  Miller.  I  did  not  see  that  advertisement. 

The  Chairman.  Did  you  advertise  for  coal? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Did  you  buy  coal  ? 

Mr.  Miller.  No,  sir. 

The  Chairman.  Do  you  know  anvthing  about  the  purchase  of 
fuel  for  next  year,  or  is  that  under  M!r.  Bowen? 

Mr.  Miller.  Mr.  Bowen  has  that  whole  matter. 

The  Chairman.  What  was  the  reason  that  prompted  you  to  re- 
move Mr.  Dillingham  from  the  southern  district,  or  recommend 
his  retirement  ? 

Mr.  Miller.  Merely  because  we  can  not  get  anv  records  from  our 
southern  district,  and  there  is  general  dissatisfaction  amon^  the 
purchasers  of  our  material  who  have  done  business  in  that  distnct. 

The  Chairman.  What  is  that  dissatisfaction  based  upon;  what 
reasons  do  they  give  for  being  dissatisfied  ? 

Mr.  Miller.  Well,  the  reasons  are  very  general. 

The  Chairman.  General? 

Mr.  Miller.  Yes:  very  general  in  character. 

The  Chairman.  Well,  for  instance,  can  vou  cite  something;  can 
you  give  us  any  idea  what  the  situation  Is  down  there,  and  why  it  is 
necessary  to  remove  a  man,  and  what  it  is  that  needs  remedying? 

Mr.  MILLER.  The  first  thing  we  have  to  find  out  is  what  material 
we  have  in  the  southern  district.  We  have  no  record  here  at  all. 
The  district  director  at  New  Orleans  is  unable  to  make  int<?lligent 
sales,  because  he  has  no  records.  A  customer  will  come  into  the 
yard  and  actually  see  the  material  he  desires,  and  then  go  into  the 
office,  and  he  can  not  buy  it,  because  there  is  no  record  of  it.  We 
have  to  remedv  those  conditions. 
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The  Chaibman.  Do  you  know  whether  records  were  made  ? 

Mr.  Miller.  I  know  inventories  were  made  at  Beaumont  and  New 

Brleans,  but  not  kept  up  to  date.     New  inventories  will  have  to  be 
ade. 

The  Chaibman.  And  that  will  take  some  time  ? 

Mr.  MiLLEB.  Yes,  sir. 

The  Chairman.  Then  if  you  had  this  lump  sum  offer  which  I  used 
|br  a  question  a  few  moments  ago,  before  you  could  accept  such  a 
Proposition  as  that  you  would  have  to  know  what  was  in  the  southern 
faros,  wouldn't  you  ? 

Mr.  Miller.  We  would  have  to  know  in  a  general  wav,  at  least. 
We  would  not  have  to  know  to  the  last  dollar  what  was  clown  there, 
I  do  not  think. 

The  Chairman.  Have  you  got  sufficient  information  now  so  that 
you  can  say  in  a  general  way  what  is  down  there  ? 
,    Mr.  Miller.  No  sir;  we  would  need  at  least  30  davs. 
!    The  Chairman.  You   would    need    some    time    before    a   special 
inventory  and  reappraisal  of  that  property  could  be  made  in  the 
southern  district  i 

Mr.  Miller.  Yes,  sir. 

The  ChaiRxMan.  Are  you  about  to  do  that  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Is  it  under  way  vet  ? 

Mr.  Miller.  Yes;  Mr.  Roberts  has  instructions  to  make  a  new 
inventory  where  necessary'  and  bring  the  records  up  in  A-1  shape, 
and  send  them  to  Washington.  We  are  not  making  enough  sales  at 
New  Orleans  to  warrant  keeping  men  there. 

The  Chairman.  How  many  men  have  vou  there  ? 

Mr.  Miller.  A  total  of  68,  scattered  tliroughout  the  district. 

The  Chairman.  With  headquarters  at  New  Orleans  i 

Mr.  Miller.  Headquarters  at  New  Orleans. 

The  Chairman.  Is  that  including 

Mr.  Miller  (interposing).  That  does  not  include  the  weekly  pay 
roll;  that  includes  all  men  from  Florida  to  the  Gulf. 

The  Chairman.  You  say  that  does  not  include  the  weekly  pay  roll  ? 

Jlr.  Miller.  No,  sir. 

The  Chairman.  How  many  more  men  would  that  inc^ludo  ? 

Mr.  Miller.  That  figure  fluctuates  very  rapidly,  especially  down 
there.     Something  over  100. 

The  Chairman.  I  did  not  get  the  answer. 

Mr.  Miller.  That  figure  fluctuates  ver>'  rapidly.  Something  over 
a  hundred. 

The  Chairman.  Something  over  a  hunderd  for  the  district  ? 

Mr.  Miller.  Yes :  that  would  include  the  guards  and  labor  and  all. 

The  Chairman.  Now,  what  arc  you  charging  off  for  depreciation; 
Ao  you  make  a  charge  off  each  month,  or  do  you  not  do  that  ? 

Mr.  Miller.  We  are  paying  no  attention  at  all  to  depreciation. 

The  Chairman.  Paying  no  attention  to  it  all? 

Mr.  MiLX^ER.  No,  sir. 

The  Chairman.  Isn't  it  necessary  to  take  that  into  consideration'^ 

Mr.  Miller.  It  may  be  for  the  finance  dixasion,  to  keep  it  on  the 
books,  but  we  keep  no  books.     That  is  a  finance  function. 

The  Chairman.  That  is  all,  I  believe.     Any  questions,  Mr.  Steele  i 

Mr.  Steele.  One  or  two.  Mr.  Miller,  I  understood  you  to  say 
that  there  was  a  second  Bardee  contract  'i 
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Mr.  Miller.  No,  sir. 

Mr.  Steele.  Only  one  Bardee  contract  ? 

Mr.  Miller.  Only  one  that  I  know  of;  yes,  sir. 

Mr.  Steele.  When  was  it  made  ? 

Mr.  Miller.  In  January,  1920. 

Mr.  Steele.  Was  there  not  a  Bardee  contract  made  during  the  fall? 

Mr.  Miller.  No,  sir. 

Mr.  Steele.  Covering  the  Pacific  coast  ? 

Mr.  Miller.  No,  sir. 

Mr.  Steele.  Does  the  one  you  have  in  mind  cover  the  Pacific: 
coast  ? 

Mr.  Mn.LER.  No;  the  contract  of  January,  1920,  covered  the  saloj 
of  surplus  steel,  and  steel  only,  east  and  west  coasts.  j 

Mr.  Steele.  That  is  all?     I  was  under  the  impression  that  it  was.1 
announced  during  the  fall  that  a  second  Bardee  contract  was  made. 

Mr,  Miller.  I  negotiated  a  sale  with  the  Bardee  Company  of  thfr 
steel,  of  all  surplus,  on  the  west  coast,  and  it  was  approved  by  thfr, 
chairman,  but  the  sale  was  called  off.  "^         j 

Mr.  Steele.  It  was  called  off  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Steele.  Could  you  tell  us  what  percentage  of  expense  is  con- 
nected with  the  sale  ol  this  material  ? 

Mr.  Miller.  The  percentage  of  expense  for  sale  only  ? 

Mr.  Steele.  Yes. 

Mr.  Miller.  You  mean  to  include  warehousing  ? 

Mr.  Steele.  I  do;  yes. 

Mr.  Miller.  Inventory  and  appraisal  ? 

Mr.  Steele.  Yes;  that  is  connected  with  the  property  itself. 

Mr.  Miller.  Yes,  and  leases;  it  would  approximate  $3,000,000  a. 
year. 

Mr.  Steele.  Leases? 

Mr.  Miller.  Yes ;  leases  on  warehouses  whore  we  do  not  own  the- 
property.     That  is  for  both  east  and  west  coasts,  of  course. 

Mr.  Steele.  You  say  the  expense  would  be  about  $3,000,000  a. 
year  ? 

Mr.  Miller.  That  is  the  entire  expense  of  holding  the  surplus- 
material  and  selling  some,  inventorying  some,  and  warehousing,  and 
includes  the  upkeep  and  guarding  on  uncompleted  hulls. 

Ihe  Chairman.  And  the  amount  of  property  op  hand  is  estimated 
to  be  of  what  value  ? 

Mr.  Miller.  Mr.  Taylor  gave  $86,000,000  the  total  amount  certi- 
fied. I  do  not  believe  that  that  covers  a  large  part  of  the  material  at 
Hog  Island,  nor  the  plant  and  property  at  Hog  Island,  nor  the  plant 
and  property  at  Martins.  I  tmnk  Mr.  Taylor  spoke  of  certifications 
that  cleared  through  his  division. 

Mr.  Steele.  In  your  estimate  of  expenses  do  you  inehide  Hog 
Island  ? 

Mr.  Miller.  In  the  $3,000,000? 

Mr.  Steele.  Yes. 

Mr.  Miller.  I  did  not  include  the  guarding  of  the  plant  and 
property  at  Hog  Island;  no,  sir.  That  has  not  yet  been  turned  over 
to  me. 

Mr.  Steele.  If  this  property  were  all  disposed  of  in  a  lump  sum., 
as  suggested,  then  it  would  be  a  saving  of  $3,000,000  per  annum  ? 
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Mr.  Miller.  Yes,  for  our  own  division.     I  do  not  know  what  the 
fiiiaiice  division  has.     Theirs  is  very  heavy,  too. 

Mr.  Steele.  That  would  add  materially  to  the  $3,000,000? 
Mr.  Miller.  Yes,  sir. 
Mr.  Steele.  That  is  all,  Mr.  Chairman. 
The  C!^AiRMAN.  Have  you  anything,  Mr.  Connally  ? 
Mr.  Connally,  The  chairman  asked  you  a  moment  ago  about  de- 
preciation and  a  book  account  of  depreciation.     I  will  ask  you  if  that 
would  not  involve  a  great  deal  of  useless  bookkeepmg,  because  you 
are  only  chargeable  with  the  articles  themselves,  and  wh(»never  you 
sell  it  and  give  yourself  credit  for  it  it  clears  your  books,  doesn't  it? 
Mr.  Miller,  i  es,  sir. 

Mr.  Connally.  And  there  is  no  way  of  determining  the  real  value 
of  that  article,  except  what  you  can  get  for  it. 

Mr.  Miller.  Well,  there  are  three  things:  We  have  the  cost,  and 
the  appraisal  figure,  and  the  price,  of  course. 

Mr.  Connally.  These  foreign  fuel  stations  that  you  maintain,  have 
vou  a  r^ular  employee  in  chaise  of  them  or  is  it  some  foreigner  that 
inerely  represents  you  as  agent? 

Mr.  Miller.  In  one  or  two  cases  we  have  American  consuls  at  those 
points  representing  us.     In  some  few  cases  we  have  the  superintend- 
ent of  the  oil  company  representing  us. 
Mr.  Connally.  The  superintendent  ? 

Mr.  Miller.  Yes;  the  American  superintendent  for  the  American 
Oil  Co.,  and  he  would  represent  us:  and  in  other  cases  we  have  our 
ovm  employees. 

Mr.  Connally.  At  those  places  where  you  have  your  own  em- 
ployees do  you  have  to  rent  property  to  maintain  this  station  ? 

llr.  Miller.  What  we  usually  do  is  to  rent  storage  space  only  in 
tanks  already  built. 

Mr.  Connally.  Now,  you  supply  those  stations  principally  from 
your  own  oil  tankers? 
Mr.  Miller.  Yes,  sir. 

Mr.  Connally.  And  the  resident  agent  only  buys  such  emergency 
Btuff  as  would  be  required ;  is  that  right  ? 

Mr.  Miller.  He  would  not  buy  any  oil;  he  would  merely  sell  it. 
Mr.  Connally.  You  speak  of  the  overhead  in  your  department; 
does  that  include  the  salaries  of  these  1,400  employees? 
Mr.  Miller.  That  includes  everything. 

Mr.  Connally.  Since  you  went  in  on  the  1st  of  August,  what  has 
been  the  total  of  sales  in  your  department  ? 
Mr.  Miller.  Slightly  in  excess  of  $12,000,000. 
Mr.  Connally.  Is  it  a  fair  average  of  what  you  expect  it  to  be 
in  the  next  year? 

Mr.  Miller.  We  have  slumped  off  very  badly  since  December  1. 
Before  that  we  had  increased  sales  over  the  previous  period.  Since 
December  1  business  conditions  are  so  poor  that  it  is  very  difficult 
to  sell  anything. 

Mr.  CoNNAi-LY.  How  long  do  you  estimate  it  will  reauirey  with 
your  present  organization  and  methods,  to  dispose  of  aU  tnis  surplus 
material  ? 

Mr-  Miller.  Out  methods  are  wide  open.  That  is,  if  we  find  a 
eustomer  for  all  of  it  to-morrow  we  can  dispose  of  it  in  SO  or  60  days. 
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Mr.  CoNNALLY.  ^Vhat  is  your  idea  about  that? 

Mr.  Miller.  1  thiiik  we  can  find  the  customer. 

Mr.  Conn  ALLY.  Within  the  year? 

Mr.  Miller.  In  three  montns. 

Mr.  Conn  ALLY.  For  all  of  it? 

Mr.  Miller.  Yes,  sir. 

Mr.  Connally.  Would  that  not  be  the  proper  course  for  the 
Government  to  pui*suc  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Connally.  And  cut  off  1,200  employees'? 

Mr.  Miller.  Absolutely. 

The  CIIAIR^fAN.  There  is  a  question  I  should  have  asked  you 
before.  How  about  the  houses  built  in  the  vicinity  of  shipyards; 
do  they  come  under  your  supervision? 

Mr.  Miller.  No,  sir:  we  have  a  housing  and  transportation  division 
for  handling  their  own  housing  problems. 

ITie  Chairman.  Do  you  know  how  much  that  probably  involves? 

Mr.  Milli«:r.  No,  sir;  I  don't  know. 

The  Chairman.  It  is  considerable? 

Mr.  Miller.  Yes;  I  think  it  is. 

The  Chairman.  They  built  a  whole  village  at  Clyde  oh  the  Pacific 
coast  ? 

Mr.  Miller.  Yes;  they  built  a  housing  project  there. 

The  Chairman.  Including  a  hotel  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  And  at  Vancouver  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  And  Hog  Island? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  That  has  been  sold? 

Mr.  Miller.  I  do  not  know  whether  all  of  it  has;  I  think  a  ma- 
jority of  it  has. 

The  Chairman.  Is  there  a  housing  project  at, Fore  River? 

Mr.  Miller.  1  could  not  tell  you. 

The  Chairman.  I  think  that  is  under  the  housing  corporation. 
I  tlunk  that  is  all. 

The  committee  will  adjourn,  subject  to  the  call  of  the  Chairman. 

Crhereupon,  at  4  o'clock  and  40  minutes,  p.  m.,  the  committee 
-tidjourned  to  meet  at  the  call  of  the  chairman.) 
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Mr.  CoNNALLY.  "What  is  your  idea  about  tbat'i/ 

Mr.  Miller.  I  think  we  can  find  the  customer. 

Mr.  CoNNALLY.  Within  the  year « 

Mr.  Miller.  In  tlirec  montns. 

Mr.  CoNNALLY.  For  all  of  it? 

Mr.  Miller.  Yes,  sir. 

Mr.  CoNNALLY.  Would  that  not  be  the  proper  course  for  the 
Government  to  pursue  'i 

Mr.  Miller.  Yes,  sir. 

Mr.  Conn  ALLY.  And  cut  off  1,200  employees? 

Mr.  Miller.  Absolutely. 

The  Chairman.  There  is  a  question  I  should  have  asked  you 
before.  How  about  the  houses  built  in  the  vicinity  of  shipyards; 
do  they  come  under  your  supervision? 

Mr.  Miller.  No,  sir:  we  have  a  housing  and  transportation  division 
for  liandling  their  own  housing  problems. 

ITie  Chairman.  Do  you  know  how  much  that  probably  involves? 

Mr.  Miller.  No,  sir;  I  don't  know. 

The  Chairman.  It  is  considerable? 

Mr.  Miller.  Yes;  I  think  it  is. 

The  Chairman.  They  built  a  whole  village  at  Clyde  oh  the  Pacijic 
coast  ? 

Mr.  Miller.  Yes;  they  built  a  housing  project  there. 

The  Chairman.  Including  a  hotel  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  And  at  Vancouver? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  And  Hog  Island  ? 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  That  has  been  sold  ? 

Mr.  Miller.  I  do  not  know  whether  all  of  it  has;  I  think  a  ma- 
jority of  it  has. 

The  Chairman.  Is  there  a  housing  project  at  Fore  River? 
'  Mt.  Miller.  1  could  not  tell  you. 

The  Chairman.  1  think  that  is  under  the  housing  corporation. 
I  tliink  that  is  aJl. 

The  committee  will  adjourn,  subject  to  the  call  of  the  Chairman. 

(Thereupon,  at  4  o'clock  and  40  minutes,  p.  m.,  the  committee 
^idjourned  to  moot  at  the  call  of  the  chairman.) 
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SHIPPIXa  BOARD  OPERATIONS. 


Select  Committee  of  Uxttkd  States 

Shippinc}  Board  Operations, 

Hoi^sE  OF  Representati\^s, 

AV/r  Yorl\  J  an  nary  17^  1021, 

The  committee  met  in  Exhibit  Room  No.  G,  Hotel  Pennsvlv-ania, 
New  York  City,  at  10.80  o'clock  a.  m.,  pursuant  to  the  call  of  the 
chairman,  Hon.  Joseph  Walsh  (chairman)  presidini?. 

Present  also :  Messrs.  Foster,  Steele,  and  C  onnoUy,  members  of  the 
committee. 

The  Chairman.  The  committee  will  please  come  to  order.  Is  Mr. 
Lafferty  here  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  You  will  please  come  forward  and  be  sworn. 

TESTIMONY  OF  ME.  JAMES  L.  LAPFEETT,  OF  THE  EEPAIE  COST 
AUDIT  BTTEEAU,  UNITED  STATES  SHIPFINa  BOAED,  NEW 
YOEK. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name  ? 

Mr,  Lafferty.  James  L.  Lafferty. 

The  Chairman.  Do  you  hold  some  position  with  the  Emergency 
Fleet  Corporation  or  United  States  Shipping  Board? 

Mr.  Lafferty.  With  the  United  States  Shipping  Board,  Repair 
Cost  Audit  Bureau. 

The  Chairman.  How  long  have  you  been  w^ith  the  Shipping 
Board  ? 

Mr.  Lafferty.  Approximately  two  years. 

The  Chairman.  When  did  you  first  come  with  them? 

Mr.  Lafferty.  If  I  recollect  aright,  it  was  February  two  years 

a^o. 

The  Chairman.  February,  1919? 

Mr.  Lafferty.  I  do  not  know  the  exact  date,  but  it  will  be  two 
years  this  coming  February. 

The  Chairman.  How  old  are  you? 

Mr.  Lafferty.  26. 

The  Chairman.  What  is  vour  salary? 

Mr.  Lafferty.  $2,400. 

The  Chairman.  What  was  your  business  before  you  came  with 
the  United  States  Shipping  Board  ? 

Mr.  Lafferty.  An  accountant.  I  was  assistant  office  manager  at 
the  Edison  Phonograph  Works,  West  Orange,  N.  J. 

The  Chairman.  T\Tiat  is  your  jurisdiction  as  field  auditor;  just 
what  do  you  have  to  do  ? 
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Mr.  Lafferty.  To  check  and  certify  and  approve  for  payment  the 
commercial  basis  repair  bills. 

The  Chairman.  Do  you  have  to  go  into  the  yards? 

Mr.  Lafferty.  Well,  I  am  stationed  at  the  yard  permanently,  at 
Crane's. 

The  Chairman.  How  long  have  you  been  at  the  Crane  yards? 

Mr.  Lafferty.  Eighteen  months,  approximately. 

The  Chairman.  Do  they  do  work  on  Shipping  Board  vessels 
there  ? 

Mr.  Lafferty.  Yes,  sir ;  that  is  90  per  cent  of  their  work. 

The  Chairman.  By  whom  are  the  vessels  sent  there,  do  you  know? 

Mr.  Lafferty.  They  are  sent  there  by  the  Bureau  of  Survey,  up 
to  the  present  time. 

The  Chairman.  The  American  Bureau  of  Survey  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  \\Tiat  happens  before  you  know  that  a  vessel  is 
there  and  it  comes  under  your  observation  or  jurisdiction? 

Mr.  Lafferty.  Well,  what  happens  before  that  it  would  be  hard 
for  me  to  say,  but  from  the  general  outline  of  it  I  would  say  that  a 
vessel  is  put  in  a  yard,  and  if  they  are  given  the  job  on  a  commercial- 
rate  basis  the  port  engineer  of  the  operating  company  oversees  the 
repairs  and  makes  out  a  requisition,  and  so  forth,  and  it  is  approved 
by  the  Bureau  of  Survey. 

The  Chairman.  The  port  engineer  of  the  operating  company? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  He  makes  out  a  requisition  for  what  he  deems  is 
necessary  in  the  tvay  of  repairs? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  that  requisition  is  approved  by  whom  ? 

Mr.  IjAfferty.  The  Bureau  of  Survey. 

The  Chairman.  The  American  Bureau  of  Survey? 

Mr.  Lafferty.  Yes,  sir.  Sometimes  there  are  additions,  and  at 
other  times  there  are  some  cuts  from  the  requisitions. 

The  Chairman.  The  American  Bureau  of  Survey  acts  as  the  agent 
of  the  Shipping  Board,  does  it? 

Mr.  Lafferty.  In  the  same  capacity  as  an  agent ;  yes,  sir. 

The  Chairman.  Under  a  contract  f 

Mr.  Lafferty.  Tender  a  contract. 

The  Chairman.  Then,  what  becomes  of  the  requisition? 

Mr.  Lafferty.  A  certified  copy  is  given  to  different  parties,  but  ^ 
as  far  as  my  interest  in  it  is  concerned,  our  checking  department,  j 
which  is  invariably  under  my  supervision,  receives  a  copy  from  our 
New  York  office,  and  of  course  that  copy  is  turned  over  to  tne  checkers 
on  board  vessels,  and  the  contractor  receives  a  copy.     Of  course,  as  to 
the  number  of  co])ies  that  are  made  out  by  the  Bureau  of  Survey  I 
could  not  certify  to.     Hut  as  far  as  we  are  concerned  the  contractor 
gets  one,  and  the  copy  tliat  I  get  is  the  contractors  copy  that  is  used 
by  the  checker.     As  a  matter  of  fact,  the  way  it  has  been  going' 
neither  one  of  us  gets  a  copy  until  after  the  repairs  are  practically 
finished. 

The  Chairman.  So  that  under  the  practice  which  has  prevailed 
heretofore  the  checkers  may  not  receive  a  copy  of  a  requisition  until; 
after  the  work  is  done. 
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Mr.  Lafterty.  Tliere  are  more  cases  that  way  than  there  are  the 
other  way. 

The  Chairman.  Is  it  as  easy  to  ascertain  whether  the  material 
prescribed  and  the  class  of  workmanship  called  for  has  been  actually 
furnished  and  performed  where  you  attempt  to  check  it  up  after- 
wards as  it  is  to  follow  it  along  and  check  it  as  it  is  done? 

Mr.  Lafferty.  Positively  not. 

The  Chairman.  Has  there  been  any  change  in  that  arrangement 
made  recently? 

Mr.  Lafferty.  In  the  way  of  betterment  in  the  Bureau  of  Survey, 
do  you  mean  ? 

'The  Chairman.  Yes. 

Mr.  Lafferty.  Well,  up  to,  I  would  say,  December  1 — in  fact, 
from  December  1  to  this  date — we  have  had  very  little  commercial  rate 
work  at  that  yard.  It  has  shifted  more  or  less  to  Staten  Island. 
Bat  up  to  that  time  the  condition  was  just  as  I  explained;  we  would 
receive  a  requisition  at  the  completion  of  the  job  or  at  least  when  it 
was  three-quarters  through. 

The  Chairman.  Now,  Mr.  Lafferty,  are  you  familiar  with  the  time 
mnd  material  contracts  which  they  have  been  making  for  repair  work? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  What  have  you  to  say  as  to  whether  they  are  to 
the  advantage  of  the  Shipping  Board  or  the  Emergency  Fleet  Cor- 
poration as  compared  with  commercial  rates  prevailing? 

Mr.  Lafferty.  Well,  I  did  not  catch  the  first  part  of  your  ques- 
tion, Mr.  Chairman.  I  think  you  asked  in  the  fii*st  part  of  your 
question  as  to  the  commercial  rates? 

The  Chairman.  I  asked  you  if  you  were  familiar  with  the  time 
and  material  contracts  under  which  the  Shipping  Board 

Mr.  Lafferty  (interposing).  Well,  the  time  and  material  Avork  is 
at  the  commercial  rate. 

The  Chairman.  It  is  done  at  the  commercial  rates? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  So  that  if  they  send  a  vessel  to  a  repair  yard  under 
the  time  and  material  arrangement,  that  is  the  commercial  rate 
basis? 

Mr.  Lafferty.  That  is  at  the  commercial  rates:  yes,  sir. 

The  Chairman.  Are  there  any  repairs  being  made  under  cost  plus 
contracts  in  this  district? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  Have  they  got  any  particular  form  of  contract 
for  repair  work  up  here  ? 

Mr.  Lafferty.  Yes:  there  is  the  M.  O.  3  agreement,  as  it  is  called, 
covering  vessels. 

The  Chairman.  Is  that  still  in  effect? 

Mr.  Lafferty.  I  believe  that  is  superseded  l)v  the  form  M.  O.  4, 
but  copies  have  not  been  issued  as  yet.  As  a  matter  of  fact,  I  have 
not  received  any,  and  I  do  not  know  whether  tliere  are  any  out 
or  not. 

The  Chairman.  What  have  you  to  say  as  to  the  prices  the  Shipping 
Board  has  been  paving  here  for  repair  work? 

Mr.  Lafferty.  XVell,  with  respect  to  the  yard  I  am  stationed  at, 
while  certain  rates  are  exorbitant  in  my  estimation,  it  is  a  matter 
ptst  my  jurisdiction,  and  for  the  simple  reason  that  there  has  been 
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a  ruling  laid  down  by  the  New  York  office  of  the  Shipping  B 
for  this  repair  yard,  as  well  as  for  others  in  the  port  of  New  \ 
to  file  a  set  of  rates  on  labor,  machine  tools,  and  material  at 
once  a  month,  preferably  on  the  first  of  each  month. 

The  Chairman.  Do  thev  do  that? 

Mr.  Lafferty.  They  have  adhered  to  that  right  up  to  date. 

The  Chairman.  Do  they  file  them  with  you? 

Mr.  Lafferty.  I  receive  a  copy,  and  four  or  five  copies  are 
in  the  office.    I  have  to  be  governed  by  those  rates  that  are  on  file 
I  also  have  to  see  that  they  are  according  to  the  commercial  pra 
on  work  other  than  for  the  Shipping  Board,  don't  you  see. 

The  Chairman.  Yes.    Go  ahead. 

Mr.  Lafferty.  I  have  to  verify  that  our  charges  are  no  higher 
what  they  are  charging  an  indewndent  operator  outside  of  the  J^ 
ping  Board. 

The  Chairman.  What  do  you  find  with  reference  to  those  char 

Mr.  Lafferty.  Candidly  1  find  our  rates  as  contrasted  with  > 
they  do  for  independent  concerns  are  better,  that  the  Shipping  B 
gets  a  better  break.  In  other  words,  that  may  be  because  checKers 
auditors  are  there  to  check  up  for  our  work,  and  they  have  a  ir 
effect  on  it,  don't  you  see.  As  a  matter  of  fact,  an  independent 
erator,  who  has  no  check,  is  in  a  position  where  they  can  put  in 
thing  whatsoever  on  a  bill,  and  whatever  i^ercentage  they  cai 
add  they  can  come  pretty  nearly  getting  away  with,  for  the  re 
that  it  is  passed  upcm  as  a  lump  sum  by  the  independent  compan: 
they  look  at  the  total  repair  bill.  You  see,  they  have  no  real  cl 
I  say  candidly  that  our  prices  on  material  and  labor  and  tools 
less  than  they  charge  independent  operators. 

The  Chairman.  How  long  has  that  prevailed? 

Mr.  Lafferty.  Ever  since  the  commercial  rate  system  starts 
year  ago  last  May. 

The  Chairman.  So  you  say  on  repair  work  done  on  Ship 
Board  ships  in  this  locality 

Mr.  Lafferty  (interposing).  I  am  not  speaking  of  anything 
side  of  the  Crane  shipyard. 

The  Chairman.  In  the  Oane  yard,  then? 

Mr.  I^FFERTY.  Yes ;  and  that  is  90  per  cent  of  their  work. 
Shipping:  Board  work  is  90  per  cent  of  the  total  work  of  the  C 
yard.    They  had  a  very  small  percentage  of  outside  work,  so 
you  can  not  get  a  good  line  on  that  end  of  it. 

The  Chairman.  You  say  so  far  as  the  Crane  yard  is  conce 
what  ? 

Mr.  Lafferty.  In  no  instance  is  it  higher  to  us,  and  usually  1< 
than  they  charge  an  independent  man. 

The  C^hairman.  Have  you  come  across  any  instance  of  the 
dinff  of  pay  rolls  over  at  that  yard? 

Mr.  LafVerty.  Occasionally.  I  should  say  that  in  the  couR 
18  months  I  have  caught  two  cases.  I  have  a  copy  of  one  of  1 
here,  if  you  would  like  to  look  at  it.  It  is  the  case  of  the  stei 
Oray  Clcmd, 

The  Chairman.  What  is  there  about  it? 

Mr.  Lafferty.  She  was  put  in  dry  dock  on  a  Saturday  on  aui 
ity  of  the  Construction  and  Repair  division  in  New  York  that  1 
were  some  sea  valves  to  be  removed,  cleaned,  and  so  forth.    The 
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ing  used  up  until  Saturday  night.  That  necessitated  working 
Qe  on  Sunday;  to  work  the  necessary  overtime  and  dock  her 
iday.  In  docking  the  vessel  she  became  stuck  in  the  mud  at 
id  of  the  dock,  due  to  low  water.    That  brought  up  the  ques- 

about  30  or  4(»  riggers  standing  by  for  about  5  hours  apiece. 

at  the  double  rate,  would  be  10  hours  apiece.  Besides  that, 
he  vessel  was  docked  the  sea  valves  were  cleaned  aboard  and 
removed.  This,  as  I  say,  happened  on  Sunday.  On  Saturday 
ief  checker,  as  was  his  regular  custom,  asked  the  Crane  con- 
•  they  would  have  any  overtime  work  the  next  day,  Sunday. 
'  was  advised  that  there  was  nothing  doing  and  there  was  no 
or  him  to  have  any  checkers  in  the  yard  on  Sunday.  On 
y  morning  he  was  i)resented  with  three  daily  charge  sheets, 
ig  labor  on  board,  labor,  and  tools  in  the  shop,  and  materials 
)airs  on  this  Gray  do'ud^  at  the  overtime  rate  on  Sunday.  All 
as  after  he  had  been  advised  on  the  Saturday  before  that  there 
be  no  work  on  Sunday. 

Chairman.  Was  it  paid? 

LAFrERTY.  No,  sir;  it  was  cut.  But  upon  investigation  they 
[>  convince  us  that  the  sea  valves  were  removed  and  taken  to  the 
nd  repaired;  but  we  got  an  affidavit,  a  copy  of  which  is  at- 

to  these  papers,  from  the  engineer  aboard  the  vessel,  stating 
le  sea  valves  were  never  removed;  and  we  cut  the  charge, 
ting  to  $160.     I  say  that  is  one  case. 

Chairman.  Did  you  find  any  indications  there  of  work  being 
d? 

Lafferty.  Well,  we  are  continually  cutting  and  disallowing 
«  for  loafing  and  idle  time  and  all  that  sort  of  thing.     But 

a  condition  you  will  find  in  any  other  repair  yard. 

Chairman,  tlow  many  people  do  you  have  over  there  watch- 
►rk  on  ships? 
Lafferty.  We  have,  as  a  rule,  a  time  and  a  material  checker 

h  vessel. 

Chairman.  Does  that  mean  one  man ? 

Lafferty.  One  man  picking  up  time,  and  one  man  picking  up 
al;  two  men  on  each  vessel.     They  work  in  conjunction  with 
tther.     There  is  always  one  man  aboard  the  vessel  if  for  any 
the  other  man  has  to  leave. 

Chairman.  How  many  vessels  do  they  have  there  being  re- 
at  a  time? 

Lafferty.  The  largest  number  I  have  ever  seen  on  the  com- 
il  rate  basis  was  15  vessels. 
Chairman.  On  any  basis? 

Lafferty.  Well,  15.     They  could  not  well  handle  any  more. 
(^hairman.  Work  going  on  on  15  at  the  same  time? 
LAFFEirpY.  12  or  15.     That  would  mean  those  tied  up  around 
rd  and  in  and  outside  of  the  yard,  and  on  the  docks. 

Chairman.  Have  you  come  across  any  cases  where  common 

has  been  utilized  and  charged  for  at  skilled  labor  rates? 

Lafferty.  Why,  no,  I  have  not,  with  the  exception  of  charg- 

ilpers,  which  I  would  not  say  was  common  labor;  they  charge 

at  mechanics'  rates.     They*  do  not  charge  them  at  helpers' 

That  is.  on  all  grades  except  machinists  and  blacksmiths. 
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The  Chairman.  Do  you  know  whether  the  Crane  Co.  has  a  sub- 
sidiary corporation  to  which  it  sublets  some  of  its  work,  scaling  oi 
anything  oi  that  sort? 

Mr.  Lafferty.  I  say  positively  they  have  no  connection  with  any 
other  concern.     I  have  known  that  from  investigating  it. 

The  Chairman.  Do  you  know  of  any  instance  of  any  attempts  to 
corrupt  Shipping  Board  officials  ? 

Mr.  Lafferty.  I  do  not. 

The  Chairman.  Do  you  know  of  any  instance  of  fees  or  bribes 
having  been  given  ? 

Mr.  Lafferty.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  of  any  instance  of  any  checkers  or 
timekeepers  being  threatened  or  bulldozed  or  attacked  ? 

Mr.  Lafferty.  We  have  had  plenty  of  that. 

The  Chairman.  You  have  ? 

Mr.  Lafferty.  Yes. 

The  Chairman.  Just  what  has  that  been? 

Mr.  Lafferty.  Well,  as  I  have  said,  I  have  been  there  18  months. 
I  was  at  the  Bobbins  yard  the  first  six  months,  and  then  was  trans- 
ferred to  the  Crane  yard,  about  the  month  of  May  a  year  and  a  half 
ago.    The  following  July,  which  was  two  months  later,  we  had  the 
case  of  a  man  by  the  name  of  Kelly,  who  was  aboard  his  vessel,  I 
should  say  about  1.Q5  p.  m.,  right  after  noon,  and  there  were  a  cer- 
tain number  of  caulkers  aboard  working,  and  he  got  hold  of  the 
caulker  foreman  and  asked  him  to  line  up  his  men,  so  that  he  might 
count   them,  because  there  was  a  difference  between  the  number 
working  in  the  afternoon  as  compared  with  what  had  been  on  board 
in  the  morning.    The  caulker  foreman  did  not  use  very  choice  lan- 
ofuage  in  answering  his  request,  and  told  him,  in  other  words,  that 
that  was  what  he  was  there  for,  and,  if  I  may  use  his  exact  words, 
he  told  him  to  go  to  hell.    At  any  rate,  one  word  led  to  another,  and 
the  two  men  were  standing  aboard  the  vessel  arguing,  and  a  caulker 
came  up  in  the  back  of  our  man  Kelly,  our  checker,  and  hit  him  from 
behind  with  a  caulker,  knocking  his  eye  out. 

The  Chairman.  Knocking  his  eye  out? 

Mr.  Lafferty.  Yes,  sir.  As  a  matter  of  fact,  that  man  has  spent 
$1,500  on  specialists,  and  while  he  was  able  to  have  that  eye  put  back 
into  his  head,  eventually  he  will  have  to  have  the  eye  taken  out; 
and  he  was  laid  up  in  a  hospital  for  about  six  months.  That  is  the 
first  case  that  I  know  of. 

The  Chairman.  Did  you  hear  the  altercation? 

Mr.  Lafferty.  No  ;  but  I  made  up  a  report.  I  got  on  board  about 
10  minutes  afterwards,  and  we  tried  to  get  this  man,  but  he  dove 
overboard  and  swam  across  to  Red  Hook,  but  we  got  detectives  on 
the  job  and  they  picked  him  up  in  about  two  hours. 

The  Chairman.  When  was  that? 

Mr.  Lafferty.  A  year  ago  last  July.  That  may  not  be  the  exact 
time,  and  it  might  have  been  August  or  it  might  have  been  June. 
That  man  was  brought  to  trial  and  sentenced  to  a  year  and  a  day. 
That  is  as  far  as  I  know  about  that  case. 

The  Chairman.  Do  vou  know  of  anv  other  instance  such  as  that 
happening  over  there? 

Mr.  Lafferty.  Yes.  We  had  another  case.  Of  course,  I  would 
not  say  it  was  an  assault ;  that  is  in  doubt.    We  had  a  checker  by 
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the  name  of  William  Hartland,  who  was  covering  the  repairs  being 

made  on  a  vessel  lying  abreast  of  another  vessel ;  that  is,  the  second 

one  from  the  dock.    In  order  to  reach  his  vessel  he  had  to  cross  this 

other  one.    We  found  him  dead  down  in  the  hatchway  at  half  past 

twelve  one  noon  hour.    We  investigated  that  case  but  could  not  turn 

up  very  much.    The  ship  had  been  fumigated,  the  hatchways,  and 

from  what  we  found  out  they  claimed  he  was  down  in  there  trying 

to  get  some  chicken  feed  for  his  chickens.    They  had  been  carrying 

some  sort  of  grain  feed,  don't  you  know,  and  they  said  that  in  trying 

to  ^et  this  stuff  in  the  hatch  he  was  overcome  by  the  fumes.    But 

that  is  the  case,  as  I  say,  where  we  never  could  prove  that  thei'e  was 

anv  attack  made  upon  nim. 

the  Chairman.  Do  you  know  of  any  such  case  that  you  have  been 
able  to  prove  ? 

Mr.  Lafferty.  Yes;  we  had  another  case,  and  the  last  one  that  I 
know  of. 

The  Chairman.  Who  was  it  made  on? 

Mr.  Lafferty.  John  J.  Pigot,  who  was  a  checker,  and,  as  a  matter 
of  fact,  one  of  the  best  checkers  we  have  had  down  there — a  man  who 
i^as  very  efficient. 

The  Chairman.  AVhat  happened  to  him? 

Mr.  Lafferty.  He  had  an  altercation  with  the  office  manager  of 
Crane's.    He  went  upstairs  to  settle  a  dispute  between  the  claim  made 
bj  Crane  on  daily  records  as  to  time  charged,  and  the  time  as  picked 
up  by  him  and  shown  on  his  report.    I  believe  he  was  in  the  office  of 
Crane's  with  his  superior,  Mr.  McNab,  the  chief  checker.    Words 
^ere  exchanged  during  the  argument  over  this  time,  and  the  office 
manager  for  the  Crane  concern  accused  our  man  of  not  being  on 
the  job  and  also  of  telling  an  untruth.    Our  man  retaliated  and  told 
him  he  did  not  know  what  he  was  talking  about.    One  word  led  to  an- 
other, and  this  office  manager  of  Crane's  grabbed  hold  of  our  man 
and  started  to  use  him  kind  of  rough,  and  in  doing  so  Mr.  Pigot 
grabbed  hold  of  the  desk  to  hold  himself,  and  in  some  way  wu*enched 
his  arm.     I  made  a  report  on  that.     I  was  not  in  the  particular 
office  at  the  time,  although  the  chief  checker  was.    The  chief  checker 
^as  the  superior  officer 

The  Chairman  (interposing).     It  was  an  altercation  arising  out 
of  some  dispute  over  a  difference  in  time? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  words  were  exchanged? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  finally  hostilities  were  provoked? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  Mr.  Pigot  got  hurt  ? 

Mr.  Lafferti'.  That  is  it. 

The  (^hairman.  How  long  ago  was  that? 

Mr.  Laffehtv.  I  believe  I  have  the  date  here.     [After  looking  at 
some  papers.]    It  was  June  29. 

The  Chairman.  Of  last  vear? 

Mr.  Laffekty.  1020. 

The  Chairman.  Is  there  anv  other  instance  that  vouknow  c>  t  s\\^V\« 
ihing  happening? 

Mr.  Laffekty.  That  would  cover.  I  should  say.  anythin<r  Ixv^YV^^^ 
ng  along  that  line. 
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The  Chairman.  Do  you  find  any  lack  of  cooperation  between 
liead  officials  of  these  repair  yards  and  the  Shipping  Board  re 
sentatives  in  the  matter  of  getting  work  done  according  to  si^eci 
tions?    Is  there  any  lack  of  cooperation  there? 

Mr.  Lafferty.  Well,  from  what  I  can  see  they  c^ooperate  all  ri 
but  they  are  very  slow,  that  is,  the  Bureau  of  Survey  that  is  hand 
the  work  for  this  end,  is  veiy  slow  in  confirming  anything  in  v 
ing.  The  cooperation  is  tliere,  but  it  is  verbal.  It  is  more  or  le^ 
handica])  both  to  the  contractor  and  to  the  auditing  force. 

The  Chairman.  It  is  a  handicap  to  the  auditing  force  ? 

ilr.  Lafferty.  It  is  a  handicap  to  every  one  concerned. 

The  Chairman.  It  is  also  a  handicap  to  the  repair  yard,  isn't  i 

Mr.  Lafferty.  Very  much  so. 

The  Chairman.  And  they  contend  that  if  additional  work  h 
(juired,  or  some  change  in  material  or  work  already  ordered  is  m 
sary,  that  it  ought  to  be  confirmed  in  writing? 

Mr.  Laff1':rty.  Positively. 

The  Chairman.  And  the  Bureau  of  Survey,  you  say,  is  sl()> 
getting  that  written  confirmation? 

Mr.  Laff1":rty.  They  mav  be  a  little  better,  as  I  have  said,  s 
December,  but  we  have  had  only  a  few  jobs  since  then.  But  u 
December  1  they  w^ere  very  lax. 

The  Chairman.  Do  you  know-   of  work  having  l>een  done 
finished  and  the  vessel  has  sailed  in  some  cases  before  the  wri 
authority  has  come  through  ? 

Mr.  Lafferty.  That  I  can  say  is  true  in  90  i)er  cent  of  the  ca 
that  in  90  per  cent  of  the  cases  the  Bureau  of  Survey  would 
furnish  requisitions  until  after  the  job  was  finished  and  the  v( 
had  sailed. 

The  Chairman.  How  does  that  affect  the  work? 

Mr.  Lafferty.  The  way  it  works  out  is  that  a  work  order  of 
kind  means,  at  the  present  time,  that  we  have  double  work,  for 
simple  reason  that  we  receive  daily  i-ecords  from  the  contrac 
He  may  itemize  the  work  ordered  under  the  head  of  HO  items, 
type  it  up  and  give  in  copies  to  sign  for  the  different  items,  an( 
will  lay  them  out  to  suit  himself,  the  w-ay  he  thinks  is  right, 
may  have  30  items,  and  we  wull  work  it  up  according  to  that, 
copy  our  records,  and  combine  our  records,  and  make  our  records 
cording  to  the  way  he  has  made  up  that  work  order.     Then 
Bureau  of  Survey  may  come  along  with  a  requisition,  after  the  v( 
has  sailed  and  the  job  has  been  completed,  and  they  may  have  ( 
15  items,  or  it  may  make  40  items,  and  the  order  is  changed 
around.     This  necessitates  double  work  on  our  part  to  change 
records,  and  it  is  the  same  with  the  contractor. 

The  Chairman.  In  a  case  where  a  vessel  has  sailed  before  yo\ 
ceive  the  requisition  sheets,  do  you  make  any  check  on  the  \ 
done  there? 

Mr.  Lafferty.  Positively.  We  check  right  along  from  the 
that  a  vessel  comes  in  in  order  to  safeguard  ourselves,  and  we  pv 
a  man  to  pick  up  time  and  material  until  such  time  as  we  h 
whether  it  is  a  contract  or  a  lump-sum  or  a  commercial-rate  job. 
other  words,  we  are  really  covering  more  work  than  we  shoul 
order  to  safeguard  ourselves. 
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The  Chairman.  Has  there  been  any  change  in  that  practice  re- 
cently? 

Mr.  Lafferty.  Do  you  mean  to  ask,  has  the  Bureau  of  Survey  made 
any  change,  is  that  your  idea? 

The  Chairman.  Yes. 

Mr.  Lafferty.  No;  I  would  not  say  that:  but  up  to  December  1 
the  practice  was  what  it  had  been  for  the  past  six  months. 

The  Chairman.  Up  to  December  1  ? 

Mr.  Lafferty.  Yes,  sir.  Since  December  1  I  have  not  handled 
enough  work  there  to  be  able  to  tell,  but  I  doubt  whether  it  is  any 
better  right  now.  In  some  cases  you  get  requisitions  four  or  five 
days  after  the  job  starts,  and  then  you  may  get  a  supplemental  state- 
ment two  or  three  days  before  it  is  finished.  In  numerous  cases  you 
are  working  in  the  i)lant  and  do  not  know^  anything  until  about  two 
or  three  days  before  the  work  is  finished,  or  even  after  the  ship  has 
sailed.    Occasionally  you  get  one  ahead  of  that  time. 

The  Chairman.  Vou  have  no  authority,  nor  do  any  of  the  men  in 
your  department,  to  order  additional  work  to  be  done? 

Mr.  Lafferty.  Positively  not. 

The  Chairman.  Nor  to  order  certain  work  to  be  discontinued? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  Nor  do  vou  have  anv  authoritv  to  sav  that  too 
many  men  are  being  used  on  a  pailu'ular  job  and  that  they  must  be 
dismissed  from  the  jol)? 

Mr.  Lafferty.  It  sometimes  seems  to  us  that  they  need  more  men 
on  a  particular  job,  and  that  they  must  take  on  more ;  but  the  only 
^ay  we  can  get  around  their  having  too  many  men  on  a  job  is  to 
say  that  they  are  not  working  and  to  cut  them  under  the  caption  of 
idle  time  and  loafin«r. 

The  Chairman.  Vou  do  not  have  any  authority  to  go  to  the  re- 
pair yard  l)oss  and  say :  "'  You  have  got  too  many  men  on  this  job 
«nd  vou  must  drop  some  off  "  ? 

Mr.  Lafferty.  rfo,  sir.  He  would  say:  ''You  do  not  know  what 
you  are  talking  about.     You  are  an  auditor  and  not  an  engineer." 

The  Chairman.  So  you  have  no  authoritv  to  order  them  dismissed? 
r.  Lafferty.  No,  sir. 

The  Chairman.  To  whom  do  you  report? 

Mr.  LAFFEirrY.  Mr.  Morris  McLaughlin. 

The  Chairman.  Who  is  he? 
*  Mr.  Lafferty.  The  chief  auditor  of  repairs. 

The  Chairman.  Where? 

Mr.  Lafferty.  At  No.  45  Broadway. 

The  Chairman.  Is  he  a  Bureau  of  Survey  man,  or  a  Shipping 
Board  man? 

Mr.  LAFFEirrY.  A  Shipping  Board  man. 

The  Chairman.  He  is  a  Shipping  Board  man? 

Mr.  Lafferty.  Yes;  he  is  my  direct  superior. 

The  Chairman.  I  see.  So  that  if  a  vessel  has  sailed  before  you 
receive  a  requisition  for  the  repair  work,  then  all  you  can  do  is  to 
compare  the  check  that  you  made,  if  you  made  one,  while  the  work 
iras  going  on,  with  the  requisition  and  with  the  contractor's  time 
iheets. 

Mr.  Lafferty.  That  is  it. 
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The  Chairman.  Well,  now,  do  you  have  many  instances  of  tin 
kind? 

Mr.  Lafferty.  Well,  as  I  said  before,  that  covers  the  biggest  pai 
of  our  work;  that  practically  is  the  practice  on  every  repair  job  tlu 
we  have  had  in  the  last  six  months  or  more. 

The  Chahiman.  Do  you  recall  the  repairs  on  the  U.  S.  S.  Gmwo 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  long  was  that  vessel  in  dry  dock? 

Mr.  Lafferty.  It  was  only  on  dry  dock  for  a  few  days,  but  sh 
laid  at  the  Crane  yard  for  a  period  of  about  two  months. 

The  Chairman.  Two  months? 

Mr.  Lafferty.  Two  months  or  more ;  yes,  sir. 

The  Chairman.  How  extensive  were  the  repairs  to  that  ship  ? 

Mr.  Lafferty.  I  should  say — I  have  not  received  a  bill  yet,  but,  off 
handed,  I  should  say  $20,000  or  more. 

Mr.  Chairman.  Were  those  repairs  of  such  character  as  to  neces 
sitate  her  lying  at  the  dock  for  two  months? 

Mr.  Lafferty.  No.  I  can  explain  that  as  far  as  I  see  it :  The  vess€ 
went  on  the  dock  for  repairs,  and  in  the  course  of  the  repairs  an  orile 
was  issued  from  Washington  to  the  Bureau  of  SurveT  or  to  the  oper 
ator,  and  he  in  turn  got  in  touch  with  the  Bureau  of  Survey,  and  b 
telephone  Crane  was  ordered  to  knock  off  on  a  certain  day  at  2  p.  m 
Now,  up  to  the  present  time  while  I  have  corresponded  back  and  lortl 
on  it  I  never  could  get  the  reason  why  they  were  knocked  off.  Prob 
ably  it  does  not  concern  me  inasmuch  as  I  have  covered  it  by  differen 
reports  to  my  superior.  He  may  have  data  on  why  they  wen 
knocked  off. 

The  Chairman.  Did  thejr  settle  in  connection  with  her? 

Mr.  Lafferty.  They  received  an  order  some  two  days  later  to  finisl 
up  the  necessary  work.  That  is,  to  phig  up  her  bottom  with  wooder 
rivets  in  order  to  float  her,  and  so  forth ;  and  then  she  was  put  on  th€ 
dock  again  and  those  wooden  plugs  taken  out  and  the  rivets  calked 
up.  She  was  taken  on  the  dock  then,  and  that  was  two  or  three 
days  after  the  original  order  was  stopped,  and  slie  was  tied  up  at 
Crane's.  I  sent  in  two  reports  on  her  to  our  office,  and  I  believe  they 
in  turn  got  in  touch  with  the  higher  officials,  and  she  was  eventually 
moved  from  the  yard  to  some  point  on  Staten  Island. 

The  Chairman.  Were  the  repairs  completed  ? 

Mr.  Lafferty.  They  were  not  completed,  no. 

The  Chairman.  Is  she  still  there  ? 

Mr.  Lafferty.  She  is  at  Staten  Island ;  or,  of  course  she  may  have 
left  there  by  this  time,  but  she  left  our  yard  to  go  to  Staten  Island. 

The  Chairman.  How  long  ago  was  tnat? 

Mr.  Lafferty.  The  date  was  December  10,  to  a  yard  on  Staten 
Island. 

The  Chairman.  Have  you  ever  received  a  requisition  covering  the 
repair  work  ? 

Mr.  Lafferty.  Originally  I  had  a  requisition  covering  a  portion 
of  the  repairs,  but  up  to  the  time  of  stopping  the  requisition  I  had 
covered  only  about  one-half  of  the  repairs.  After  that  date,  and  aftei 
getting  in  touch  with  the  New  York  office  in  regard  to  same,  a  requisi 
tion  came  through  supplemental  to  the  original,  covering  the  bigges 
part  of  the  repairs. 

The  Chairaian.  Well,  has  it  been  checked  up? 
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r.  iMFFiatTT.  It  has  been  checked  up,  yes^  and  the  requisition 
rs,  as  far  as  that  goes,  all  repairs  that  were  actually  performed 
16  Crane's.  But  there  was  a  question  there  of  the  redocking  of 
hip,  and  as  I  explained  before,  1  never  really  got  any  good  reason 

the  work  was  stopped.     Of  course,  that  could  possibly  be- 

le  Chairman  (interposing).  Who  operates  that  boat? 

r.  Laffbrty.  Harris,  Magill  &  Co. 

16  Chairman.  Are  they  still  operating  her  as  far  as  you  know  ? 

r.  Laffertt.  Off-handed  and  unoflScially  from  what  I  found  out, 

reason  the  work  was  stopped  was:  Harris,  Magill  &  Co.  were 

ating  her,  and  the  Shipping  Board  was  to  effect  a  sale  of  this 

el  to  some  other  operator,  with  the  provision  that  they  should 

e  certain  repairs,  and  they  did  not  think  at  the  time  of  negotiat- 

to  the  seller  that  the  repairs  would  be  so  extensive,  or  something 

iat  sort,  and  they  stopped  it. 

he  Chairman.    Did  that  deal  go  through  ? 

r.  Lafferty.  That  is  only  what  I  have  gotten  from  hearsav. 

he  Chairman.  Do  you  known  that  the  deal  went  through  ? 

T.  Lafferty.  I  could  not  say.    I  could  not  say  whether  Harris, 

rill  &  C^o.  are  operating  the  lx)at  or  this  other  operator,  or  any- 

g  of  that  sort. 

he  Chairman.  You  have  not  been  asked  to  make  any  other  check 

■epairs  or  make  any  otlipr  report  on  the  matter,  have  you? 

[r.  Lafferty.  No,  sir.    But  to  safeguard  myself  I  have  had  the 

lir  charges  checked  and  re-checked  by  my  men. 

he  Chairman.  Now,  do  you  liave  access  to  the  bills  for  mate- 

aiid  pay  rolls  for  labor  in  the  Crane  yard? 
[r.  Lafferty.  Yes;  to  a  certain  extent. 

he  Chairman.  What  do  you  mean  by  "  to  a  certain  extent  ?  " 
[r.  Lafferty.  We  had  access  to  all  material  bills,  and  for  the 
pie  reason  that  there  is  a  material  list  of  prices  filed  with  the 
7  York  office,  but  it  is  very  vague.  In  other  words,  instead  of 
lizing  the  bolts  and  different  commodities,  they  say  50  per  cent 
ist  on  bolts,  or  25  per  cent  on  cost,  as  it  may  be,  for  the  different 
is.  In  order  to  verify  them  they  have  to  show  the  bills,  but 
re  they  have  an  item  of  material  on  their  list,  if  they  give  us 
le  irons  at  so  much  per  pound,  I  have  to  be  guided  by  that 

and  they  can  refuse  to  show  me  the  bill.  As  a  matter  of  fact, 
Bering  the  thing  as  a  whole,  while  we  have  access  to  labor  and 

roll  and  invoices  on  materials  under  the  commercial  rate  agree- 
it,  we  do  not  have  the  same  access  that  we  do  under  the  cost- 
j  agreement. 

he  Chairman.  You  do  not  ? 
[r.  Lafferty.  No,  sir. 

he  Chairman.  Have  you  tried  to  get  access? 
[r.  Lafferty.  I  have  tried;  yes.    There  are  certain  items  as  to 
ch  you  will  meet  with  a  refusal.     They  will  contend  that  that 
overed  by  the  rate  exhibited  in  the  New  York  office,  and  that 
ems  me.    And,  in  a  way,  thev  are  right.    It  is  on  file,  you  know, 

accepted  by  the  Shipping  lioard. 

he  Chairman.  What  have  you  to  say  as  to  the  competition  here 
ireen  the  various  repair  yards  and  dry  docks? 
T.  Lafferty.  Well,  of  course,  as  I  say,  I  am  only  in  one  yard; 
from  a  layman's  view  I  would  say  that  competition  in  that  regard 
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is  more  or  less  a  joke,  because  this  so-called  dry-dock  association  is 
nothing  more  than  a  getting  together  in  an  organization  where  all 
these  things  are  gone  over. 

The  Chair:han.  What  do  you  say  as  to  the  rates  that  are  filed  by 
the  various  shipyards? 

Mr.  Laffekty.  The  same  tHing  applies  there.  I  do  not  believe  that 
the  rates  will  fluctuate  much  in  the  different  yards.  Of  course,  I  do 
not  like  to  speak  outside  of  my  own  yard,  because  I  am  not  really  in 
charge  of  any  other,  but  from  information  and  getting  in  touch  with 
the  different  field  auditoi's  on  different  questions,  I  have  found  that 
while  we  may  he  a  few  cents  higher  on  this,  we  will  be  a  few  cents 
lower  on  that,  in  comparison  with  the  other  yards.  But  in  reality  they 
are  all  i)ractically  the  same,  and  made  up,  in  my  estimation,  by  the 
dry-dock  association. 

The  Chairman.  What  is  done  with  the  jimk  taken  out  of  these 
vessels,  or  impaired  machinery  and  materials? 

Mr.  Laffertt.  We  have  not  had  much  trouble  with  that.  AVe 
have  had  that  removed  as  soon  as  possible.  We  have  had  that  re- 
moved to  Kent  Avenue  storehouse  as  soon  as  possible. 

The  C^HAiRMAN.  Kent  Avenue,  Brooklvn? 

Mr.  Lafferty.  Yes,  sir.  As  a  matter  of  fact,  there  are  not  more 
than  three  or  four  pieces  lying  in  our  yard  at  the  present  time,  and 
thev  have  been  covered  by  reports. 

The  Chair.man.  Sometimes  repairs  are  made  in  which  the  yard 
gets  the  junk? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  is  that  done? 

Mr.  Lafferty.  On  contract  jobs  occasionally — and  I  do  not  know 
whether  that  practice  is  in  vogue  yet,  but  it  was — whereas  the  requisi- 
tion specified  that  the  contractor  should  take  possession  of  the  junk. 
Of  course,  on  a  contract  job  we  practically  have  no  check  or  author- 
ity and  can  not  make  much  headway. 

The  Chairman.  As  I  understand  you,  one  of  the  difficulties,  or  per- 
hajDS  handicaps,  that  the  checkers  or  field  auditors  are  working  under 
at  the  present,  is  that  even  after  requisitions  have  been  furnishe<l 
for  work  and  material  and  labor  to  be  furnished  and  performed, 
verbal  changes  are  authorized  by  the  bureau  of  survey,  and  you  are 
not  advised  as  to  them  sometimes  until  long  after  the  work  Is  done. 

Mr.  Lafferty.  Yes. 

The  Chairman.  Well  now,  can  vou  keep  track  of  a  piece  of  repair 
work  anyways  accurately  where  tnat  practice  is  followed  ? 

Mr.  Lafferty.  I  would  say  that  practically  it  is  making  us  do 
double  work.  In  other  words,  I  can  point  to  a  few  cases  that  we 
have  been  uj)  against.  We  would  expect  records  daily  on  a  repajr 
job,  and  have  checkers  on  her  checking  daily  and  putting  in  their 
reports,  and  we  would  check  them  against  the  contractor's  daily 
charge  sheets,  that  he  submits  day  by  day,  and  we  would  work 
those  reports  up,  and  have  them  in  line,  and  then  the  requisition 
would  come  along  from  the  bureau  of  survey,  after  letting  the  job 
run  along  for  a  certain  time,  on  a  time-and-material  basis,  as  we  had 
been  advised  to  do  bv  the  bureau  of  survey,  that  requistion  would 
come  along,  aj^provecl  by  the  bureau  of  survey,  ])robably  making  it 
a  contract  job,  or  vice  versa. 

The  Chairman.  A  contract  or  a  lump-sum  job? 
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Mr.  LiAFFKBTT.  Yes,  sir ;  or  vice  versa.  It  works  both  ways.  Then 
there  are  cases  where  they  will  start  off  a  job,  supposedly  to  be  a 
Inmp-sum  job,  and  the  contractor  will  not  let  us  cover  that  with 
time-and-material  checkers,  and  then  when  the  job  is  turned  into  a 
eommercial-rate  job  we  hove  no  records  on  it. 

The  Chairman.  You  say  there  have  been  instances  where  repair 
work  has  been  awarded  on  a  lump-sum  basis? 

Mr.  Lafpehtt.  Yes,  sir;  some  of  it  is  on  a  lump-sum  basis.  Of 
course,  the  lump  sum  is  always  supplemental. 

The  Chairman.  And  when  that  is  done  you  do  not  have  access  to 
flie  records  of  the  repair  yard? 

ibr.  Laftebty.  Every  yard  in  the  port  of  New  York  absolutely 
xefoses  to  let  you  check  time  and  material  on  lump-sum  work. 

The  Chairman.  Then  after  that  work  is  completed  sometimes  it 
18  changed  to  the  commercial-rate  basis? 

Mr.  Lafferty.  Yes,  sir;  and  we  have  no  check  and  have  to  prac- 
tically verify  and  accept  their  own  figures. 

The  Chairman.  How  many  men  are  there  in  Mr.  McLaughlin's 
department  up  here,  if  you  know? 
Mr.  Lafferty.  Let  me  see — 125  or  150. 
The  Chairman.  Did  you  say  125  or  150? 
Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  many  repair  yards  are  there  in  New  York 
in  which  Shipping  Board  ships  are  being  repaired  ? 
Mr.  Lafferty.  1  could  not  say. 

The  Chairman.  Do  you  come  across  any  instances  of  where  ma- 
terial has  been  taken  out  of  one  Shipping  "Board  ship  by  one  repair 
yard  man,  and  put  into  another  one  and  charged  for? 
Mr.  Lafferty.  No;  I  have  not  found  that  condition. 
The  Chairman.  That  has  not  prevailed  in  the  Crane  yard? 
Mr.  Lafferty.  No,  sir. 

The  Chairman.  How  many  ships  are  over  there  now  being  re- 
piired? 
Mr.  Lafferty.  Why,  very  few. 

The  Chairman.  What  would  you  say  constituted  a  few,  two? 
Mr.  Lafferty.  I  would  say  six,  and  of  the  six  four  are  probably 
•'^Dtract  jobs,  and  two  or  three,  at  the  most,  on  a  commercial  rate. 

The  Chairman.  What  do  you  mean  when  you  say  four  are  prob- 
•"Jy  on  a  contract  job,  lump  sum  ? 

Mr.  Lafferty.  No,  sir;  the  lump  sum  is  an  agreed  price  supple- 
'^iital  to  the  original  contract.  Thoy  make  out  a  contract  at  a 
^*^n  figure,  and  then  in  opening  up  the  work  some  unforseen 
^ork  will  turn  up,  don't  you  see,  which  at  the  time  the  contract  was 
^^de  they  could  not  see. 
The  Chairman.  Well  ? 

Mr.  Lafferty.  They  would  have  to  cover  that,  and  the  way  they 
^ork  it  is  by  taking  a  lump-sum  figure.  The  lump  sum,  you  see,  is 
^l^ays  supplemental  to  a  contract.  As  I  say,  there  are  about  four 
Jpntract  jobs  or  lump-sum  and  contract  jobs  running  at  the  present 
'iine,  and  probably  three  commercial-rate  jobs. 
ITie  Chairman.  Three  commercial-rate  jobs  ? 
Mr.  Lafferty.  Yes,  sir. 
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The  Chairman.  And  you  have  two  men  on  each  of  those  six  or 
seven  steamers  over  there? 

Mr.  Laffertt.  Yes,  sir. 

The  Chairman.  Do  they  stay  there  all  the  time? 

Mr.  Lafferty.  All  the  time  that  the  repairs  are  going  on ;  yes,  sir. 
Night  and  day,  if  there  is  any  night  work,  although  that  has  been 
eliminated  to  a  big  extent. 

The  Chairman.  Does  the  bureau  of  survey  have  any  men  there,  too? 

Mr.  Lafferty.  They  have  got  their  inspectors;  that  is,  men  that 
work  in  conjunction  with  the  port  engineers  of  the  operating  com- 
pany, supervising  the  repairs  as  they  go  along.  The  port  engineer  is 
the  real  man  to  see  that  the  repairs  are  executed  according  to  the 
requisition.  Of  course,  that  is  a  big  part  of  our  work  also,  but  from 
an  engineering  standpoint  he  is  the  real  engineer  to  follow  it  up. 

The  Chairman.  Well,  now,  what  course  is  followed  with  reference 
to  ships  that  come  to  the  Crane  yard,  as  far  as  you  know  ?  Say,  a  ship 
comes  in  here  needing  repairs,  and  the  port  engineer  takes  it  up  with 
somebody  aboard  the  vessel,  and  they  make  out  a  requisition  for  the 
repairs,  then  are  bids  called  for  on  that  basis  or  is  she  assigned  to  a 
certain  yard  for  repairs  ? 

Mr.  Lafferty.  For  time  and  material  she  is  assigned. 

The  Chairman.  Assume  that  the  work  is  to  be  done  on  a  time-and- 
material  basis,  then  a  vessel  is  assigned  to  the  Crane  yard  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  at  some  time  or  other  you  get  a  copy  of  the 
reauisition  ? 

Mr.  Lafferty.  Made  out  by  the  port  engineer  and  approved  by  the 
bureau  of  survey ;  yes. 

The  Chairman.  Made  out  by  the  port  engineer  and  approved  by 
the  bureau  of  survej',  do  you  say  ? 

Mr.  Lafferty.  Yes. 

The  Chairman.  You  then  assign  two  of  your  men  to  go  down  to 
that  vessel  ? 

Mr.  Lafferty.  As  soon  as  the  repairs  are  started. 

The  Chairman.  As  soon  as  the  repairs  are  started  you  assign  two 
men? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  they  stay  there  and  check  up  the  material 
that  comes  on  board  ? 

Mr.  LaffI':rty.  The  material,  labor,  and  tools. 

The  Chairman.  And  tools  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Also  the  number  of  men  employed  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  And  they  do  that  until  the  work  is  completed? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Now,  then,  assume  that  while  that  work  is  in  prog- 
ress some  additional  work  is  ordered,  verbally,  I  will  say,  or  author- 
ized by  the  bureau  of  survej^,  how  do  you  get  notice  that  the  addi- 
tional work  has  been  authorized? 

Mr.  Lafferty.  From  the  contractor. 

The  Chairman.  From  the  contractor? 

Mr.  Lafferty.  Yes,  sir.  That  is  not  the  way  it  should  be,  but  that 
is  how  we  get  it. 
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The  Chairman.  I  am  asking  you  how  you  get  it. 

]Mr.  LArFERTY.  Yes,  sir;  that  is  tlio  way. 

The  Chairman.  The  contractor  tells  you  that  he  has  been  or 
to  do  this  additional  work? 

Mr.  IxAFTERTr.  Yes,  sir. 

The  Chairman.  And  do  you  attemj^t  to  verify  it? 

Mr.  LArFERTT.  We  handle  that  separately  from  the  general  j( 

The  Chairman.  You  make  a  separate  check  of  that? 

Mr.  Lafferty.  That  is  it. 

The  Chairman.  Then  the  work  is  completed  and  tlie  ve^-sel 
■Then  what  do  you  do  witli  all  those  reports  that  you  have  mad 
[the  checks  ? 

Mr.  Lafferty.  They  make  their  bill  out.  Our  reports  are 
tmarized  and  condensed  into  one  figure  and  checked  against  the 
[port,  against  their  bill,  I  might  say. 

The  Chairman.  Do  .you  mean  the  work  done  in  the  yard  i 

Mr.  Lafferty.  Yes:  all  differences  are  adjusted  riglit  tiiere. 

The  Chairman.  Do  you  have  authority  to  adjust  differences? 

Mr.  Lafferty.  Yes.  sir:  we  adjust  differences  daily  and  ever} 

The  Chairman.    What  kind  of  differences? 

Mr.  Lafferty.  Well,  you  have  differences  all  the  time.  Thej 
have  a  record  of  40  men  on  a  vessel,  and  our  checker  may  a 
only  35,  and  we  have  got  to  be  shown  where  the  other  five  men 
If  we  can  prove  to  them  that  they  were  not  there,  we  turn  ai 
and  disallow  the  charge  for  those  five.  It  is  not  our  worry 
tibey  are  going  to  do  about  it,  whether  they  are  going  to  log 
money  or  charge  it  to  a  contract  on  an  outside  job.  We  are 
concemed  in  payinjx  for  what  our  checker  really  sees. 

The  Chairman.  Have  vou  anv  instance  of  where  men  were  wo 

ft  « 

on  one  vessel  in  the  afternoon  and  shifted  over  to  another  vesse 
they  charged  the  whole  day  to  each  vessel  ? 

Ht.  Lafferty.  Well,  the  only  real  case  I  know  of  was  on  the 
Cloud.  Those  men  who  were  ordered  in  on  the  (rray  Cloudy  t 
rooke  of,  on  that  Sunday  proposition,  w^ere  ordered  in  to  wo: 
the  sea  valves,  but  the  sea  valves  were  not  removed  for  some  r 
or  other  as  they  expected  them  to  be.  There  was  some  mistake 
that.  They  used  those  men  then  on  a  contract  job,  on  the  Polar 
I  believe  the  name  of  the  vessel  was,  and  charged  them  again: 
Gray  Cloud.  We  were  able  to  show  them  that  those  men  did  wo 
the  Polar  Bear. 

The   Chairman.  And   that   was   detected   and   adjusted   aiK 
Shipping  Board  was  not  charged  for  them? 
Mr.  Lafferty.  Yes,  sir:  and  that  is  the  only  case  I  know  of. 
The  Chairman.  That  is  the  onlv  case  in  the  Crane  vard? 
Mr.  Lafferty.  Yes,  sii\    Of  course.  Crane's  attitude  on  tha 
(hat  they  were  entitled  to  pay  for  those  men,  having  ordered  th 
Work  on  the  sea  valves,  regardless  of  whether  they  used  them 
contract  job  or  not. 

The  Chairman.  What  do  you  say  with  reference  to  the  rat 
Material  and  labor  as  filed  monthly  by  the  Crane  yard.  Are 
Jess  now  or  more  than  in  the  beginning? 

]Mr.  Lafferty.  They  have  been  ])racticallv  what  all  repair 
have  charged  in  the  port  of  New  York.    They  have  filed  a  nt 
of  rates,  but  that  is  mostly  on  account  of  Commander  Gatewo< 
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the  Shipping  Board,  having  gotten  after  those  fellows  and  practi- 
cally told  them  that  their  rates  were  too  high.  Then  they  filed  a 
new  set  of  rates  as  of  December  1. 

The  ChairmaK.  And  the  new  rates  for  material  and  the  new  rates 
for  labor  have  been  filed  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  Are  they  less  than  those  charged  before  that? 

Mr.  Lafferty.  Considerably  less. 

The  Chairman.  Have  you  come  across  any  instance  of  fees  being 
paid? 

Mr.  Lafferty.  Fees  in  what  respect? 

The  Chairman.  By  the  repair  yard  man,  to  any  of  the  officers  of 
the  steamer  ? 

Mr.  Lafferty.  Well,  that  is  a  thing  we  would  not  be  in  touch  with. 
It  may  be,  but  as  far  as  we  know  we  have  not. 

The  Chairman.  That  has  never  been  brought  to  your  attention? 

Mr.  Lafferty.  No,  sir. 

The  CiLviRMAN.  You  have  not  come  across  any  improper  charges 
which  included  fees,  bonuses,  or  gifts  or  anything  of  that  sort,  have 
you? 

Mr.  Lafferty.  No,  sir. 

The  Chairman.  How  large  a  force  of  men  do  they  work  over  there 
at  the  Crane  yard? 

Mr.  Lafferty.  Well,  it  varies,  according  to  the  work  that  they 
have  on  hand;  they  are  cutting  down  their  force,  and  increase  it 
from  time  to  time.  I  would  say  that  their  real  capacity  would  be 
about  500  men. 

The  Chairman.  Five  hundred  ? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  That  is  the  maximum,  do  you  think? 

Mr.  Lafferty.  The  maximum ;  yes. 

The  Chairman.  How  many  have  they  got  over  there  now? 

Mr.  Lafferty.  I  would  say  half  of  that. 

The  Chairman.  Two  hundred  and  fifty  ? 

Mr.  Lafferty.  Two  hundred  and  fifty. 

The  Chairman.  Is  the  material  that  is  used  in  this  work  pur- 
chased by  the  repair  yard* or  is  it  furnished  by  the  Shipping  Board? 

Mr.  Lafferty.  Purchased  by  the  repair  yard. 

The  Chairman.  All  of  it?   ] 

Mr.  Lafferty.  All  of  it,  with  the  exception  of  paint. 

The  Chairman.  Paint  ? 

Mr.  Lafferty.  Paint  at  some  times  is  supplied  direct  by  the  Ship- 
pimr  Board. 

The  CHArkMAN.  Do  you  know  of  any  instances  of  ^hips  coining 
into  the  Crane  yard  where  material  has  been  sent  from  the  Kent 
Avenue  storeliouse  or  warehouse,  or  anv  other  warehouse  to  be  in- 
stalled? 

Mr.  Lafferty.  Well,  yes;  I  am  wrong  in  the  statement  I  just  made. 
There  are  occasions  where  they  will  have  a  spare  part  at  the  Kent 
Avenue  storehouse,  and  the  requisition  will  specify  to  receive  that 
from  Kent  Avenue  and  install  it;  but  that  is  very  seldom. 

The  Chairman.  Verv  seldom  ? 

Mr.  Lafferty.  Very  seldom. 
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The  Chairman.  Have  there  been  any  repairs  made  at  the  Crane 
yard  of  transforming  ships  from  coal  burners  to  oil  burners? 

Mr.  Laiterty.  Why,  no ;  I  don't  believe  there  was. 

The  Chairman.  Do  you  recall  any  of  that  ? 

Mr.  Lafterty.  I  do  not  recall  any. 

The  Chairman.  Do  you  recall  any  of  them  being  transformed  from 
oil  burners  back  to  coal  burners  ? 

Mr.  LiArrERTY.  Neither  way.  It  is  more  of  a  general  repair  yard ; 
that  is,  voyage  repairs. 

The  Chairman.  Have  there  been  very  many  ships  there  for  re- 
pairs to  their  shafts — new  shafts  installed? 

Mr.  Lafferty.  We  have  had  quite  a  lot  of  that. 

The  Chairman.  How  many,  should  you  say? 

Mr.  Lafterty.  I  could  not  offhanded  give  you  any  idea,  Mr. 
Chairman. 

The  Chairman.  Well,  more  than  two  ? 

Mr.  Lafterty.  Oh,  yes;  considerably  more  than  two. 
•  The  Chairman.  Were  those  broken  shafts? 

Mr.  Lafferty.  Well,  we  have  had  at  least  two  broken  shafts,  and  we 
have  had  more  or  less  repairs  to  shafts.  I  would  say,  probably,  if  I 
made  a  ^ess  at  it,  I  would  say  we  have  had  10  cases  of  repairs  to 
shafts  within  the  last  18  months. 

The  Chairman.  Have  you  had  any  cases  of  vessels  being  brought 
in  there  where  the  propellers  have  dropped  off? 

Mr.  Lafferty.  We  have  had  repairs  to  propellers,  but  not  where 
they  were  off  entirely. 

The  Chairman.  How  long  do  you  say  you  have  been  at  the  Crane 
yard? 

Mr.  Lafferty.  About  18  months. 

The  Chairman.  About  18  months,  and  you  think  that  during  that 
time  80  or  90  per  cent  of  the  work  they  have  been  doing  has  been 

Mr.  Lafferty  (interposing).  I  know  positively  that  it  covers  that 
amount. 

The  Chairman  (continuing).  Is  on  Shipping  Board  vessels? 
I     Mr.  Lafferty.  Shipping  Board;  a  very  small  percentage  is  out- 
[  side  the  Shipping  Board. 

The  Chairman.  What  other  lines  have  had  work  done  there  that 
you  recall  ? 
Mr.  Lafferty.  As  a  matter  of  fact  that  would  be  a  hard  question 

for  me  to  answer,  because  it  does  not  concern  me,  and  I  never 

The  Chairman.  Well,  don't  you  recall 

Mr.  Lafferty  (interposing).  You  might  see  the  name  of  the  ves- 
sel, but  that  would  not  tell  you  the  name  of  the  operator;  do  you 
•ee  what  I  mean? 

The  Chairman.  Don't  you  recall  any  one  steamer? 

Mr.  Lafferty.  Yes,  sir ;  the  Black  Star  had  a  few  vessels  in  there. 

The  Chairman.  The  Black  Star.  How  long  has  the  Crane  yard 
l>een  established  ? 

Mr.  Lafferty.  And  they  do  quite  a  lot  of  work  for  the  city  of 
Jfew  York ;  fire  boats. 

The  Chairman.  Fire  boats  ? 

Mr.  Lafferty.  Yes,  sir ;  and  they  do  a  lot  of  repairs  to  Lehigh  Val- 
ley floats. 
'The  ChairM/\n.  The  train  floats? 
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Mr.  Lafferty.  The  train  floats;  ves,  sir. 

The  Chairman.  That  they  run  ttie  freight  cars  on? 

Mr.  Lafferty.  Yes,  sir. 

The  Chairman.  How  long  has  the  Crane  yard  been  establish 
here,  do  j^ou  know  ? 

Mr.  Lafferty.  It  is  an  old-established  yard:  what  year  I  could  i: 
sav. 

^he  Chairman.  Mr.  Foster,  have  you  any  questions? 

Mr.  Foster.  Your  position  is  field  auditor  for  the  division  of  o 
erations ;  is  that  riffht  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Foster.  You  represent  the  Shipping  Board  here  in  that  ( 
pacity  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Foster.  From  your  experience,  what  practical  suggesti< 
would  you  make  as  to  how  conditions  should  be  remedied  from  t 
(lovernment  standpoint,  based  on  your  experience  and  observatio 
there  ? 

Mr.  Lafferty.  Well,  the  real  bad  conditions  that  we  meet  at  t 
present  time  is  that  bureau  of  survey,  as  I  explained  to  Mr.  Wah 
And  of  course  if  it  could  be  remedied,  whereby  we  would  receive 
requisiticm  before  the  repairs  started,  we  no  (loui)t  could  oAercoi 
Quite  a  lot  of  questions  that  arise  after  the  vessel  has  sailed,  and 
cioubt  save  a  lot  more  money  for  the  Shipping  Board. 

Mr.  Foster.  \Vell.  what  reason  is  assigned  why  that  has  not  be 
done  ? 

Mr.  Lafferty.  That  is  above  me,  1  assure  you. 

Mr.  Foster.  Well,  aside  from  your  knowled^re.  what  do  you  I 
lieve  to  be  the  reason,  as  you  observe  matters  there,  why  a  thinir 
apparent  as  that  is  not  done  for  the  sake  of  the  Government? 

Mr.  Lafferty.  Well,  I  have  never  even  been  in  the  bureau  of  sii 
vey's  office,  so  I  would  not  like  to  and  I  could  not  very  well  pass  i 
opinion. 

Mr.  Foster.  Did  you  say  that  90  per  cent  of  the  vessels  went  oi 
without  the  ability  on  your  part  to  make  that  check? 

Mr.  Lafferty.  Oh,  no,  no ;  you  are  wrong  there.  No ;  I  say  i 
per  cent  of  the  vessels  repaired  at  Crane's  yard  are  Shipping  Boar 
vessels. 

Mr.  Foster.  Oh,  yes. 

Mr.  Lafferty.  In  all  cases,  with  the  exception  of  an  occasiom 
lump-sum  job,  we  in  all  cases  have  a  check,  time  and  material  checl 
Occasionally  a  lump  sum,  where  they  will  not  allow  us  to  check  tim 
and  material,  is  later  converted  back  to  a  time  and  material  job,  an' 
we  are  without  a  check. 

ilr.  Foster.  Well,  now,  how  could  that  be  remedied? 

Mr.  Lafferty.  By  making  the  different  contractors  allow  Ship 
pin^  Board  checkers  to  cover  and  check  the  time  and  material  o 
lump-sum  jobs. 

Mr.  Foster.  Why  can  that  not  be  done  ? 

Mr.  T^AFFERTY.  Well,  it  was  tried ;  that  is,  the  board  tried  to  hav 
it  that  way.  but  why  thev  could  not  do  it  I  can  not  state,  becaiu 
that  is  above  me. 

Mr.  Foster.  Well,  you  have  stated  to  the  chairman  here,  in  answ 
to  his  questions,  these  conditions;  I  am  just  asking  for  your  jud 
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tnent  as  to  how  they  should  be  remedied,  not  just  that  it  can  not  be 
done. 

Mr.  Lafferty.  Well,  as  I  say,  it  could  be  remedied,  by  making 
the  contractor  let  us  check  the  lump  sum.  Why  the  Shipping  Board 
has  not  made  them  do  it  I  can  not  state. 

Mr.  Foster.  Can  you  think  of  any  reason  that  would  make  it 
impracticable  to  do  that  ? 
Mr.  Latferty.  I  can  not  see  any  reason  whatsoever. 
Mr.  Foster.  Do  you  know  ot  any  effort  having  been  made  to 
induce  them  to  do  that  ? 

Mr.  Lafferty.  Yes ;  more  than  once. 
Mr.  Foster.  By  whom  ? 

Mr.  Lajterty.  Why,  by  the  different  field  auditors,  from  instruc- 
tions they  received  from  the  New  York  office — Mr.  McLaughlin,  re- 
{air  cost  audit  bureau;  and  also  through  letters  sent  out  by  Mr. 
IcLaughlin  to  the  different  contractors,  requesting  that  this  be  done. 
Mr.  Foster.  With  what  success  ? 

Mr.  Lafferty.  But  both  met  with  a  flat  refusal  by  the  different 
contractors. 

Mr.  Foster.  Well,  now,  what  accompanied  the  refusal,  if  anjrthing, 
as  a  reason  ? 

Mr.  Lafferty.  That  wliile  they  are  willing  to  take  a  lump  sum  for 
an  agreed  price,  say  $300,  they  are  willing  to  take  a  chance  of  losing 
$100  or  making  $100  on  that ;  they  consider  that  is  a  fair  figure  and 
thev  do  not  see  whore  we  are  concerned  in  cliecking  time*  and  mate- 
rial; in  other  words,  they  can  not  see  where  we  are  interested  in 
getting  their  cost  on  that  lump  sum,  when  they  have  already  agreed 
to  do  it  for  a  certain  price. 

Mr.  Foster.  Do  yon  not  find  this  difficulty  in  connection  with  your 
experience,  that  the  different  branches  of  this  work,  all  representing 
governmental  activities,  fjet  rather  jealous  at  each  other's  authority, 
and  overlook  the  fact  that  thev  are  representing  one  Government 
after  all? 
Mr.  Lafferty.  You  mean,  do  not  cooperate? 
Mr.  Foster.  Yes,  sir:  is  that  not  one  failing? 

Mr.  Laffi^rty.  Well,  T  have  met  with  pretty  fair  cooperation.  Of 
course,  it  may  be  that  I  keep  after  it  until  I  get  it;  but  I  even- 
tually  

Mr.  Foster.  That  produces  results  anywhere,  does  it  not? 
Mr.  Lafferty.  But  I  have  eventually  been  able  to  get  it  on  every- 
thing I  went  after.    Of  course,  you  may  not  get  it  as  fast  as  it  ougnt 
to  come. 

Mr.  Foster.  Do  you  think  that  cooperation  exists  in  this  work  as 
heartily  or  generally  as  in  some  of  the  larger  private  corporations? 
Mr.  Lafferty.  I  do  not. 
Mr.  Foster.  No.    Why? 

Mr.  Lafferty.  For  what  reason  I  could  not  state. 
Mr.  Foster.  Just  because  they  are  working  for  the  Government,  is 
that  one  reason? 
Mr.  Lafferty.  I  could  not  say. 

Mr.  Foster.  Well,  just  one  question.    You  spoke  about  one  of  these 
mishaps  on  a  vessel,  where  some  man  was  found  dead. 
Mr.  Lafferty.  Yes,  sir. 
Mr.  Foster.  AVhich  was  attributed  to  some  fumigating? 
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Mr.  Latterty.  Yes,  sir. 

Mr.  Foster.  Who  attributed  it  to  that? 

Mr.  Lafferty.  Well,  every  one  concerned.  As  a  matter  of  fact,  i 
looked  logical  to  myself  and  to  everybody  that  investigated  it  ai 
the  time,  for  the  simple  reason  that  we  could  not  get  hold  of  anj 
facts  other  than  that.  Of  course,  the  man  might  have  been  pushec 
down  that  hold,  he  may  have  fallen  down,  and  he  may  have  walkec 
down  and  was  overcome. 

Mr.  Foster.  The  theory  you  adopted  finally  was  that  he  was  aftei 
chicken  feed,  is  that  it  ? 

Mr.  Laffertt.  Yes,  sir,  that  was  the  theory.  The  captain  aboard 
the  vessel  had  given  him  authority,  so  he  says 

Mr.  Foster.  So  the  captain  says. 

Mr.  Lafferty.  Yes,  to  go  down  in  this  hatch  two  days  before, 
to  gather  chicken  feed,  and  he  presumably  was  going  down  again 
this  noon  hour  to  get  some  more.  As  to  whether  that  is  so  or  not, 
of  course,  as  I  say,  we  never  were  able  to  g^t  any  facts  to  the  contrary* 

Mr.  Foster.  You  adopted  the  theory  that  he  had  not  secured 
more  chicken  feed  than  enough  to  keep  his  flock  for  two  days? 

Mr.  Lafferty.  Well,  he  may  have  oeen  storing  up,  trying  to  get 
it  all  at  once.  He  might  have  been  trying  to  lay  in  a  year's  supply 
in  two  days. 

Mr.  Foster.  For  a  large  crop  of  chickens? 

Mr.  Lafferty.  At  any  rate,  his  brother-in-law  is  a  ship  broker  in 
State  street.  New  York,  a  man  that  has  been  brought  up  m  the  ship- 
ping game,  and  he  came  over  and  investigated  the  thing  personally, 
with  his  own  lawyer,  and  he  was  satisfied  that  that  was  the  case. 

Mr.  Foster.  That  is  all  now.  Mr.  Chairman. 

The  Chairman.  Mr.  Steele? 

Mr.  Steele.  You  said  the  real  bad  situation  is  in  the  bureau  of 
survey.     What  is  the  bad  situation? 

Mr.  Lafferty.  Not  recei\dng  requisitions  in  the  right  time,  pre- 
vious to  repairs,  or  about  the  time  that  they  started  to  make  repairs. 
More  often,  when  a  job  is  finished  or  three-quarters  finished,  you 
get  your  requisition,  showing  you  what  repairs  are  called  for. 

Mr.  Steeij;:.  And  the  requisition  is  sent  from  where? 

Mr.  Lafferty.  And  up  to  that  time  you  are  working  according 
to  the  contractor's  sav  so  about  his  work  order. 

,Mr.  Steele.  And  that  delay  is  chargeable  to  the  bureau  of  survey? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Steele.  Is  there  any  difficulty  about  the  requisitions  when 
they  come  ? 

Mr.  Lafferty.  You  mean  the  wording? 

Mr.  Steele.  Yes,  as  to  clearness  and  ability  to  follow  them  out. 

Mr.  Lafferty.  Well,  you  have  got  to  read  between  the  lines  more 
or  less,  but  that  is  on  account  of  procedure  in  shipping  circles.  * 
would  not  say  there  was  anv  comment  to  make  on  tliat  part. 

Mr.  Steele.  Then  the  real  difficulty  is  the  delay  in  receiving  those 
reauisitions  ? 

Mr.  Lafferty.  In  receiving  the  requisitions. 

Mr.  Steele.  Yes.  Now,  in  the  matter  of  a  lump-sum  contract,  there 
your  work  is  confined  to  seeing  that  the  requisition  or  specifications 
are  carried  out,  you  are  not  interested  in  the  cost  of  material  there? 
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r.  Lafterty.  That  is  it;  and  we  are  not  interested  in  a  lump  sum 
tsoever,  for  the  simple  reason  that  they  will  not  cooi)erate  with 
a  it. 

r.  Steele.  Well,  you  are  interested  in  seeing  that  the  contract  is 
led  out  faithfully,  however,  are  you  not? 

r.  Laiterty.  The  Bureau  of  Survey  and  the  port  engineer  is  the 
that  follows  out  that  part  of  it  on  a  lump  sum. 
r.  Steele.  Oh,  that  is  outside  of  your  work? 
r.  Laftertt.  We  are  eliminated  entirely  from  the  lump  sum. 
have  no  say  so  whatsoever. 

r.  Steele.  You  have  also  stated  that  competition  is  more  or  less 
joke  here.    To  what  extent  does  competition  exist? 
r.  Latferty.  That  is  my  idea, 
r.  Steei^.  I  understand.    I  want  to  know  what  you  know  about 

• 

T.  Lafferty.  Well,  this  dry  dock  association  has  meetings  when- 
•  any  question  arises,  in  regard  to  repairs,  of  cutting  rates,  or 
thing  that  would  hurt  their  pocketbook  whatsoever, 
ir.  Steele.  Well,  to  what  extent  does  competition  exist  in  award- 
repair  contracts? 

[r.  Lafferty.  Well,  in  regard  to  the  contracts,  I  have  not  got 
authority  whatsoever  on  contracts,  but  from  the  oflThand  knowl- 
g  that  I  have  gained  I  have  been  able  to  say  that  competition  is 
ke  as  compared  with  the  workings  of  the  dry  dock  association,  in 
ird  to  cutting  of  rates,  etc.  In  other  words,  they  work  prac- 
lly  on  that  end  of  it,  tne  same  as  they  do  if  we  want  to  cut  a 
mercial  rate. 

[r.   Steele.  Well,  now,  in  the  first  place,  are  these  contracts 
rded  as  the  result  of  inviting  competitive  bids? 
[r.  Lafferty.  Are  they  what? 
[r.  Steele.  Are  they  awarded  as  a  result  of  inviting  competitive 

!? 

[r.  Lafferty.  Yes,  sir :  the  lowest  bids. 

[r.  Steele.  Do  they  advertise  for  proposals  ? 

[r.  Lafferty.  Yes,  sir.    .Tenders  are  received,  and  the  lowest 

ler  awarded  the  job. 

[r.  Steele.  And  the  lowest  bidder  is  awarded  the  contract  ? 

T.  Lafferty.  Yes,  sir. 

[r.  Steele.  Are  the  bids  different  from  these  different  contractors, 

re  they  practicallv  the  same? 

[r.  Lafferty.  Well,  I  am  answering  you  a  lot  of  questions  here 

re  I  am  not  familiar  with  the  work.    It  is  only  what  I 

ir.  Steele.  When  you  said  that  competition  was  a  joke 

[r.  Lafferty.  Yes. 

[r.  Steele  (continuing).  I  would  like  to  know  what  you  know 

Lit  it,  and  what  the  situation  is. 

[r.  Lafferty.  I  see;  but  it  is  only  offhand  knowledge;  it  is  not 

lal,  because  I  am  not  connected  with  the  opening  of  bids  or  with 

contract  bureau,  and  have  no  real  knowledge  of  it. 

[r.  Steele.  You  mean  to  say,  then,  that  you  have  no  personal 

wledge  on  the  subject  of  awarding  bids? 

[r.  Lafferty.  Only  hearsay;  that  is  all. 

[r.  Steele.  Only  from  hearsay? 
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Mr.  Lafferty.  That  is  it.     As  far  as  a  contract  or  a  bid  is 
cerned,  I  have  nothing  to  do  with  it. 

Mr.  Steele.  Well,  your  statement  that  competition  is  a  jol 
based  on  hearsay? 

Mr.  Lafferty.  That  is  all. 

Mr.  Steele.  And  is  the  same  thing  true  as  to  rates? 

Mr.  Lafferty.  Well,  as  to  rates,  it  is  practically  hearsay  also 
it  has  been  proven  more  or  less  by  the  fact  that  one  3"ard  will  io 
the  other;  in  other  words,  if  we  get  a  ruling — if  I  get  a  ruling  1 
the  New  York  office  to  do  a  certain  thing — tor  instance,  not  to  ac 
a  certain  rate,  and  I  go  to  the  contractor  and  put  it  up  to  hin 
will  not  declare  himself ;  ''  I  will  let  you  know  in  two  or  three  ( 
or  four  or  five  days.'"*  The  other  fellow,  in  the  other  yard,  doe: 
same  thing;  the  fellow  in  tliis  yard  does  the  same  thing.  They  a 
all  around  the  same  way.  The  answer  comes  from  the  whole  5 
or  10,  or  whatever  it  is,  at  the  same  time;  the  answer  is  the  r 
from  each  one  of  them. 

Mr.  Steele.  The  answer  is  the  same? 

Mr.  Lafferty.  We  will  take  this,"  or  "We  won't  take  tl 
Where  does  it  come  from? 

Mr.  Steele.  Your  conclusion,  then,  is  that  there  is  collusioi 
tween  these  different  bidders? 

Mr.  Lafferty.  That  is  the  idea,  personally. 

Mr.  Steele.  And  that  they  agree  as  to  the  prices? 

Mr.  Lafferty.  It  may  be  or  may  not  be,  but  as  it  looks 

Mr.  Steele.  You  have  no  positive  evidence  of  that? 

Mr.  Lafferty.  No;  no  positive  evidence. 

Mr.  SteeiJ':.  But  that  is  vour  inference,  from  the  fact  that  t 
bids  are  the  same? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Steele.  I  thmk  that  is  all. 

The  (^HAiKMAN.  Mr.  Connally? 

Mr.  Coxxally.  Mr.  Laffei*ty,  you  say  that  the  principal  troiibl 
with  the  bureau  of  survey  not  supplying  you  in  advance  of 
actual  making  of  the  repairs  with  a  copy  of  these  specifications i 

Mr.  Lafferty.  Yes,  sir. 

Mr.  CoNXALLY.  So  that  you  can  check  the  work  up  as  it  ^ 
along? 

Mr.  Lafferty.  Yes,  sir. 

Air.  C0NNAIJ.Y.  Well,  why  dp  you  not  get  those;  do  you  kno^^' 

Mr.  Lafi'erty.  Well,  in  order  to  answer  you  that 

Mr.  CoxNALLY.  Are  you  not  supposed  to  get  them? 

Mr.  Lafferty.  We  are  supposed  to  get  them;  ye.s.  In  orJei 
answer  you  that  question  I  would  have  to  be  able  to  tell  you  why 
bureau  of  survev  is  behind. 

Mr.  Coxxally.  All  right. 

Mr.  Lafj-t-rty.  AVhich  I  can  not  do. 

Mr.  Coxxally.  You  are  supposed  to  get  them.  Have  you  t 
made  ^'omplaint  to  your  superior  that  you  can  not  ^t't  them  t 

Mr.  Lafferty.  1  es,  sir. 

Mr.  Coxxally.  AVhere  is  he;  right  here  in  this  city,  is  ho  not 

Mr.  Laffekty.  Yes,  sir. 

Mr.  Coxxally.  Where  is  this  board  of  survey? 

Mr.  liAFFEirrY.  Right  here  in  the  city. 
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Jr.  CoxxALLY.  "VMiere  is  the  contract? 

Jr.  Lafferty.  In  the  citv. 

Ir.  CoxxALLY.  What  is  liis  reply;  what  is  your  superior's  reply? 

s  he  not  done  anything  to  get  these  copies? 

Ir.  Lafferty.  As  far  as  I  know,  he  is  working  very  hard  to. 

Ir.  Cox^XALLY.  AVhat  has  he  told  you?     I  am  not  asking  about 

'ar  as  you  know.    When  you  complain,  what  has  he  done  aoout  it? 

Ir.  Lafferty.  He  has  told  me;  where  I  have  not  received  it,  I 

r  from  time  to  time  that  the  thing 

'r.  CoNX'ALLv.  T  am  not  asking  about  what  you  hear;  I  am  asking 
It  what  your  superior  tells  vou  and  what  you  tell  your  superior. 
[r.  Laffp:rty.  That  is  what  1  am  trying  to  tell  you. 
[r.  CoxxATj.Y.  You  say  you  hear,  and  I  want  to  know  what  you 

him  in  the  way  of  a  complaint,  and  what  he  told  you,  and  what 
one  about  it. 

[r.  LAFFEirrY.  I  hear  from  him ;  in  other  words,  he  tells  me  from 
»  to  time  that  the  requisition  will  come  along  at  a  better  date, 
until  the  time  that  we  get  to  where  we  can  receive  a  requisition 
>re  repairs  start,  work  according  to  the  work  order  of  the  con- 
tor, 
r.  CoxxALLY.  All  right.     Now,  do  you  go  back  to  him  when  it 

not  come,  and  make  another  complaint  that  it  has  not  arrived? 
r.  LAFn':RTY.  Yes,  sure, 
r.  Coxx^vLLY.  You  do  that? 
r.  Lafj^erty.  Continually, 
r.  CoNXALLY.  Just  keep  on  ? 

r.  Lafferty.  And  he  has  one  man  set  aside  in  his  office  to  take 
hese  requisitions  from  the  bureau  of  survey,  and  we  are  continu- 

in  touch  with  that  man,  trying  to  get  a  requisition  from  him, 
'  a  boat  comes  in ;  but  we  can  not  do  anything, 
r.  CoxxALLY.  Well,  now,  who  is  it,  this  superior  to  whom  you 
^  been  making  these  complaints? 
r.  Lafferty.  Mr.  McLaughlin. 

r.  Coxx'ALLY.  Mr.  McLaughlin.  And  he  is  an  officer  of  the  Ship- 
r  Board  ? 

r.  Lafferty.  He  is  the  auditor  of  repairs. 
T.  CoxxALLY.  Auditor  of  repairs? 
r.  Lafferty.  Repairs  cost  audit  bureau, 
r.  CoxxALLY.  Of  the  Shipping  Board? 
r.  LAFFPiRTY.  That  is  it. 
r.  CoxxALLY.  His  office  is  at  45  Broadway? 

r.  Lafferty.  45  Broadway.     Now,  why  he  can  not  receive  it 
1  the  bureau  of  survey  is  by  me;  I  can  not  explain  that, 
r.  CoxxALLY.  Well,  he  does  not  receive  it. 

r.  Lafferty.  He  knows  that  I  have  made  complaints  time  and 
!  again,  on  different  cases,  practically  every  time  we  do  not  re- 
e  one,  and  he  is  trying  to  get  it;  but  why  he  can  not  get  it  is 
'e  me. 

r.  CoxxALiA'.  He  is  the  chief  of  all  you  inspectors? 
r.  Lafferty.  Field  auditors. 
r,  Coxx^AiJ.Y.  Field  auditors  in  the  citv? 

ft. 

r.  Lafferty.  Yes,  sir. 

r.  Coxx^vlly.  Around  tlie  bay  here,  or  around  the  harbor? 

r.  Lafferty.  Yes,  sir. 


3508  SHIPPING  BOARD  OPERATIONS. 

Mr.  Conn  ALLY.  And  that  is  his  chief  business,  to  look  after  you 
folks  that  are  doin^  this  actual  field  work  ? 

Mr.  Lafferty.  \  es,  sir. 

Mr.  Connally.  And  the  receiving,  or  rather  the  requiring  of  these 
requisitions,  is  one  of  his  chief  functions,  is  it  not  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  And  you  do  not  get  them  ? 

Mr.  Lafferty.  No,  sir.  I  doubt  if  there  is  anyone  can  get  them  be- 
sides him. 

Mr.  Connally.  Oh,  yes;  they  can  be  gotten  by  going  at  it  the 
right  way.  The  Shipping  Board  can  easily  get  them,  or  fire  this 
Board  of  Survey,  could  it  not  ? 

Mr.  Lafferty.  The  organization  of  the  Board  of  Survey  is  not 
functioning  right.  Whether  it  is  because  they  have  not  got  a  suffi- 
cient office  force  to  cope  with  the  situation — the  volume  of  work — 
I  do  not  know. 

Mr.  Connally.  Who  is  the  chief  of  this  Bureau  of  Survey  in  the 
citv? 

Mr.  Lafferty.  Martin  &  Gardner,  two  partners. 

Mr.  Connally.  Martin  &  Gardner  ? 

Mr.  Ijafferty.  Yes. 

Mr.  Connally.  Who  in  their  office  would  be  the  one  ? 

Mr.  Lafferty.  Mr.  D.  Dailey  is  the  man  that  consumes  the  bulk  of 
the  work. 

Mr.  Connally.  D.  Bailey.  Have  you  ever  taken  up  with  him  the 
matter  of  getting  these  requisitions? 

Mr.  Lafferty.  No;  because  I  work  right  with  my  own  superior; 
I  work  through  him. 

Mr.  Connally.  When  is  the  last  time  you  went  to  Mr.  McLaugh- 
lin about  his  failure  to  get  these  requisitions?  Now,  let  us  get  right 
down  to  brass  tacks. 

Mr.  Lafferty.  Let's  see ;  a  few  weeks  ago ;  I  could  not  say  what 
date. 

Mr.  Connally.  What? 

Mr.  Lafferty.  I  would  saw  two  or  three  weeks. 

Mr.  Connally.  What  particular  requisition  was  it  you  complained 
of  to  Mr.  McLaughlin  as  not  having  gotten?  • 

Mr.  Lafferty.  I  believe  the  last  case  was  this  one  here — this 
Guaro — this  case  that  I  spoke  about — the  vessel  lying  for  two 
months  at  the  yard. 

Mr.  Connally.  So  two  or  three  weeks  ago  vou  complained  to  Mr. 
McLaughlin  that  you  had  not  got  the  specincation  on  this  Gvaro. 
How  long  had  it  tnen  been  at  the  yard  ? 

Mr.  Lafferty.  I  do  not  know  whether  that  was  the  last  one. 

Mr.  Connally.  I  just  want  to  get  down  to  something  definite  now ; 
to  see  how  loosely  you  folks  have  been  carrying  on  this  job. 

Mr.  Lafferty.  I  guess  there  was  one  later  than  the  Guaaro;  this  one 
here  is  in  November. 

Mr.  Connally.  You  made  a  complaint  to  him,  though,  about  that 
one,  did  you  ? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  Connally.  Not  getting  the  requisition  ? 

Mr.  Lafferty.  Yes,  sir. 
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Mr.  CJoNNAiXY.  Was  that  in  writing,  or  just  verbally,  orally? 

Mr.  LiArFERTT.  I  have  also  made  it  in  writing. 

Mr.  CoNNALLY.  What? 

Mr.  Lafterty.  I  have  made  it  over  the  phone  and  in  writing,  too. 

Mr.  CoNNALLY.  On  this  particular  case? 

Mr.  Lafferty.  Yes,  sir. 

Mr.  CoNNALLY.  And  also  on  the  Guarof 

Mr.  Lafferty.  That  is  the  one  I  have  reference  to,  the  Guaro, 

Mr.  CoNNALLY.  Oh,  yes.  That  is  the  file  on  the  Guaro  [indicat- 
ing] ;  where  is  that  letter  in  there?  Have  you  got  a  letter  in  there 
to  him,  a  written  complaint  ? 

Mr.  Lafferty.  I  have  only  got  a  letter  on  the  missing  supplemen- 
tary. The  original,  I  believe,  I  took  up  verbally  in  his  office  with 
him  [indicating  paper  in  file]. 

Mr.  CoNNALLY.  Well,  this  is  no  complaint  about  it;  you  just  say, 
*The  above  requisition  to  be  issued."  You  make  no  complaint  there 
ftbout  its  not  having  been  issued,  do  you  ?  What  I  am  trying  to  get 
at  is,  how  much  disturbed  you  have  really  been  about  not  getting 
these  requisitions,  and  what  you  have  been  doing  to  get  them.  As 
a  matter  of  fact,  somebody  ought  to  have  gotten  them,  and  it  is  some- 
body's business  in  the  Shipping  Board  to  get  them. 

Mr.  Lafferty.  Yes,  and  from  what  I  can  say,  Mr.  McLaughlin 
has  spent  untold  time  and  effort  trying  to  line  up  this  Bureau  of 
Survey  to  get  the  requisitions.  Now  the  reason  we  do  not  cover 
each  one  with  a  letter  every  time  we  get  a  repair  job,  the  condition 
is  known  so  well  by  45  Broadway  it  is  not  really  advisable  for  us  to 
be  calling  every  particular  case  to  their  attention.  We  call  it  to  the 
attention  of  the  man  that  is  charged,  is  appointed,  by  Mr.  McLaugh- 
lin. 

Mr.  CoNNALi.Y.  Who  is  he  ? 

Mr.  Lafferty.  Mr.  O'Reagan;  but  Mr.  McLaughlin  has  l)een  fa- 
miliar right  along  with  this  condition,  and  he  has  been  working  un- 
tiredly  to  try  to  correct  it.  Now,  what  success  he  has  met  I  do  not 
know. 

Mr.  CoNNALLY.  Do  you  know  whether  he  has  ever  called  on  the 
Board  of  Survey  pei-sonally  and  taken  this  matter  up  with  them? 

Mr.  Lafferty.  Oh,  positively:  Mr.  McLaughlin  had  it  up  with 
the  Bureau  of  Survey  and  with  Commander  Gatewood. 

Mr.  CoNNALLY.  Where  is  Commander  Gatewood's  office,  here  in 
New  York? 

Mr.  Lafferty.  Well,  that  is  45  at  Broadway.  He  practically  has 
charge  of  the  whole  building  at  45  Broadway;  he  controls  all  of  it. 

Mr.  CoNNALLY.  And  all  these  efforts  of  all  these  officials  have 
not  been  able  to  ^^t  the  requisitions? 

Mr.  Lafferty.  I  knoAv  off-handed  that  he  is  working  very  hard, 
and  so  is  Commander  Gatewood,  and  what  success  they  have  met 
^vith  through  those  different  interviews  with  the  Bureau  of  Survey 
I  do  not  know,  because  that  is  above  my  position  to  have  that  infor- 
mation. 

It  is  not  really  worth  while  for  me  to  run  in  to  New  York  on 
every  little  case  where  we  start  a  vessel  and  do  not  get  a  requisition, 
to  run  in  to  McLaughlin,  or  just  to  write  him  a  letter  on  each 
particular  one.     We  call  up  on  the  phone  and  give  the  data  to  Mr. 
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O'Reagan,  and  then  he  gets  on  the  job  to  see  if  he  can  not  hustle  it 
along.  Now,  what  promises  have  been  made  b}-  the  Bureau  of  Sum~- 
vey  to  (^ommander  Gatewood  or  Mr.  MeLaughlin  I  do  not  kno^^?", 
but  I  know  they  have  certainly  been  working  very  hard,  rigt'm^t 
along,  to  try  to  line  up  this  Bureau  of  Survey. 

Mr.  CoxxALLY.  Mr.  O'Reagan's  chief  duty  is  to  attend  to  thi-S 
very  matter? 

Mr.  Laffkrty.  This  is  one  of  his  chief  duties;  yes. 

Mr.  CoNNALLY.  You  sa^-  Mr.  McLaughlin  appointed  him  specially  J 
to  look  after  that,  and  he  is  drawing  pa}^  for  it? 

Mr.  Lafferty.  Yes,  sir;  and  since  he  has  been  appointed  it  hi 
been  75  per  cent  better  than  before.     In  other  words,  from  what 
found  out  in  New  York  here  the  other  day  he  has  been  able  to 
quite   a   luimber  of   requisitions   within   the  past  month,  approx: 
mately  a  few  days  after 

Mr.  CoNNALLY.  I  am  talking  about  your  yard  now. 

Mr.  Laffkrty.  As  to  my  yard,  as  1  explained  to  Mr.  Walsh, 
can  not  make  any  comment  for  the  last  month  or  something,  becaus 
they  have  had  only  a  few  jobs. 

Mr.  CoNNALLY.  Well,  on  those  few  did  you  get  requisitions? 
us  get  down  to  brass  tacks.     On  those  few  that  you  did  have,  dic^ 
you  get  requisitions  in  time? 

Mr.  Lafferty.  Not  in  time,  no. 

Mr.  CoxNAiXY.  So  it  has  not  improved  at  all? 

Mr.  Lafferty.  Well,  the  general  condition,  as  I  was  speaking  t<F 
Mr.  O'Reagan  the  other  day,  he  said  it  has  been  improving.    He 
has  been  able  to  get 

Mr.  CoxxALLY.  I  would  prefer  to  have  you  just  talk  about  things 
you  know  about  now. 

Mr.  Lafferty.  Yes. 

Mr.  CoxxALLY.  It  has  not  improved  at  all  with  reference  to  your 
yard? 

Mr.  Lafferty.  Not  with  reference  to  my  yard. 

Mr.  CoxxALLY.  What  were  you  doing,  talking  to  Mr.  O'Reagan 
about  it  the  other  day  ?  You  say  you  have  not  made  any  complaints 
since  two  or  three  weeks  ago? 

Mr.  Lafferty.  Well,  I  had  a  lump  sum  bill  that  I  received  for 
audit  from  Mr.  O'Reagan,  and  on  that  commercial  rate  requisition  I 
had  two  bills,  two  separate  bills,  and  they  were  really  for  one  com- 
mercial rate  requisition.  One  was  for  a  lump  sum  and  the  other  for 
a  commercial  rate  job.  They  were  both  on  a  commercial  rate  requi- 
sition, w^hich  was  wrong;  they  should  have  been  a  lump  sump  requi- 
sition and  a  commercial  rate  requisition.  So  I  took  the  matter  up 
with  Mr.  O'Reagan,  and  during  the  course  of  the  interview  we  got 
talking  about  requisitions  in  general. 

Mr.  Coxxally.  All  rig:ht,  that  is  all. 

The  Chairmax.  Anything  further,  Mr.  Steele? 

Mr.  Steele.  No,  sir. 

Mr.  Foster.  Not  a  thing. 

The  Chairmax.  That  is  all.    Is  Mr.  Pigot  here? 

Mr.  PiooT.  Yes,  sir:  right  here. 
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lEsnxoirT  OF  me.  john  j.  pioot,  fobmeely  ceeckee  foe 

THE  UNITED  STATES  SHIPPINO  BOAED. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  What  is  your  name,  Mr.  Pigotf 
Mr.  PiGOT.  John  J.  Pigot. 
The  Chairman.  Are  you  employed  by  the  Shipping  Board? 
Mr.  Pigot.  I  was. 

The  Chairman.  When?    When  did  you  cease  your  employment 
with  them  ? 

Mr.  Pigot.  Directly,  from  January  15  to  the  1st  of  last  July ;  from 
January  15, 1919,  to  the  1st  of  July,  1920. 
The  Chairman.  In  what  capacity? 
Mr.  PiooT.  I  was  what  they  call  a  checker. 
The  Chairman.  A  checker? 
Mr.  Pigot.  A  checker,  that  is  what  it  is  called. 
The  Chairman.  What  had  been  your  business  or  occupation  prior 
to  your  coming  to  the  Shipping  Board? 

Mr.  Pigot.  I  had  been  with  the  foundation  people  in  the  building 
of  the  wooden  ships  at  Kearney,  N.  J.,  I  was  timekeeper  over  there, 
I  a^d  checker  also ;  timekeeper  and  checker  at  that  yard  over  there. 
The  Chairman.  And  prior  to  that  what  had  been  your  business? 
Mr.  Pigot.  Well,  I  call  the  art  business  my  business. 
The  CnAiR^fAN.  Art  business? 

Mr.  Pigot.  Yes,  art  business.     I  worked  into  other  things  at  the 
same  time,  but  I  made  the  art  business  mj' principal  business.    I  was 
in  the  art  business  for  about  20  years.     Prior  to  that  I  had  been 
identified  with  the  shipping  business  at  the  port  of  New  York. 
The  Chairman.  In  what  capacity? 

Mr.  Pigot.  In  a  merchant's  way,  and  I  had  visited  shipyards  and 
been  over  ships  building,  wooden  and  otherwise,  in  different  ports 
around  the  United  States  and  on  the  Atlantic  coast. 

The  Chairman.  What  yard  were  you  assigned  to  as  checker  and 
timekeeper? 
Mr.  Pigot.  When  I  was  hired? 
The  Chairman.  Yes. 
Mr.  Pigot.  The  Morse  vard. 
The  Chairman.  The  Morse  yard? 
Mr.  Pigot.  Yes,  sir. 

The  Chairman.  How  long  were  you  there  ? 
Mr.  Pigot.  Oh,  offhand,  I  would  sav  about  three  months. 
The  Chairman.  Did  you  go  to  any  other  yards? 
Mr.  Pigot.  Oh,  yes. 
The  Chairman.  What  othej*  yards? 

Mr.  Pigot.  I  was  with  the  Crane  yard,  and  I  was  at  the  Atlantic 
Basin  yard. 
The  Chairman.  That  is  in  Boston  ? 
Mr.  Pigot.  No:  that  is  here  in  Brooklyn. 
The  Chairman.  The  Atlantic  Basin? 

Mr.  Pigot.  Yes.    I  was  at  the  Bobbins  yard,  Brooklyn*  Erie  Basin. 
rhey  are  all  port  .of  New  York  yards.    I  was  never  on  any  business 
-or  the  Shippmg  Board  outside  of  the  port  of  New  York. 
The  Chairman.  Well,  what  other  yards? 
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Mr.  PiGOT.  I  guess  that  covers  it.  Yes,  the  Eamberg  Docks,  anc 
then  there  were  some  shops  that  you  had  to  look  after ;  they  did  not 
have  yards,  but  they  had  shops,  and  they  had  little  jobs  around  on 
vessels  throughout  the  port. 

The  Chairman.  Did  you  have  anything  to  do  with  the  requisi- 
tions that  are  issued  for  the  repair  work? 

Mr.  PiooT.  Yes,  sir. 

The  Chairman.  What  have  you  to  say  with  reference  to  the  issu- 
ance of  the  requisitions,  as  to  the  time  of  beginning  or  going  along 
with  the  work  f 

Mr.  PiGOT.  Well,  sometimes  we  would  get  them  and  sometimes  we 
could  not  get  them,  while  work  was  going  on  or  after. 

The  Chairman.  What  seemed  to  be  your  usual  experience,  that  you 
did  get  the  requisitions  before  the  work  began,  or  before  it  was  com- 
pleted, or  that  you  did  not  get  them  until  afterwards? 

Mr.  PiGOT.  I  would  say,  to  make  a  general  average,  after  the  work 
was  half  done ;  that  would  be  the  average.  Sometimes  we  would  get 
a  requisition  at  the  start,  for  a  small  thing,  sometimes  we  got  it  after 
the  thing  had  started,  sometimes  they  would  come  along  about  the 
middle  of  the  job,  and  sometimes  it  would  come  along  after  the  job 
was  over. 

The  Chairman.  Just  what  were  your  duties  now  ?  Suppose  a  ship 
comes  into  a  yard  where  you  are  employed  as  checker,  just  what  do 
you  have  to  do  ? 

Mr.  PiGOT.  Well,  we  are  first  assigned  to  the  ship. 

The  Chairman.  By  whom? 

Mr.  PiGOT.  By  your  next  superior. 

The  Chairman.  Who  would  that  be? 

Mr.  PiGOT.  He  was  in  the  last  case  Mr.  McMahon,  at  the  Crane 
yard. 

The  Chairman.  What  is  his  title  ? 

Mr.  PiGOT.  Chief  timekeeper,  isn't  it  [addressing  Mr.  Lafferty]  ? 

The  Chairman.  You  were  assigned  by  the  chief  timekeeper  to  the 
ship  ? 

Mr.  PiooT.  Of  that  local  office;  not  from  the  New  York  office. 

The  Chairman.  Yes.  Then  what  do  you  do?  You  go  aboard  the 
ship  and  what  do  you  do  ? 

Mr.  PiGOT.  Go  aboard  the  ship,  look  her  over,  find  out  what  every- 
body aboard  is  in  the  way  of  a  workman,  find  out  who  he  belongs  to, 
what  job  he  is  on,  and  so  on,  and  lay  for  them  at  the  gangway  ^^^ 
catch  them  there.  If  they  go  aboard  before  you  are  assigned  you 
have  got  to  go  through  the  sliip  from  stem  to  stern,  and  from  keej 
to  masthead  to  get  them,  if  it  is  a  big  job ;  of  course,  if  it  is  a  small 
job  you  can  pick  them  up  in  a  few  minutes. 

The  Chairman.  How  did  you  get  that  information,  by  asking  the 
men  themselves?  , 

Mr.  Ptgot.  Yes.  Well,  it  is  done  differently,  according  to  what  the 
job  is. 

The  Chaiijman.  Well,  how  did  you  do  it? 

Mr.  Ptcot.  If  it  was  a  job  and  1  got  there  ahead  of  anybody  ?oing 
aboard  the  ship,  I  got  them  coming  up  on  the  gangway. 

The  Chairman.  Got  who? 
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Kr.  PiGOT.  The  men;  found  out  what  their  work  was,  whether 

y  were  machinists  or  what  they  were,  boiler  makers  or  pipe  fitters 

1 60  forth,  and  got  their  number. 

Tie  Chairman.  Did  you  make  a  record  of  it? 

Ir.  PiGOT.  Made  a  record,  right  there.    And  then  I  usually  went 

DUgh  the  ship  after  that  to  see  that  nobody  got  in  ahead  ox  me  or 

>p^  over  the  side,  or  something  like  that,  and  picked  them  up. 

letimes  they  would  do  that,  don't  you  know. 

lie  Chairman.  Are  you  the  gentleman  who  became  involved  in 

iltercation  with  one  of  the  contractors,  or  one  of  the  contractor's 

I? 

[r.  PiGOT.  Altercation?     I  dpn't  know  what  you  mean.    Do  you 

>n  the  matter  that  Mr.  Lafferty  spoke  about? 

he  Chairman.  Yes. 

[r.  PiGOT.  Well,  the  altercation  was  all  on  one  side;  he  did  all 

altercating.    Why,  it  was  a  question  of  the  Lake  Ogden^  a  matter 

ime  on  that,  and  arrangements  had  been  made  prior  to  January 

920,  I  think  one  or  two  days  before,  for  me  to  go  up  into  the 

ne  yard  office  with  my  chief  checker,  and  somebody  representing 

auditor's  office  in  the  matter  of  a  difference  of  my  time  and  the 

ne  yard  people's  time.    It  was  fixed  for  January  2;  Mr.  Laf- 

y  is  in  error  about  the  assault  being  made  in  their  office  on 

)r22. 

hat  was  the  second  time,  it  was  the  time  I  was  thrown  out  of  the 

ne  yard.    It  was  on  July  22  when  I  was  assaulted  in  Crane's 

e.    There  was  a  man  there  named  Doyle;  I  went  up  with  Mr. 

^abb,  and  Mr.  Ferd  Schecht  and  Mr.  McNabb  made  some  re- 

k  and  said,  "Well,  we  are  here,"  or  something  like  that,  "and 

ot  says  that  he  is  right."    Doyle,  Crane's  man,  said,  "  He  was  not 

;he  job ;  well,  he  was  not  on  the  job."    I  pretended  not  to  hear  it 


e  not  there."    "I  was.    Do  you  assert  that?"  He  said,  "I  do." 
id,  "  That  is  a  falsehood,"  and  he  ordered  me  out  of  the  office. 

told  him  I  was  there  to  represent  the  Shipping  Board  at  the 
tation  of  the  Shipping  Board,  to  protect  the  funds  of  the  Gov- 
nent;  and  he  jumped  up  and  grabbed  me  around  the  arms  here 
licating].  and  before  he  hauled  me  I  caught  the  desk,  a  type- 
ber  desk  just  behind  there — and,  well,  they  juggled  me  all  around 
room  for  I  don't  know  how  long,  perhaps  a  minutes  and  a  half, 

I  held  on  to  the  typewriter  desk  long  enough  tp  wear  it  out. 
had  me  all  over  the  floor,  manhandling  me ;  and  he  got  tired  of 
job  and  he  went  back  to  his  desk.  He  still  ordered  me  out,  but 
)ld  him  I  would  not  go  until  Mr.  McNabb  released  me,  my  su- 
ior.  And  McNabb  said,  "  You  can  go,  Mr.  Pigot." 
0 1  told  Doyle  then,  I  said,  "  Now,  I  don't  leave  because  you  wanted 
to  go  out ;  1  leave  because  Mr.  McNabb  has  released  me,  and  I  may 
e  you  arrested."  And  that  is  where  it  ended.  I  had  to  go  to  the 
tor,  and  my  hand  was  in  bad  shape  for  practically  six  weeks,  and 
nany  davs  I  could  not  write  out  the  reports,  and  my  partner  on  the 
)  on  which  we  were  working  had  to  make  out  my  reports  for  me 
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from  memoranda  I  had  made.    I  could  not  write  a  clear,  definite 
report. 

The  Chairman.  That  was  a  case  where  you  went  up  to  the  office 
there? 

Mr.  PiGOT.  Yes,  sir. 

The  Chapman.  And  you  asked  a  man  if  he  asserted  something, 
and  he  said  he  did,  and  you  told  him  it  was  false? 

Mr.  PiGOT.  I  did. 

The  Chairman.  And  he  jumped  for  you? 

Mr.  PiGOT.  He  jumped. 

The  Chairman.  And  that  man's  name  was  Doyle,  was  it  not? 

Mr.  PiGOT.  Doyle ;  yes  sir. 

The  Chairj^ian.  In  your  work  adjusting  diflferences  or  bringing  to 
the  attention  of  the  repair  yard  men  for  their  force  matters  in  dispute, 
would  they  not  usualljr  stick  by  their  position,  the  repair  yard  men  ? 

Mr.  PiGOT.  The  position  they  took? 

The  Chairman,   i  es. 

Mr.  PiGOT.  Oh,  yes,  surely. 

The  Chairman.  Well  now,  you  say  another  time  you  were  put  out  of 
the  office,  in  July  ? 

Mr.  PiGOT.  Out  of  the  yard. 

The  Chairman.  Out  of  the  yard? 

Mr.  PiGOT.  Out  of  the  vard,  yes. 

The  Chairman.  How  lon^  was  that  before  you  left  the  Shipping 
Board's  employ? 

Mr.  PiGOT.  1  was  there  still  in  the  Shipping  Board  employ. 

The  Chairman.  How  long  was  it  before  you  left  the  Shipping 
Board  employ? 

Mr.  PiGOT.  That  was  on  June  29,  and  I  was  released  by  the  Ship- 
ping Board,  according  to  Admiral  Benson,  on  July  1. 

The  Chahiman.  TV^U  now,  did  that  arise  out  oi  some  dispute  as  to 
time  and  material? 

Mr.  PiGOT.  No,  that  arose  because  Mr.  McNabb,  the  local  chief 
timekeeper  at  the  Crane  yard  for  the  Shipping  Board,  told  the  Crane 

feople  that  I  was  no  longer  in  the  employ  of  the  Shipping  Board,  that 
had  been  released. 

The  Chairman.  Oh,  I  see.    Well,  McNabb  was  mistaken,  was  he? 

Mr.  PiGOT.  No,  it  seems  not.  I  could  not  get  the  information  from 
46  Broadway,  so  I  wrote  Admiral  Benson  about  it,  and  he  said  it 
was  all  right,  that  I  was  released;  I  was  dismissed  as  a  matter  of 
economy.    I  have  got  liis  letter  here. 

The  Chairvan.  Well,  you  were  dismissed  the  1st  of  July,  were 
you?  [Mr.  Pigot  produced  a  letter  and  handed  it  to  the  chair- 
man.] 

The  Chairman.  This  is  a  letter  dated  August  24,  in  which  be 
states  that  you  were  released  June  14th,  and  he  attached  a  copy  of 
a  letter. 

Mr.  Pigot.  Yes. 

The  Chairman.  Of  June  14,  advising  you  of  being  released;  but 
you  never  got  it ;  is  that  it  ? 

Mr.  Pigot.  I  never  got  it ;  never  got  it  yet. 

The  Chairman.  And  he  further  states  that  no  charges  were  made 
against  you,  and  your  release  was  brought  about  by  the  necer^ty  of 
a  considerable  reduction  in  the  force. 
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PiGOT.  That  is  what  the  letter  says. 

Chairman.  Now,  do  you  have  a  schedule  to  go  by,  Mr.  PigotV 
you  are  checking  up  labor  and  material  on  these  ships!  >  • . 

"PiooT.  Just  what  do  you  mean  by  a  schedule,  Mr.  Ohairmnti? 

Chairman.  AVell,  when  you  go  aooard  there  and  find  out  wbatr. 
men  are  all  doing,  what  they  are  there  for,  and  what  work  is 

on,  do  you  know  whether  tliey  are  using  the:  material  that  is 
■eel,   or  whether   they  are  using  more  than  is   requil^d,  or 
er  they  are  using  less,  or  whether  they  are  using  a  different 
Do  you  have  some  schedule  ? 

PiGOT.  You  are  asking  a  very  broad  question  there. 
5  Chairman.  Well,  I  want  to  mow. 

PiGOT.  Well,  we  do  and  we  don't  know.  That  is,  I  won't  Bky 
'  I  will  say  I  do  and  did  not;  I  did  and  I  did  not.  If  ybu 
[lo  requisition  you  can  not  work. 

5  Chairman.  When  you  did  know,  what  did  you  have  so  that 
^ere  able  to  know  ? 

.  PiGOT.  You  mean,  any  official  documents  or  anything? 
»    Chairman.  You  said  you  did  know  and  you  didirt  know. 
I  say,  when  you  did  know  what  did  you  have  so  as  to  be  able 
ow? 

.  PiGOT.  Oh,  weU,  the  requisition. 

3  Chair3ian.  The  requisition.    Would  that  set  forth  the  num- 
f  men  that  would  be  required  to  work? 

.  PiGOT.  No. 

?  Chairman.  Well,  how  did  you  know  whether  they  had  too 
men  or  not  enough  ? 
.  PiGOT.  It  was  none  of  my  business. 
?  Chairman.  None  of  your  business? 

.  PiooT.  No;  that  w^as  the  department  of  engineer's  business, 
ad  no  control  over  that  whatever.     If  we  interfered  in  there  we 
i  get  in  hot  water. 
e  Chairman.  Did  the  engineers  have  some  checkers  there,  too? 

.  PiGOT.  No. 

e  Chairman.  Inspectors? 

•.  PiooT.  No ;  only  the  local  time  and  material  office. 

e  Chairman.  Well,  now^,  Mr.  Pigot,  you  have  told  us  what  you 

rhen  you  got  aboard  the  vessel ;  you  got  the  names. 

.  PiGOT.  Numbers. 

e  Chairman.  Or  the  numbers  of  th6se  men. 

'.  Pigot.  Names  or  numbers.     Sometimes  names,  according  to 

)b ;  yes. 

e  Chairman.  And  found  out  whether  they  were  in  the  engineer- 

orce,  or  whether  they  were  caulkers  or  carpenters,  or  whatever 

s. 

.  Pigot.  What  job  they  were  on. 

e  Chairman.  After  you  did  that  and  got  that  information,  what 

i  you  do  in  checking  up  the  job,  after  you  had  got  that  infor- 

tfi? 

•.  Pigot.  I  would  go  as  they  came  aboard  and  take  the  time  of 
man  separately  and  individually,  and  the   whole  thing  col- 
ely,  and  make  my  daily  reports  and  all  that,  and  stick  to  the 
ntil  it  was  done.  _- 
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The  Chairman.  What  would  you  have  to  advise  you  as  to  whetbe 
the  material  that  was  being  furnished  was  thrft  called  for  by  tb 
reauisition? 

Mr.  PiQOT.  It  was  supposed  to  be  called  for  by  the  requisition  ii 
some  cases,  but  not  in  all. 

The  Chairman.  Wh«i  it  was  not  called  for  by  the  requisition 
what  did  you  do? 

Mr.  PiGOT.  Passed  it  along,  let  it  go  through.  We  had  no  author 
ity  whatever  in  that  way. 

The  Chairman.  But  you  would  check  it  up,  would  you  not  ? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  Find  out  how  much  there  was  of  it  ? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  where  it  was  being  used  ? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  As  far  as  the  checking  up  of  the  work  went,  it 
made  no  difference  whether  you  had  the  requisition  or  not,  as  fti 
as  your  beine:  able  to  check  up  what  wa^  being  actually  done  and 
what  material  was  actually  used,  did  it? 

Mr.  PiGOT.  No,  no.  I  would  check  it  up,  anything  coming  al)oard 
on  that  job  I  would  check  it  up,  requisition  or  no  requisition. 

The  Chairman.  That  is  it.    Now,  you  would  make  a  daily  report? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  after  the  work  was  done  you  would  make  b 
summarv,  would  you  ? 

Mr.  rioar.  No. 

The  Chairman.  You  would  not? 

Mr.  PiGOT.  It  is  not  necessary  at  all. 

The  CHAiRiiAN.  That  would  not  be  necessary? 

Mr.  PiGOT.  No,  that  was  superfluous. 

The  Chairman.  Was  there  anything  with  reference  to  the  actua. 
checking  of  the  time  and  material  that  could  have  been  done  better  ** 

Mr.  Ptgot:  Competency ;  that  is  all. 

The  Chairman.  Well,  by  having  more  competent  men? 

Mr.  PiooT.  Aye,  aye. 

The  Chairman.  Did  they  have  enough  men  to  cover  the  jobs,  ac- 
cording to  your  observation? 

Mr.  PiooT.  Sometimes  ves  and  sometimes  no. 

The  Chairman.  Would  they  have  more  men  for  a  large  job  than 
they  would  for  a  small  one? 

Mr.  PiGOT.  Not  necessarily,  unless  it  happened  to  be  a  large  ship, 
say  for  instance — do  you  want  data  on  the  Crane  yard,  or  generally? 

The  Chairman.  Generally;  the  yards  that  you' have  been  in;  you 
have  been  in  several  yards. 

Mr.  PiooT.  Yes.  i  ou  take  the  ships  they  have  got  down  at 
Crane's;  they  did  not  run  much  more  than  5,000,  did  they — tons? 
[Addressing  Mr.  Lafferty.]  But  you  take  the  Morse  yard;  they 
could  dock  a  30,000-ton  sliip.  They  would  have  perhaps  tour  gang- 
ways— two  gangways  forward  and  aft  on  each  end  of  tne  dock-— and 
you  would  have  to  pile  up  your  men  on  each  end :  but  we  did  not 
run  across  much  of  that. 

The  Chairman.  Did  you  run  across  many  excessive  charges  being 
made  in  any  of  these  yards? 

Mr.  PiGOT.  Excessive  charges  ? 
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The  Chaibbcan.  Yes. 
Mr.  PiGOT.  I  certainly  did. 
The  Chairman.  For  what  ? 

Mr.  PiGOT.  For  labor  and  material,  especially  labor. 
The  Chairman.  Now.  what  was  that? 

Mr.  PiGOT.  Do  you  want  a  specific  case,  or  do  you  want  me  to 
cover  it  as  a  blanket  ? 

The  Chairman.  Well,  I  would  like  to  have  you  give  us  a  specific 
ase  of  an  excessive  charge  for  labor  and  material. 

Mr.  PieoT.  I  have  no  special  data  with  me,  but  I  will  tell  you  how 
it  was  done.  They  would  charge  more  men  on  a  job  than  were  on 
the  job  to  a  certain  ship,  if  there  was  one  ship  in  work.  If  there 
were  two  ships  in  work,  we  will  say  one  was  a  contract  job  and  the 
other  was  a  time  and  material  job,  commercial-rate  job.  The  con- 
tract job  meant  that  there  was  a  job  for  so  much;  do  it.  We  did 
aot  cover  that,  excepting  in  a  perfunctory  way,  at  times  when  we 
ftought  it  was  necessary,  to  see  that  something  was  going  on ;  but 
(hat  was  none  of  our  business,  as  a  rule,  the  contract  job. 

The  Chairman.  Wait  just  a  moment  before  you  go  on.  Ijet  me 
isk  vou  about  that.  You  say  that  where  the  ship  was  put  in  the 
yarJ  to  have  repairs  done  for  a  lump  sum,  say  $25,000  for  these 
renairs,  you  did  not  bother  to  check  up  that  work  at  all? 

Mr.  PiGOT.  Only  in  a  perfunctory  way.  There  was  nothing  defi- 
nite about  doing  it.  The  contract  jobs  went  on  without  being  cov- 
ered, many  times.  Sometimes  they  were ;  sometimes  they  were  not. 
But  all  commercial-rate  jobs  were  covered. 

The  Chairman.  I  am  not  asking  about  commercial-rate  jobs,  Mr. 
Pigot. 
Mr.  PiGOT.  All  right. 

The  Chairman.  I  am  asking  about  a  lump-sum  contract  job. 
Mr.  PiooT.  Yes,  sir. 

The  Chairman.  You  say  that  you  would  not  follow  up  the  work 
nnder  a  lump-sum  contract  job? 
Mr.  PiQOT.  Not  closely. 
The  Chairman.  You  say  in  a  perfunctory  way  you  would  follow 

i^    What  would  be  the  idea 

Mr.  PiGOT.  We  would  keep  our  eyes  open  for  extras. 
The  Chairman.  Well,  how  often  would  you  go  aboard  a  ship 
^here  that  work  was  going  on  ? 
Mr.  PiGOT.  We  might  be  assigned  to  it  for  the  whole  time  doin^  it, 
I  •nd  might  only  be  there  a  little  while.     I  might  be  on  another  job, 
I  *nd  once  in  a  while  drift  over  to  it  and  have  a  look  over  it. 

The  Chairman.  But  you  would  not  follow  up  to  see  if  the  proper 
Material  was  being  used  ? 
Mr.  Pigot.  That  was  outside  our  province  entirely. 
The  Chairman.  All  right,  sir.     Now,  were  you  starting  to  say, 
Afr.  Pigot,  that  there  would  be  a  lump-sum  job  and  a  commerciai- 
^te  joD  going  on  at  the  same  time? 
Mr.  Pigot.  I  was. 

The  Chairman.  What  might  happen  there  ? 

Mr.  Pigot.  We  will  say  this  is  a  bulkhead  [indicating],  it  might 
be  a  pier  just  as  well.  There  is  a  contract  job  and  here  is  a  time  and 
material  job,  or  it  might  be  just  different.  Time  and  material  jobs, 
of  course,  we  had  men  to  cover.     The  contract  job,  as  I  told  you, 
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was  covered  only  in  a  perfunctory  way.    We  had  nothing  to  do 
the  time  and  material,  practically,  at  all.    They  would  load  u] 
commercial  job,  the  time  and  material  job,  with  men  that 
working  on  here  [indicating]. 

The  Chairman.  On  the  contract  job  ? 

Mr.  PiGOT.  Yes.  They  would  charge  them  against  this  time 
material  job,  and  have  them  working  over  here  [indicating]. 

The  Chairman.  Well,  would  you  discover  that? 

Mr.  PiGOT.  Oh,  I  did,  yes.  That  is  why  I  got  in  bad  witl 
Crane  yard.  I  got  beaten  up  and  threatened  to  be  murdered, 
things  like  that.  There  was  a  very  pleasant  situation  dow^n  tl 
a  nice  lively  yard,  believe  me. 

Now,  there  might  be  a  private  job  here  [indicating],  and  a 
tract  job  there,  and  a  time  and  material  job  here.    Fellows 
had  working  on  those  two  vessels  would  be  charged  up  on  this 
and  material  job,  if  you  didn't  look  out,  and  you  had  to  throw  i 
out.     There  might  be  another,  there  might  be  a  number  of  ve 
there,  and  they  would  load  aH  of  them  together 

The  Chairman,  Well,  there  might  be:  but  now  I  am  asking 
if  vou  know  of  instances  where  there  was. 

Mr.  PiooT.  Yes ;  and  I  threw  it  out. 

The  Chairman.  Well,  was  it  paid  for  ? 

Mr.  PiGOT.  It  was  not  paid  fpr,  no;  as  far  as  I  know.     Mr. 
fertv  can  tell  you  about  that. 

TKe  Chairman.  When  you  discovered  that  you  would  repo 
to  the  proper,  authorities,  and  you  assumed  that  the  proper  ad 
ment  was  made? 

Mr.  PiGOT.  Yes;  there  was  usually — when  there  w^as  much  di 
ence,  there  was  usually  ouite  a  little  scrap  over  it. 

The  Chairman.  Would  vou  be  called  in  bv  anvbodv  to  verifv 

..  •       »        »  .  . 

reports? 

Mr.  PiGOT.  Yes. 

The  Chairman.  Who  would  do  that  ? 

Mr.  PiGOT.  Usually  my  chief  timekeeper,  sometimes  Mr.  Lafl 
would  enter  into  it,  etc,  I  remember  one  instance  they  were  tr 
to  put  something  over,  and  I  had  got  sick  of  the  whole  confoui 
scheme  down  there,  and  I  came  into  the  office  and  Lafferty  was  tl 
and  McNabb  was  there.     Do  you  remember  that  day,  Laffertv? 

The  Chairman.  Xever  mind  any  conversation  with  Mr.  Laff< 
You  are  testifying  under  oath  here. 

Mr.  PiflOT.  I  am.  I  said  to  Mr.  Lafferty  and  to  the  rest  of  tl 
I  said,  "  Now,  it  is  about  time  the  Crane  yard — this  thing  of 
Crane  yard  running  this  Shipping  Board  office  should  he  stopf 
What<}ver  the  trouble  was  I  forget,  but  we  took  it  up,  and  they 
justed  the  matter  and  got  it  straightened  out. 

The  Chairman.  Do  you  know  of  any  instances  where  the  mi 
was  not  straightened  out,  as  you  reported  things  of  this  sort? 

Mr.  PiGOT.  Where  the  matter  was  not  straightened  out  ? 

Tlie  Chairman.  Yes. 

Mr.  PiGOT.  I  had  nothing  to  do  with  the  auditing  of  the  bills 

The  Chairman.  I  did  not  ask  you  that.  I  asked  you  if  you  fa 
of  any  instance  where  you  reported  things  of  this  sort  and  when 
matter  was  not  straightened  out?    Do  you  know  that? 
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Mr.  PiooT.  No. 

The  Chairman.  You  do  not? 

Mr.  PiGOT.  Not  definitely ;  no. 

The  Chairman.  I  see.  Did  you  come  across  any  instances  of  where 
material  would  be  taken  out  oi  one  Shipping  Board  ship  and  used  in 
makin^repairs  on  another  ship  ? 

Mr.  l^iGOT.  No ;  I  could  not  say  that. 

The  Chairman.  And  charged  for  as  new  material? 

Mr.  PiGOT.  No. 

The  Chairman.  Would  you  have  supervision,  Mr.  Pigot,  of  the 
material  that  did  come  out,  checking  that  ? 

Mr.  Pigot.  Yes,  sir;  we  had  to  keep  a  record  of  everything  that 
left  the  ship,  that  was  Shipping  Board  property,  and  everything  that 
ctme  on  the  ship  that  was  charged  against  the  Shipping  Board. 

The  Chairman.  Did  you  come  across  any  instances  of  any  irregu- 
lirities  in  reference  to  material  coming  off  the  ship  ? 

Mr.  Pigot.  Coming  out  ? 

The  Chairman.  Yes. 

Mr.  Pigot.  They  would  all  try,  all  the  yards  would  try  to  get  it 
without  giving  the  Shipping  Board  credit  for  it  if  they  could. 

The  Chairman.  Well,  do  you  recall  any  instances  where  they  did? 

Mr.  Pkkvt.  Why,  I  would  stop  it;  as  far  as  I  was  concerned  I 
would  stop  it.  I  saw  that  the  Shipping  Board  got  credit,  whatever 
vessel  I  was  on. 

The  Chairman.  Do  you  know  of  any  instances  of  these  yards 
awarding  work  to  subsidiary  corporations  of  their  own? 

Mr.  Pioot.  Yards  giving  contracts,  subcontracts,  to  subsidiaries  of 
their  own  ? 

The  Chairman.  Yes. 

Mr.  PiooT.  Why,  that  question  is  not  quite  clear.  They  may  have 
a  painting  department,  or  they  may  be  interested  in  some  painting 
concern.    Would  you  call  that  a  subsidiary? 

The  Chairman.  Well,  what  I  am  endeavoring  to  ascertain  is,  if 
you  have  any  knowledge  of  where  any  of  these  repair  yards  where 
you  worked,  sublet  a  contract  for  part  of  the  work  to  some  other 
concern  which  was  a  subsidiary  of  the  repair  yard,  either  for  boiler 
scaling  or  for  paintiner,  or  for  doing  pail  of  the  work. 

Mr.  Pigot.  Why,  tney  would  have  some  painting  done  by  some 
other  company,  some  painting  concern  that  was  outside  of  their  own ; 
some  asbestos  work  done  l)y  some  concern  outside  of  their  own,  if  they 
did  not  have  the  equipment,  or  something  in  that  way.  That  is  all 
I  know. 

The  Chairman.  Wlien  that  was  done,  Mr.  Pigot,  would  you  check 
up  the  amount  and  the  material  done  by  this  outside  concern  ? 

Mr.  Pigot.  Oh,  yes. 

The  Chairman.  Just  the  same? 

Mr.  Pigot.  Just  the  same. 

The  Chairman.  As  part  of  the  original  contract? 

Mr.  Pigot.  Yes,  sir. 

The  Chairman.  Or  arrangement  for  repairs? 

Mr.  Pigot.  Yes,  sir;  and  that  it  was  so  and  so  did  the  job;  James 
Brown  &  Co.  did  the  job,  and  whether  it  was  a  Crane  yard  job  or  a 
Jiorse  yard  job. 
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The  Chairman.  I  see.    Were  you  familiar  with  the  provisions 
this  M.  O.  3  agreement  ? 

Mr.  PiGOT.  I  don't  know  it  by  that  name,  that  number.  I  did  not 
follow  those  things.    What  page  is  that,  please  ? 

The  Chairman.  I  do  not  know  what  page  it  is  on.  I  am  asking 
you  if  you  are  familiar  with  this  M.  O.  3  agreement,  under  whicE 
these  ships  were  operated? 

Mr.  PiGOT.  If  you  ask  me  some  questions  about  it,  perhaps  I  can 
remember  it. 

The  Chairman.  Well,  do  you  know  the  agreement  under  which 
the  repairs  were  to  be  supervised  by  the  bureau  of  survey? 

Mr.  PiGOT.  Do  you  mean  that  one  entered  into  about  six  months 
ago? 

The  Chairman.  I  do  not  know  -when  it  was  entered  into,  and 
I  do  not  care.  I  am  asking  you  if  you  know  of  any  agreement 
entered  into  with  the  bureau  oi  survey  whereby  they  were  to  super- 
vise the  repairs? 

Mr.  PiGOT.  Why,  I  saw,  some  official  paper  some  time  last  spriag 
advising  the  different  yards,  or  somebody,  about  an  outside  concern 
going  to  be  employed  to  take  over  the  survey,  etc.,  and  all  that,  ol 
vessels. 

The  Chairaian.  Was  that  sent  to  you  officially  in  the  usual  course  ? 

Mr.  PiGOT.  No.  I  saw  it.  I  have  a  habit  of  picking  things  up  aa.^ 
reading  them. 

The  Chairman.  You  were  not  notified? 

Mr.  PiGOT.  I  was  not  notified;  I  saw  it  in  somebody's  office. 

The  Chairman.  I  see.  With  reference  to  your  employment  at  tl3-© 
Crane  yard,  I  understood  you  to  say  that  you  had  oeen  threatens ^ 
down  there. 

Mr.  PiGOT.    Oh,  my ;  that  was  a  daily  occurrence. 

The  Chairman.  By  whom  ? 

Mr.  PiGOT.  Well,  the  workmen  would  threaten  me. 

The  Chairman.  For  what? 

Mr.  PiooT.  For  keeping  time  right;  and  the  Crane  timekeep^^ 
would  threaten  me  because  I  would  not  keep  the  time  they  wanteci  > 
the  way  they  wanted  me  to  keep  it. 

The  Chairman.  Well,  now,  did  you  have  somebody  working  the^^ 
with  you  ? 

Mr.  PiGOT.  Yes. 

The  Chairman.  Did  you  ever  hear  of  that  man  being  theratenecl  * 

Mr.  PiGOT.  No.    He  was  a  big  fellow. 

The  Chairman.  Well,  who  was  he  ? 

Mr.  PiGOT.  Mr.  Stallard  was  one ;  he  worked  with  me  there. 

The  Chairman.  How  do  you  spell  it;  if  you  know? 

Mr.  PiGOT.  S-t-a-1-l-a-r-d. 

The  Chairman.  What  was  he,  Mr.  Pigot? 

Mr.  PiGOT.  He  was  another  time  and  material  checker. 

The  Chairman.  He  was  the  same  sort  of  an  employee? 

Mr.  Pigot.  Yes ;  the  same  as  myself ;  yes. 

The  Chairman.  You  say  you  never  heard  any  tlireats  made 
against  him  ? 

Mr.  PiGOT.  No ;  I  guess  they  thought  they  went  too  far  with  him. 

The  Chairman.  Never  mind  the  reason.  I  am  asking  you  if  yoo 
heard  any  threats  being  made  against  Mr.  Stallard? 
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Mr.  PiGOT.  None. 

The  Chairman.  Did  you  ever  work  with  anybody  else  in  any  way? 
Mr.  PiGOT.  I  do  not  recall  who  else  might  have  been  around  when 
I  threats  were  made  against  me. 

The  Chairman.  No,  did  you  ever  hear  anybody  else  who  worked 
iwith  you  being  threatened,  or  were  the  threats  usually  directed 
tgainstyou? 

Mr.  PiGOT.  Why,  those  things  w^ere  so  common  you  forgot  them. 
It  is  like  eating  your  three  meals  a  day  and  forgetting  about  them. 

The  Chairman.  Well  now,  did  this  happen  in  other  yards  besides 
the  Crane  yard  ? 
Mr.  PiGOT.  Yes. 

The  Chairman.  Threats  were  made  in  other  yards? 
Mr.  Pigot.  Yes;  oh,  my,  ves.    I  had  an  experience  at  the  Atlantic 
Baanlron  Works,  over  at  Clifton,  Staten  Island,  on  the  West  Alsack. 
I  had  been  sent  up  from  the  Morse  yard  to  install  and  instruct  the 
ittw  system,  as  it  was  then  known.     I  seem  to  have  been  one  of  the 
fittt  to  have  taken  it  up  in  the  Morse  yard  and  mastered  it  in  such  a 
^that  Mr.  McLauglilin  in  New  York  paid  me  a  high  compliment. 
Thft  Chairman.  TV^ll,  what  were  you  sent  up  there  to  do? 
Mr.  PiGOT.  To  install  this  system. 
The  Chairman.  What  system? 

Mr.  PiGOT.  I  went  up  there,  and  the  vessel 

The  Chairman.  What  was  the  system,  Mr.  Pigot  ? 
Mr.  PiooT.  The  new  system,  the  present  system  of  checking  the 
oSf »  time,  and  material, 
^e  Chairman.  Oh,  yes. 

^r,  PiGOT.  Which  is  very  fine,  if  pi-oj^erly  done. 
^he  Chairman.  What  system  did  they  have  before? 
Mr,  PiGOT.  Oh,  my,  none. 
Jjhe  Chairiman.  They  did  not  have  any? 
M^r.  PiGOT.  No. 

^He  Chairman.  Well,  what  happened  when  you  got  up  there? 
Atr.  PiGOT.  Well,  finally  I  found  the  man  who  wjis  chief  checker 
V  ^'  who  ought  to  have  been  there  at  half  past  7  and  did  not  get 
there  until — I  don't  know^  what  time  in  the  morning,  but  I  got  over 
^  the  West  Alsack  at  Clifton  at  12  o'clock,  got  aboard  the  ship, 
^?d  there  were  men  scattered  all  over.  One  o'clock  came  and  there 
^dn't  seem  to  be  anybody  going  to  work.  A  few  fellows  were  up 
'i^der  the  forecastle  end  asleep,  some  other  fellows  were  playing 
^^8LT)s,  and  othei-s  sitting  around  talking,  etc. 
The  Chairman.  When  was  this? 

Mr.  PiGOT.  I  have  not  got  that  data  with  me.    Last  spring. 
The  Chairman.  Last  spring? 

Mr.  PiGOT.  It  was  last  spring;  no,  the  spring  of  1919,  not  1920. 
I  said,  "  Boys,  it  is  1  o'clock."  "  We  know  it"  "What  is  the  matter 
with  being  on  the  job?"  "  Oh,  hell,  there  is  lots  of  time."  " I  said, 
**  Yes,  but  the  Shipping  Board  don't  like  that."  I  said,  "  The  Ship- 
ping  Board  is  only  paying  for  the  time  you  work,  you  know.  I  am 
going  to  take  your  time." 

I  k)ok  some  time,  and  we  had  a  nice  time,  I'll  tell  you,  for  about  a 
preek — ^the  West  Alsack  and  the  Atlantic  Basin  Iron  Works  and  my- 
jelf .  It  seemed  that  the  men  were  under  the  impression  that  they 
»ould  come  on  the  job  when  they  pleased  in  the  morning,  take  as 
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much  time  as  they  wanted  at  noon  for  lunch,  and  get  back  on 
job  and  leave  when  they  liked  it. 

The  Chairman.  Did  they  tell  you  that,  some  of  them  1 

Mr.  PiGOT.  That  is  the  way  they  acted,  and  that  is  the  way  tl 
worked.  That  is  the  way  they  came  aboard.  I  was  keeping  tii 
and  they  were  coming  aboard  the  vessel  at  all  hours  in  the  momi 
from  8  o'clock  on,  and  expected  full  time  from  half  past  7.  Tl 
were  knocking  off  before  12  o'clock,  and  I  forget  about  whether  tl 
took  a  half  hour  or  an  hour  for  lunch,  but  anyhow  they  were  kno 
ing  oflf  a  quarter  of  an  hour  ahead  of  time,  and  perhaps  coming  b 
anywhere  from  a  quarter  of  an  hour  to  half  an  hour  after. 

That  went  along  until  I  put  my  foot  down,  and  I  was  threate 
several  times  with  being  thrown  overboard  and  having  my  f 
beaten  in,  and  being  beaten  up,  and  all  that  sort  of  thing. 

The  Chairman.  This  was  some  of  the  men  that  you  were  wat 
ing  over  ? 

Mr.  PiGOT.  Yes.  I  took  the  matter  up  witli  Mr.  Figary — I  d( 
know  how  to  spell  it,  just  Figary — the  chief  timekeeper  for 
United  States  shipping  Board  at  the  Atlantic  Basin  Iron  Wo 
office.  He  promised  to  back  me  up,  but  I  found  that  his  encf  o 
was  not  being  taken  care  of.  Men  were  claiming  to  go  over  to 
shop,  and  coming  back  and  saying  that  they  could  not  find  any  tii 
keepers  over  there. 

Well,  on  investigation  afterwards  I  found  out  that  things  w 
not  being  handled  right  on  that  end  of  the  line,  and  the  carelessr 
there  in  the  conduct  of  the  Figary  office  was  such  that  it  promp 
the  Atlantic  Basin  Iron  Works'  men  to  do  as  they  liked.  I  wa 
novelty  to  them,  and  thev  could  not  understand  it.  The  new  sysl 
was  resisted,  etc.,  and  all  that;  but  I  put  the  new  system  into  loi 
which  brought  the  Atlantic  Basin  Iron  Works  into  disfavor  y^ 
the  New  York  office,  and  of  course,  myself  into  disfavor  with  eve 
bodv  in  general. 

The  Chairman.  Well,  that  was  what  thev  threatened  to  do  to  \ 
throw  vou  overl>oard? 

Mr.  PiGOT.  Oh,  threatened,  yes:  and  a  couple  of  them  stood  tli 
one  day  and  did  all  they  could  to  prompt  me  into 

The  Chairman.  Did  you  bring  those  to  the  attention  of  the  < 
cials  of  the  Atlantic  Basin  people? 

Mr.  PiGOT.  Yes,  sir:  they  eventually  got  there. 

The  Chairman.  Eventually? 

Mr.  PiGoT.  Eventually  got  before  the 

The  Chairman.  Well,  do  you  mean  to  say  that  if  one  of  their  i 
threatened  to  throw  you  overboard  because  you  were  checking 
the  time,  that  vou  did  not  ffo  inunediatelv  to  the  Atlantic  Basin 
cials  and  tell  them  about  it  ? 

Mr.  PiooT.  My  dear  sir,  I  would  have  been  called  up  on  the  C4ii 
over  at  11  Broadway,  and  I  would  have  ])een 

The  Chairman.  Never  mind.    I  am  asking  you,  did  you  ? 

Mr.  PiooT.  I  would  not  be  allowed  to.  It  would  have  been 
official  for  me  to  do  so.  I  would  have  to  tell  so  and  so  to  tell  so 
so  to  tell  them. 

The  Chairman.  Is  that  so  ?  Then  that  part  of  the  system  was 
working  very  well,  was  it? 

Mr.  riGOT.  Not  very  well;  not  for  immediate  action;  no. 
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The  Chairman.  Do  yon  have  anything  to  do  with  that  part  of 
the  system  ? 

Mr.  PiGOT.  Me? 

The  Chairman.  Yes. 

Mr.  PiGOT.  The  jump-jump? 

ihe  Chairman.  Yes. 

Mr.  PiGOT.  If  I  wanted  to  get  anything  to  anybody  else — perhaps 
he  was  four  or  five  places  up — I  would  have  to  tell  every  other  fel- 
low along  the  line  to  [i^et  to  them. 

The  Chairman.  Therefore,  if  you  were  thi*eatened  at  a  yard,  the 
system  that  w^as  in  effect  there  was  such  that  you  could  not  report 
that  threat  being  made  V)y  a  workman  to  the  officials  or  the  owners 
of  the  vard? 

Mr.  Vkjot.  No:  I  would  have  to  tell  somebody  else  ahead  of  me; 
some  superior. 

The  Chairman.  Who  would  you  have  to  tell? 

Mr.  PiGOT.  I  would  tell  the  chief  checker. 

The  Chairman.  Well,  did  they  throw  you  overboard? 

Mr.  PiGOT.  No ;  not  yet. 

The  Chairman.  Did  they  ever  try  to  throw  you  overboard? 

Mr.  PiGOT.  Oh,  well,  that  thing  got  to  be  so  common 

The  Chairman.  No,  I  am  not  asking  what  got  to  be  so  common, 
Mr.  Pigot.    I  asked  you  the  simple  question,  did  they  ever  try? 

Mr.  PiGOT.  The  nearest  they  ever  got  to  it  was  to  breast  up 
against  me. 

The  Chairman.  Oh,  just  brush  by  you? 

Mr.  Pigot.  Try  to  rush  me. 

The  Chairman.  Trv  to  rush  vou  ? 

Mr.  Pigot.  Yes. 

The  Chairman.  The  workmen  did  that  ? 

Mr.  Pigot.  The  workmen  did  that ;  yes. 

The  Chairman.  When  would  they  do  that,  during  the  working 
hours  or 

Mr.  Pigot.  Oh,  these  were  individual  instances. 

The  Chairman.  I  see.  Do  you  know  of  your  own  knowledge  any 
JJfistances  of  any  Shipping  Board  officials  being  offered  bribes  by  any- 
body in  these  repair  yards  ? 

Mr.  Pigot.  No. 

The  Chairman.  You  do  not  know  anything  about  that? 

Mr.  Pigot.  No. 

The  Chairman.  AVhat  are  you  doing  now,  Mr.  Pigot? 

Mr.  Pigot.  Right  here ;  nothing  to  do.  ». 

The  Chairman.  T  mean,  what  have  you  been  doing  since  you  left 
the  Shipping  Board  ? 

Mr.  Pigot.  Oh,  well,  I  have  looked  up  some  business  for  the  future, 
for  next  spring,  that  T  may  get  into.  I  helped  out  in  the  holiday 
rush  on  art  in  some  (!oncern  that  sells  art;  doing  little  things  that 
don't  amount  to  anything.  T  went  farming  for  awhile,  on  my  place 
on  Ix>ng  Island. 

The  (^hairman.  When  you  were  on  these  ships  with  Mr.  Stallard, 
would  you  be  superior  to  him  or  was  he  superior  to  you? 

Mr.  FiGOT.  No :  we  were  equal. 

The  Chairman.  You  were  equal.  And  would  there  be  inspectors 
there  from  the  operators  of  the  ship,  looking  at  this  work,  too? 
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Mr.  PiooT.  Occasionally  they  would  come  on.    They  would  not 
there  permanently. 

The  Chairman.  Would  there  be  inspectors  there  from  the  buresfc^u 
of  survey  ? 

Mr.  PiooT.  Sometimes  there  were  and  sometimes  not;  not  perm^fc- 
nently,  occasionally. 

The  Chairman.  Would  there  be  any  inspjectors  there  from  tfc»»© 
division  of  construction  and  repair  of  the  Snipping  Board? 

Mr.  PiGOT.  They  might  come  on  and  might  not. 

The  Chairman.  Well,  occasionally  you  would  see  some  othe; 
there  ? 

Mr.  PiGOT.  Oh,  yes;  occasionally  see  somebody. 

The  Chairman.  Was  it  any  part  of  your  duty  to  report  to  anj 
body  else,  except  your  chief  timekeeper  or  to  Mr.  Lafferty  i 

Mr.  PiGOT.  You  would  get  in  bad  if  you  did,  for  you  always  n 
ported  to  your  next  superior  oflScer. 

The  Chairman.  I  did  not  ask  you  anything  about  getting  in  bad 
I  simply  asked  you  if  it  was  any  part  of  your  duty  to  report  U 
anybody  else  other  than  your  chief  timekeeper  and  Mr.  Ij4iiferty< 

Mr.  PiGOT.  No.  sir. 

The  Chairman.  It  was  not  necessary.  C'an  you  give  us  any  esti- 
mate, Mr.  Pigot,  as  to  how  many  diflFerent  ships  you  officiated  oi 
as  checker  ? 

Mr.  Pigot.  In  the  whole  time  I  was  identified  with  the  Shippin^jT' 
Board? 

The  Chairman.  Yes,  sir. 

Mr.  Pigot.  I  might  guess  too  high  and  I  might  guess  too  low,  so 
I  had  better  not  say. 

The  Chairman.  It  would  be  a  guess,  would  it? 

Mr.  Pigot.  Yes. 

The  Chairman.  Were  you  there  when  they  indulged  in  the  prac- 
tice of  submitting  every  month  a  list  of  rates? 

Mr.  Pigot.  That  would  be  the  auditing ;  I  would  have  nothing  to  do 
with  that. 

The  Chairman.  Well,  did  you  see  the  list;  would  you  see  the  list? 

Mr.  Pigot.  No. 

The  Chairman.  How  could  you  tell  whether  a  charge  for  a  certain 
class  of  work  was  excessive  or  not,  if  you  did  not  know  the  rate 
that  had  been  submitted  for  that  work? 

Mr.  Pigot.  I  could  not  tell. 

The  Chairman.  You  could  not  tell.  Now,  do  you  know  of  any  un- 
due delays  in  repairing  ships — where  they  had  been  tied  up  for  a 
length  o^  time  longer  than  sufficient  to  thoroughly  make  the  repairs? 

Mr.  Pigot.  Why,  I  can  say  in  a  general  way  there  was  a  lot  of 
that,  but  there  was  always  a  plausible  excuse  or  reason  found  for  it. 
It  was  covered  in  some  way  or  another. 

The  Chairman.  So  there  was  really  a  good  reason  for  it,  and  the 
Shipping  Board  did  not  suffer  unduly? 

Mr.  Pigot.  Some  people  would  think  it  was  a  good  reason  and 
some  would  not. 

The  Chairman.  Well,  did  you  know  the  reason? 

Mr.  PiooT.  Sometimes,  and  sometimes  I  did  not. 

The  Chairman.  Well,  was  it  any  part  of  your  duty  to  know  the 
reason  ? 
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*^  'I      Bir.  Pmkjt.  No,  -sir,  it  was  not.    It  whs  outside  my  province. 

The  Chaikman.  AVell  now.  Mr.  Pijrot,  after  the  repairs  on  a  ship 
^ere  completed  and  you  finished  your  checking  work,  and  the  ship 
'wnained  at  the  same"  l:)erth  or  at  the  same  dock  or  at  the  same  place, 
^d  Vou  have  any  fuither  supervision  over  it? 
Mfr.  PiGOT.  Iftheiob  was  complete  we  left  it. 
The  Chairman.  Did  you  have  any  further  supervision  over  it? 
Mr.  PiGorr.  No,  sir. 

The  Chairman.  It  was  not  any  part  of  your  duty  to  report  when 
^e  ship  actually  left  the  yard  ? 

Jfr.  FiGOT.  TTiere  was  a  man  to  take  care  of  that,  that  was  his 
bnsiness. 
T^he  Chairman.  You,  T  say:  it  was  not  anv  part  of  your  duty? 
Ml*,  PiGOT.  No,  sir. 

THe  Chairman.  Now,  do  you  recall  any  instance  where  repairs 
were  made,  checked  bv  you  as  complete,  and  then  immediately  other 
ren^J^XTs  being  made  which — 
J^r^.  PiGOT.  Oh,  yes. 

'^\x'^  Chairman.  Wait  until  I  ask  the  question,  please. 
IVIt'.  Pigot.  I  know  what  it  is:  yes. 

Tlxe  Chairman  (ccmtinuing).  Which  involved  doing  over  again 
rePa.irs  already  made  ? 
M!r.  PiGOT.  Yes. 

The  Chairman.  You  remember  instances  of  that? 
M^r.  PiGOT.  Yes. 

The  Chairman,  (^an  yon  give  us,  frcmi  your  memory,  any  specific 
case,  or  the  name  of  any  specific  ship  ? 

Mr.  Pigot.  Well,  it  was  a  kind  of  eomnum  thing,  it  was  so  general. 

1  ^11  give  you  an  instance  of  the  Lnl^e  Eagle.  I  think  was-  the  name. 

She  laid  at  the  Ramberg  Dock.    If  my  memory  sei-ves  me  right,  there 

were  no  repairs  for  five  weeks.    I  was  loaned  to  a  man  named  Curry, 

chief  checker,  from  the  Crane  yard,  to  cover  the  Ramberg  shop,  and 

while  covering  the  job  I  got  word  from  Mr.  Curry  to  keep  my  eve  on 

the  Lake  Eagle  for  extras.    That  had  been  a  contract  job.    Arter  a 

couple  or  a  few  days,  my  attention  was  called, — I  let  everybody 

aboard  the  vessel  know  that  I  was  coming  aboard  to  look  after  extras 

only — my  attention  was  called  to  the  condition  of  the  electric  plant. 

I  iirimediately  got  in  touch  witli  this,  that,  and  somebody  else,  whd 

finally  got  somebody  waked  up  on  the  job,  and  they  came  down  and 

pulled  it  out.    They  took  it  up  to  the  shop  and  reinstalled  it,  and  it 

was  supposed  to  be  all  right.    I  knew  all  the  officers  and  crew  of  the 

ship.    1  found  out  afterwards  that  when  she  went  to  sea  the  ship 

practically  fell  apart ;  the  dynamo  gave  out,  the  engine  gave  out,  the 

boilers  gave  out— — 

The  Chairman.  AVhere  did  you  get  all  this  information,  officially? 
Mr.  PiGOT.  In  a  semi  way  officially,  yes. 
The  Chairman.  Well,  who  from? 

Mr.  PiGOT.  Why,  I  think  it  was  the  second  mate  of  the  Lake 
Eaqle;  I  met  him  somewhere  down  around  the  port  here. 
The  Chairman.  When  did  this  happen? 
Mr.  Piooi\  I  have  not  the  data  with  me. 
The  Chairman.  Well,  about  when? 
Mr.  PiooT.  I  think  that  was  some  time  in  1919. 
The  Chairman.  What  time  of  the  year? 
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Mr.  PiGOT.  Either  late  spring  or  early  summer,  something  like 
that.  I  know  anyhow  that  I  told  the  auditors  on  that  job  that  I 
would  not-  pay  the  Rambergs  a  cent. 

The  Chairman.  Well,  did  she  come  back  to  some  yard  where  you 
were  stationed  for  further  repairs? 

Mr.  PiGOT.  Why,  the  second  mate  told  me,  I  met  him  and  said* 
"  What  are  you  doinff — " 

The  Chairman.  No,  I  mean  did  you  go  aboard  the  Lake  Eagle 
subsequently,  when  she  was  being  repaired? 

Mr.  PiGOT.  No,  not  afterwards,  no. 
.  The  Chairman.  All  you  know  officially  is  what  somebody  told  you? 

Mr.  PiGOT.  The  second  mate  reported  to  me. 

The  Chvirman.  That  is  all  you  know  about  it  anyhow,  is  it  not? 

Mr.  PiGOT.  Except  the  dynamo,  that  I  know  about. 

The  Chairman.  Well  now,  did  you  have  a  requisition  for  the  re- 
pairs to  that  dynamo  ? 

Mr.  I^iGOT.  It  was  part  of  the  contract  job. 

The  Chairman.  Oh,  I  see. 

Mr.  PiGOT.  And  I  insisted  that  it  l>e  done  right,  the  contract  had 
not  been  fulfilled.    Thev  sent  in  a  bill  for  it,  and  I  threw  it  out. 

The  Chairman.  You  were  aboard  her,  watching  for  extra  work? 

Mr.  PiGOT.  Extra  work. 

The  Chairman.  And  you  discovered  the  condition  of  the  dynamo? 

Mr.  PiGOT.  Did  I  ?     No,  not  I.    I  was  told  about  it. 

The  Chairman.  Who  told  you  about  it? 

Mr.  PiGOT.  The  chief  engineer,  or  somebody ;  some  of  the  officers. 

The  Chairman.  Of  the  ship? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  And  then  you  got  in  touch  with  somebody,  and 
the  dynamo  was  repaired? 

Mr.  I^iGOT.  Yes,  sir. 

The  Chairman.  And  later  you  heard  that  she  had  trouble  at  sea? 

Mr.  PiGOT.  Yes,  sir. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  How  old  a  man  are  you? 

Mr.  PiGOT.  Fifty-eight. 

Mr.  Foster.  How  long  were  you  with  the  Shipping  Board? 

Mr.  PiGOT.  Since  last  January.  Directly  with  the  Shipping 
Board? 

Mr.  Foster.  Directly  or  indirectly,  how  long  have  you  been  asso- 
ciated with  the  Shipping  Board? 

Mr.  PiooT.  January,  1919,  to  July  1,  1920. 

Mr.  Foster.  About  a  year  and  a  half? 

Mr.  PiGOT.  Yes,  sir. 

Mr.  Foster.  What  other  experience  have  you  had  in  the  shipping 
business  ? 

Mr.  PiGOT.  Well,  I  was  with  the  Foundation  people  for  six  months, 
while  they  were  building  ships  over  there  at  Kearney. 

Mr.  Foster.  That  is  two  years.    What  else — what  other  kind? 

Mr.  PiGOT.  I  have  visited  all  the  shipbuilding  yards  that  I  oould^— 
Newport  Xews,  and  around  the  port  of  New  lork,  and  so  forth. 

Mr.  Foster.  In  what  capacity  have  you  visited  them? 

Mr.  PiGcrr.  Sir?  • 
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.   FoKTEK.  You  liave  told  us  of  two  years  you  were  associate 

the  shipbuilding  proposition.     Is  that  all  of  your  life  you  hav 

associated  with  the  shiy)buil(linp  business? 

.   PiGOT.  The  shipbuildin«r  V>u.siness? 

.   Foster.  Yes. 

.  PiGOT.  Why,  I  have  seen  a  lot  of  it  done,  without  being  ictent: 

^ith  it. 

.  Foster.  I  did  not  ask  you  how  much  of  it  you  had  seen.     Ho^ 

have  you  been  associated  in  the  business? 

.   PiooT.  I  have  told  you. 

.  Foster.  Is  that  all  of  it,  two  years  ? 

.  PiGOT.  That  is  all ;  yes. 

.  Foster.  That  is  all  I  asked  vou,  then.     Couldn't  vou  answc 

fvas  all? 

.  Pigot.  That  is  all. 

.  Foster.  What  is  your  rep:ular  business  ? 

.  PiooT.  I  tell  you,  art  business. 

.  Foster.  What  art  ? 

.  Pigot.  Works  of  art. 

.  Foster.  What  kind  of  art  ? 

.  Pigot.  Paintings  principally. 

.    Foster.  That  is  what  1  was  trying  to  get  at.    Are  you 

er? 

.  Pigot.  No. 

.   Foster.  What  is  the  nature  of  your  association  with  it? 

•.  Pigot.  How  is  that? 

•,  Foster.  What  do  you  do  with  it?     What  is  your  associatio 

the  art  of  painting? 

•.  Pigot.  Oh,  buy  and  sell  and  collect — a  dealer. 

\  Foster.  You  sell  pictures? 

•.  Pigot.  Yes,  sir. 

r.  Foster.  How  long  have  you  been  at  that? 

r.  Pigot.  Oh,  about  20  years,  I  should  say. 

p.  Foster.  That  is  your  real  business? 

r.  Pigot.  That  is  what  I  call  my  real  business.     I  do  other  thinj 

r,   Foster.  You  have  been  in  the  shipping  business  about  t^ 

s,  all  told? 

r.  Pigot.  Yes. 

r.  Foster.  From  your  observation  during  those  two  years,  if  tl 

onsibility  wei-e  on  vou  to  suggest  what  changes  ought  to  1 

e  for  the  good  of  the  Government,  to  protect  the  Govermnei 

rests  in  that  shipping  business,  what  would  you  say?     Wh; 

iges  should  be  made  now,  as  you  observed  them;  or  are  y< 

petent  to  answer  that  ? 

r.  PiGGOT.  Yes. 

T.  Foster.  Well,  let  us  hear  it,  then. 

[r.  Pigot.  Employ  competent  men. 

[r.  Foster.  Were  they  competent  when  you  worked  for  themi 

[r.  Pigot.  How? 

[r.  Foster.  Were  they  competent  when  you  were  workii^g 

Q? 

[r.  Pigot.  Some  were  and  some  w^ere  not. 
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Mr.  Foster.  Well,  let  us  get  down  to  that.  Employ  competent 
men;  that  is  good  in  any  business,  is  it  not?  Wherein  was  tne  in- 
competency in  the  organization  as  you  saw  it? 

Mr.  PiGOT.  All  through  it. 

Mr.  Foster.  Including  you  ? 

Mr.  PiGOT.  How  ? 

Mr.  Foster.  Including  you  ?    "All  through  it "  does  not  give  it. 

Mr.  PiGOT.  I  think  my  record  is  all  right. 

Mr.  Foster.  Then  it  was  not  all  through,  was  it?  Can  you  not 
put  your  finger  on  something  to  show  us  where  the  incompetency 
was,  instead  of  saying  "  All  through  it "  ? 

Mr.  PiGOT.  I  might  be  sued  for  libel ;  I  might  have  to  prove  it 

Mr.  Foster.  Is  that  the  reason  you  assign  .for  not  wanting  to 
answer  that  question  ? 

Mr.  PiooT.  I  think  I  had  better  put  it  that  way ;  yes. 

Mr.  Foster.  Well,  I  am  not  asking  you  what  you  think  you  had 
better  do.     Is  that  tne  way  you  put  it? 

Mr.  PiGOT.  Yes;  all  riffht. 

Mr.  Foster.  That  is  all,  then. 

The  Chairman.  Mr.  Steele. 

Mr.  Steele.  If  you  were  in  no  danger  of  any  suit  for  slander,  you 
are  not  printing  this  yourself,  but  as  a  witness  in  court,  would  you 
still  decline  to  answer  that  question  as  to  where  the  incom[>etency 
exists  ? 

Mr.  PiGOT.  I  might  talk  to  you  privately  outside. 

Mr.  Steele.  No;  we  want  it  publicly.  The  public  is  entitled  to 
know  it. 

Mr.  PiGOT.  I  would  take  the  same  protection. 

Mr.  Steele.  You  make  a  general  charge  now  against  the  entire 
corps  of  the  Shipping  Board  here,  engaged  in  a  public  work.  Now, 
mating  a  general  charge  of  that  kind  ought  to  be  substantiated  by 
facts,  not  your  own  conclusions.  Let  us  know  where  it  is  and  what 
it  consists  of.  Now,  does  incompetency  exist  in  the  Shipping  Board 
itself?     Do  you  know  anything  of  that? 

Mr.  PiGOT.  Well,  we  had  sometimes  time  and  material  checkers 
that  were  not  what  I  would  call  competent. 

Mr.  Steele.  Well,  do  you  confine  it  to  the  time  and  material 
checkers  ? 

Mr.  PiGOT.  As  to  the  source  of  fraud,  as  to  the  headquarters. 

Mr.  Steele.  Do  you  confine  it  to  time  and  material  checkers? 

Mr.  PiGOT.  Oh,  no. 

Mr.  Steele.  Well,  now,  who  are  the  people  who  are  incompetent, 
and  where,  if  any,  was  the  fraud  ? 

Mr.  PiGOT.  Wny,  the  engineering  department,  some  of  the  men 
were  not  worth  a  rap  and  neglected  their  business. 

Mr.  Stekle.  The  engineering  department  i 

Mr.  PiGOT.  Yes. 

Mr.  Steele.  Now,  is  there  anything  else  that  you  have  in  mind  of 
a  specific  character,  outside  of  the  engineering  department? 

Mr.  Pigot.  I  wish  you  had  asked  Mr.  Lafferty  about  the  auditing 
department  when  he  was  on  the  stand.    I  can  not  answer  for  that. 

Mr.  Steele.  I  am  asking  you  what  you  know  jourself ,  Mr.  Pigot 

Mr.  Pigot.  AVell,  there  seemd  to  be  a  conflict  of  authority  all 
through. 
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Mr.  Steele.  Yes;  but  what  I  want  to  know  is,  where  the  in- 
ompetency  exists  now.  Is  there  any  incompetency  that  you  have 
ny  r>ersonal  knowledge  of  in  the  whole  Snipping  Board  official 
1st,  outside  of  the  engineering  department? 
Mr.  PiGOT.  Within  my  range  of  personal  knowledge,  you  want  it? 
Mr.  Steele.  Yes^  sir.  I  do  not  care  an^hing  about  hearsay ;  that 
loes  not  cut  any  ngure  before  this  committee.  I  want  to  get  your 
personal  knowledge. 

Mr.  PiGOT.  Onty  from  general  talk  of  what  this,  that,  and  the 
ther  fellow  was  doing. 

Mr.  Steele.  Well,  then,  have  you  any  personal  knowledge  of  in- 
ompetency  at  all  ? 
Mr.  Pigot.  In  what  respect  ? 

Mr.  Steele.  In  respect  to  the  incompetency  of  the  official  outfit 
►f  the  Shipping  Board. 

Mr.  PiGOT.  The  very  fact  that  we  would  not  ^et  our  requisitions 
mtil  the  job  was  started,  or  after  the  job  was  finished,  was  evidence 
enough  to  me  to  know  that  there  was  some  incompetency  behind 
Jl  that  delay. 

Mr.  Steele.  Well,  now,  have  you  any  knowledge  of  incompetency 
>utside  of  your  failure  to  receive  requisitions? 
^  Mr.  PiGOT.  Why,  yes. 

Mr.  Steele.  Well,  just  tell  us  what  it  was,  then. 

Mr.  PiGOT.  The  time  and  material  men  did  not  stick  to  their  ships 
and  things  like  that,  and  accepted  the  other  fellow's  report,  tne 
opponent  s  report. 

Sir.  Steele.  Well,  now,  where  was  that;  just  give  us  cases  of 
that  kind?    Who  did  it,  and  when  was  it  done? 

Mr.  Pigot.  It  was  so  general  I  never  made  a  special  note  of  it. 

Mr.  Steele.  Well,  it  was  so  general.  Can  you  not  be  specific?  If 
it  was  general  there  must  have  been  a  number  of  cases  of  that  kind 
that  you  could  recollect. 

Mr.  Pigot.  Those  things  you  do  not  charge  your  mind  with,  every 
day,  you  know. 

Mr.  Steele.  Can  vou  mention  a  single  case  now? 

Mr.  Pigot.  I  would  not  make  a  specific  charge. 

Mr.  Steele.  You  would  not  make  a  specific  charge  ? 

Mr.  Pigot.  No^ 

Mr.  Steele.  Well,  then,  you  have  no  specific  information  to  give 
this  committee  on  the  subject  of  incompetency,  outside  of  failure  to 
receive  requisitions? 

Mr.  Pigot.  I  would  not  want  to  commit  myself  on  that. 

Mr.  Steele.  Well,  you  have  made  a  very  sweeping  charge,  Mr. 
Pigot,  and  I  want  to  know  what  there  is  back  of  it ;  what  you  per- 
sonally know,  as  a  sort  of  groundwork  of  that  charge,  as  the  basis 
for  it. 

Mr.  PiooT.  My  knowledge,  personal  knowledge,  of  specific  matters 
with  reference  to  the  matter  of  requisitions,  and  what  1  know  of  how 
time  and  material  was  taken  by  other  employees  of  the  Shipping 
Board;  some  would  neglect  their  work,  and  then  trust  to  the  opera- 
tors' or  the  repairman's  timekeeper  to  give  them  a  report  on  it,  and 
take  his  time  instead  of  their  own. 

Mr.  Steele.  Have  you  knowledge  of  anything  outside  of  what 
yoa  have  just  described  here? 
.    lT70e8—21--PT  10—^-4 
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Mr.  PiGOT.  Neglect  to  take  care  of  machinery  that  was  the  prop-  j 
erty  of  the  Shipping  Board,  when  removed  from  a  ship.    There  was 
a  large  ventilator ;  I  think  it  was  laid  down  in  the  Urane  yard ;  I 
do  not  know  how  many  thousands  of  dollars  that  was  worth,  and  left 
out  in  the  weather  there  for  the  longest  while. 

Mr.  Steele.  Whose  duty  was  it  to  look  after  that? 

Mr.  PiGOT.  I  don't  know.    It  was  none  of  my  business. 

Mr.  Steele.  You  don't  know  whose  duty  it  was  to  look  after  it  ? 

Mr.  PiGOT.  k^ir? 

Mr.  Steele.  You  could  not  charge  any  particular  officer,  then,  with 
that  neglect  of  dutv? 

Mr.  PiGOT.  No.  i  might  say  it  was  Jones,  and  it  might  have  been 
Robinson.  And  in  the  Soutli  Sixth  Street  storage  yard  there  was 
material  laying  out  under  the  weather  there  that  ought  to  have  been 
under  cover — deteriorated  day  after  day.  The  same  thing  down  on 
the  farm,  as  we  called  it,  at  the  P^rie  Basin. 

Mr.  Steele.  Where  was  that? 

Mr.  PiGOT.  On  the  farm  at  Erie  Basin.  That  is  a  large  section, 
called  the  farm.    It  is  a  local  name. 

Mr.  Steele.  Was  this  Shipping  Board  property  ? 

Mr.  PiGOT.  Yes.     Some  of  it,  and  some  was  Navy  property. 

Mr.  Steele.  Some  was  what? 

Mr.  PiGOT.  Some  of  it  was  Navy  property,  on  the  farm  stuff. 

Mr.  Steele.  Some  was  Navy  property  ? 

Mr.  PiGOT.  Yes. 

Mr.  Steele.  Well,  what  portion  of  it  was  Navy  property  and  what 
belonged  to  the  Shipping  Board  ? 

Mr.  PiGOT.  Well,  you  know  the  Navy  and  the  Shipping  Board  for 
awhile  worked  together. 

Mr.  Steele.  Well,  can  you  tell  us — ■. — 

Mr.  PiGOT.  And  some  was  taken  off  and  charged  against  the  Navy, 
and  some  was  taken  off  and  charged  against  the  Shipping  Board. 

Mr.  Steele.  Was  this  neglect,  then,  Navy  neglect  or  Shipping 
Board  neglect? 

Mr.  PiGOT.  I  might  say  mutual.  I  don't  know.  Perhaps — they 
turned  all  that  stuff  over  finally,  eventually ;  -that  is  right,  it  was  afl 
Shipping  Board;  yes.  They  turned  that  stuff  over  afterwards, 
eventually,  to  the  Shipping  Board.  The  Navy  turned  over  every- 
thing to  the  Shipping  Board. 

R:S.  Steele.  Outside  of  what  you  have  enumerated,  what  personal 
knowledge  have  vou  of  incompetency  or  neglect? 

Mr.  PiGOT.  It  is  hard  to  satisfy  you,  I  guess.  Have  I  covered  the 
time  and   material  men's  neglect? 

Mr.  Steele.  Yes ;  you  have  mentioned  that  several  times. 

Mr.  PiGOT.  All  right.  Well,  that  is  the  source ;  that  is  where  the 
big  frauds  occur.  Neglect  to  get  the  junk  accumulated  in  the  di^" 
ferent  yards,  and  so  forth,  rescued,  that  should  have  been  credited 
to  the  Shipping  Board  and  was  not. 

Mr.  Steele.  Just  where  was  the  neglect  to  get  junk,  in  what  yard, 
and  of  what  did  your  junk  consist? 

Mr.  PiGOT.  Well,  that  is  pretty  general. 

Mr.  Steele.  That  is  the  trouble,  everything  is  general.  I  am 
trying  to  get  it  specific. 
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KIT.  I  can  tell  you  more  about  that  at  the  Crane  yard  than 
else.    There  was  no  junk  there. 

:ele.  At  the  CVane  vard,  what  was  the  situation  with  refer- 
nk?  ^ 

GOT.  Sometimes  it  was  gotten  and  sometimes  it  was  not 
^metimes  it  was  thrown  aside  and  sometimes  it  laid  there 
>ated. 

SELE.  What  junk  was  not  gotten,  that  belonged  to  the  Ship 
rd',  and  what  was  its  value? 

GOT.  Oh,  pipe;  just  junk,  old  pipe  and  cuttings  out,  and 
Y,  and  so  forth. 

EEUE.  Well,  what  was  its  value? 
JOT.  Oh,  I  don't  know. 
EELE.  You  do  not  know  what  its  value  was? 

GOT.     No. 

EELE.  You  do  not  know  what  loss  to  the  Shipping  Board 
that? 

50T.    No. 

EELE.  You  would  not  say  that? 

30T.  No. 

EELE.  Do  you  know  whether  it  was  finally  accounted  for  in 

30T.  No,  I  did  not  follow  it  up. 
EELE.  So  you  do  not  know  ? 

30T.  No. 

EELE.  Now,  with  reference  to  these  other  cases,  do  you  know 

t  was  accounted  for  in  any  way? 

30T.  What  other  cases? 

EELE.  Other  yards,  where  you  say  junk  was  not  accounted 

SOT.  They  generally  took  good  care  of  it  at  the  Morse  yard. 

)  have  something  done  in  the  matter  of  the  Kampert  job, 

ng  was  ever  done  about  it. 

EELE.  You  looked  after  it  there,  did  you  ? 

GOT.  No,  I  could  not  get  it. 

EELE.  Was  there  a  loss  to  the  Shipping  Board  there? 

30T.  They  claimed  that 

EELE.  T  am  not  asking  you  about  any  claim.    What  do  you 

GOT.  That  is  what  1  am  going  to  tell  you.    They  claimed 
were  entitled  to  that  junk,  because  it  was  a  contract  job. 
EELE.  Because  it  was  a  contract  job? 
30T.  Yes,  sir. 

EELE.  Well,  was  that  a  correct  claim  ? 
30T.  They  had  a  contract  job. 

EELE.  They  had  a  contract  job.    Well,  did  the  junk  belong 
inder  the  contract,  or  did  it  not? 
>0T.  I  do  not  know.     I  did  not  see  the  contract. 
EELE.  Then  you  have  no  knowledge  of  that,  as  to  the  de- 
that  claim  ? 
SOT.  No. 

EELE.  You  have  also  stated  that  there  were  excessive  charges 
labor  and  material.    That  is  the  basis  of  it  all,  you  say? 
GOT.  Yes. 
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Mr.  Steele.  From  your  personal  knowledge,  did  the  checkers  fail: 
to  reach  the  excessive  charges?  When  the  excessive  charges  were 
made,  did  the  checkers  fail  to  check  it  up  ? 

Mr.  PiGOT.  I  do  not  get  that  question  straight,  Mr.  Steele. 

Mr.  Steele.  Well  now,  you  said  that  there  were  excessive  chargei 
for  labor  and  material,  and  that  they  would  transfer  the  men  from  A^ 
lump  sum  job  to  a  time  job. 

Mr.  PiGOT.  Oh,  yes;  that  was  practiced  down  there  at  the  Crane 
yard.  * 

Mr.  Steele.  Yes.    Well  now,  were  there  any  cases  of  that  kin< 
that  you  know  of,  where  the  checkers  failed  to  do  their  duty  a; 
check  up  work  of  that  kind  ? 

Mr.  PiGOT.  Do  you  mean  other  checkers? 

Mr.  Steele.  I  am  talking  about  your  personal  knowledge.  I  do 
not  care  whether  it  was  yourself  or  some  other  checker. 

Mr.  PiGOT.  I  did  not  fail.  That  is  why  I  got  in  trouble.  The 
other  fellows  got  along  smoothly. 

Mr.  Steele.  The  other  fellows  got  along  smoothly.  Now,  what 
do  you  know,  though,  what  is  your  personal  knowledge?  I  want 
to  know  whether  the  Shipping  Board  suffered  any  loss,  whether  the 
Government  suffered  any  loss  dv  reason  of  conduct  of  that  kind? 

Mr.  PiGOT.  Why,  yes,  of  course  it  did. 

Mr.  Steele.  Well  now,  where,  and  what  was  the  amount? 

Mr.  PiGOT.  I  could  not  give  you  the  amount.  I  would  not  know 
anything  about  that. 

Mr.  Steele.  Well,  where  was  it  ? 

Mr.  PiGOT.  On  different  ships. 

Mr.  Steele.  On  different  ships.    AVell  now,  name  us  the  ship  and  ^ 
give  us  the  amount,  and  tell  us  how  it  happened. 

Mr.  PiGOT.  I  could  not  give  you  the  amount.  You  are  asking  for 
something  that  I  would  not  know  anything  about,  Mr.  Steele. 

Mr.  Steele.  Then  you  have  no  personal  Knowledge  of  it  at  all? 

Mr.  PiGOT.  No  personal  knowledge. 

Mr.  Steele.  No.    That  is  all. 

The  Chairman.  Mr.  Connally? 

Mr.  C0NNALI.Y.  Just  a  short  question.  Mr.  Pigot,  you  said  that  on 
these  lump  sum  contracts  you  had  nothing  to  do  with  checking  those 
up,  is  that  right  ? 

Mr.  PiGOT.  Lump  sum,  no :  you  will  have  to  put  that  differently.  A 
lump  sum  was  liable  to  be  followed  by  an  extra. 

Mr.  Connally.  Let  us  take  a  case  where  there  were  no  extras.  If 
you  did  not  check  it  up  and  somel)ody  else  did  not  check  it,  how  would 
the  Shipping  Board  know  that  the  actual  work  that  there  was  to  be 
done  on  the  lump-sum  contract  had  been  done  ?  Suppose  there  were  a 
dynamo  to  be  repaired  ? 

Mr.  Pioot.  That  was  up  to  the  engineering  department. 

Mr.  C0NNALI.Y.  Well,  did  they  have  inspections  ? 

Mr.  PiGOT.  Sometimes  they  did ;  sometimes  they  did  not. 

Mr.  CoNNAixY.  Well,  were  they  supposed  to  have  an  inspection? 

Mr.  PiGOT.  Yes. 

Mr.  Connally.  What? 

Mr.  Pigot.  Yes ;  supposed  to. 

Mr.  Connally.  So  tnere  was  a  system  of  supervision  and  inspec- 
tion even  of  lump-sum  contracts? 
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Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  You  folks  did  not  do  it,  but  another  branch  of  the 
lipping  Soard  did  ? 

Mr.  PiooT.  You  are  talking  about  contracts,  are  you  not?     You 
low,  as  we  understand  the  lump-sum,  time-and-material  and  com- 
ercial-rate  contracts  af'e  a  different  thing. 
Mr.  CoNNALLY.  We  will  take  a  lump  sum. 
Mr.  PiGOT.  Lump  sum  may  fall  back  on  a  time  and  material. 
Mr.  CoNNALLY.  I  know  it  may,  but  suppose  it  does  not ;  I  am  talk- 
ig  about  a  case  where  there  was  a  lump  sum.    Did  nobody  inspect 
lat  to  see  that  the  work  that  was  supposed  to  be  done  was  really  done  ? 
Mr.  PiGOT.  The  engineering  department  ought  to;  they  are  sup- 
>8ed  to. 

Mr.  CoNNALLY.  They  are  supposed  to  do  it? 
Mr.  PiGOT.  They  are  supposed  to. 

Mr.  CoNNALLY.  If  you  were  busy  with  your  job  you  would  not 
ttow  whether  they  inspected  it  or  not,  would  you  ? 
Mr.  PiGOT.  Oh,  no ;  it  would  not  be  any  of  my  business. 
Mr.  CoNNALLY.  You  would  not  know  anything  about  whether  they 
rtually  inspected  it  or  not. 

Mr.  PiGOT.  We  might  know,  and  yet  not  want  to  say. 
Mr.  CoNNALLY.  It  you  were  busy  on  your  own  ship,  if  it  were  a 
me-and-material  job,  you  would  not  want  to  run  off  on  some  other 
dp  to  see  whether  the  engineering  department  were  inspecting  that 
•  not,  would  you  ? 

Mr.  PiGOT.  Oh,  no ;  I  would  not  leave  my  own  ship. 
Mr.  CoNNALLY.  Certainly  not.  If  you  were  inspecting  material  and 
ork,  what  time  did  the  workmen  go  to  work,  what  time  were  they 
ipposed  to  go  to  work  in  the  morning? 
Mr.  PiGOT.  According  to  the  yara  you  were  in,  what  time  was 

;ed. 

Mr.  CoNNALLY.  Well,  different  ones? 
Mr.  PiGOT.  Some  yards  7  o'clock,  some  7.30. 
Mr.  CoNNALLY.  What  time  did  you  get  there? 
Mr.  PiGOT.  I  usually  got  there  a  little  before. 
Mr.  CoNNALLY.  A  little  before,  so  as  to  be  there  and  check  them 
I  as  they  came  in? 
Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  Did  you  make  a  daily  check  of  each  man  as  he 
ime  in? 

Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  And  how  long  he  worked? 

Mr.  PiGOT.  Sometimes  the  cars  would  be  late,  and  if  I  got  stuck — 
3U  know  we  had  a  tough  winter  last  winter,  I  was  held  up  a  number 
F  times.  If  I  was  not  on  the  vessel  before  anybody  went  aboard,  I 
ent  through  her  and  picked  up  everybody  on  the  ship,  then  held 
le  job  down  for  the  rest  of  the  day. 

Mr.  CoNNALLY.  It  was  no  harder  on  you  than  it  was  on  the  fellows 
lat  were  working,  was  it  ? 
Mr.  PiGOT.  Oh,  no ;  not  a  bit. 

Mr.  CoNNALLY.  You  were  supposed  to  get  there  just  as  soon  as 
ley  did,  were  you  not? 
lir.  PiGOT.  That  is  right. 
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Mr.  CoNNALLY.  How  about  the  material,  did  you  check  up  ^'^^ 
material  that  went  in? 

Mr.  PiooT.  Why,  one  man  usually  took  care  of  material,  the  otl^® 
took  care  of  time,  but  we  worked  mutually. 

Mr.  CoNNALLY.  I  understand. 

Mr.  PiGOT.  If  one  had  to  leave,  the  other  fellow  would  cover  J^^ 
work.  ^ 

Mr.  CoNNALLY.  When  this  material  would  be  brought  on  the  shil 
so  many  articles  of  one  kind,  you  would  look  it  over  to  see  if  th»-  ^ 
number  of  articles  were  there,  would  you? 

Mr.  PiGOT.  Yes,  sir. 

Mr.  CoNNALLY.  Would  you  go  and  follow  those  articles  and 
that  they  were  placed  in  the  ship  ? 

Mr.  PiGOT.  No,  no. 

Mr.  CoNNALLY.  How  do  you  know  they  were  ever  placed  in  a  shi 
then  ? 

Mr.  PiGOT.  They  came  aboard  the  ship,  that  is  all  we  were  su 
posed  to  know. 

Mr.  CoNNALLY.  That  is  all  you  were  supposed  to  do? 

Mr.  PiGOT.  Yes,  sir. 

Mr.  CoNNALLY.  Whether  they  put  them  where  they  ought  to 
or  just  let  them  laying  aroimd,  was  another  matter. 

Mr.  PiGOT.  That  was  somebody's  else  business. 

Mr.  CoNNALLY.  And  did  you  institute  any  improvements  in  th^*^ 
system  ? 

Mr.  PiGcyr.  I  left  in  July. 

Mr.  CoNNALLY.  But  you  had  18  months  there.  During  that  l"^ 
months  did  you  make  an^^  improvements  in  that  system,  to  see  that 
the  material  that  was  brought  on  the  ship  was  actually  put  where 
it  was  supposed  to  be? 

Mr.  PiGOT.  I  had  several  rows  on  that  order,  but  I  cannot  I'emem- 
ber  what  they  were. 

Mr.  CoNNALLY.  T^^iat  did  you  try  to  do  ? 

Mr.  PiGOT.  I  tried  to  see  that  some  things  were  done. 

Mr.  CoNNALLY.  I  am  talking  about  that  particular  matter.  I  am 
not  talking  about  some  things.  I  am  talking  about  that  particular 
matter. 

Mr.  PiGOT.  That  would  not  be  within  my  province. 

Mr.  CoNNALLY.  What  were  you  on  there  for,  then,  just  to  stand 
around  ? 

Mr.  PiGOT.  Just  to  get  the  time  of  the  men,  and  the  amount  of 
material  that  came  aboard  the  ship,  that  came  over  the  rail. 

Mr.  CoNNALLY.  And  it  was  immaterial  what  became  of  the  ma- 
terial so  long  as  it  got  on  the  ship  ? 

Mr.  PiGOT.  On  the  ship. 

Mr.  CoNNALLY.  Did  you  suggest  to  any  of  your  superiors  for  a 
correction  of  that  defect? 

Mr.  PiGOT.  Oh,  ves. 

Mr.   CoNNALLY.    Who? 

Mr.  PiGOT.  I  wrote  Mr.  Laura  once,  some  flagrant  thing  that 
aroused  my  indignation,  and  I  told  him  there  should  be  an  inspector 
on  every  ship  under  work  by  the  United  States  Shipping  Board 
contractors;  that  things  were  going  on  that  were  not  right. 
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Mr.  CoNNALLY.  I  am  talking  about  this  particular  matter  now, 
J  am  not  talking  about  the  wholesale  matters. 
Mr.  PiooT.  This  was  a  particular  matter. 
Mr.  CoNNALiY.  Was  that  about  putting  material  somewhere? 
Mr.  PiGOT.  Yes,  the  work  that  vou  are  driving  at  now,  the  very 
thing. 

Mr.  CoNNAiiLY.  I  am  having  difficulty  getting  to  it,  I  admit.  Go 
ahead. 

Mr.  PiGOT.  The  same  thing. 

Mr.  CJoNNALLY.  What  did  he  say  ?    Did  he  reply  to  it  ? 

Mr.  PiGOT.  Why 

Mr,  CoNNALLY.  Did  he  make  any  reply  to  your  suggestion? 
Mr.  PiGOT.  Oh,  my,  no.    I  read  him  a  memorandum  about  it. 
Mr.  CoNNALLY.  You  made  some  statement  here  about  it  was  time 
for  the  Crane  vard  to  quit  running  the  Shipping  Board,  did  you  not  ? 
Mr.  PiGOT.   les;  runing  the  local  Shipping  Board  office. 

Mr.  CoNNALLY.  Who  was  in  charge  of  that  local  Shipping  Board 
office  at  the  time  the  Crane  yard  was  running  it? 

Mr.  PiGOT.  Mr.  McNabh  and  Mr.  Lafferty. 

Mr.  CoNNALLY.  Where  are  they  now? 

Mr.  PiGOT.  Mr.  Lafferty  is  here,  and  Mr.  McNabb,  I  do  not  know 
vhere  he  is. 

Mr.  CoNNALLY.  Mr.  Lafferty  was  in  direct  charge  of  the  Crane—. — 

Mr.  PiGOT  (interrupting).  He  was  in  the  auditing,  he  had  charge 
of  the  auditing.    He  had  no  charge  of  the  other  matter. 

Mr.  CoNNALLY.  And  was  the  Crane  Company  running  the  audit? 

Mr.  PiGOT.  Mr.  Lafferty — now  listen. 

Mr.  CoNNALLY.  I  am  listening. 

Mr.  PiGOT.  The  time  and  material,  Mr.  McNabb  had.    Mr.  Laf- 
fertv's  office  worked  after  Mr.  McNabb's  office. 

Mr.  CoNNALLY.  All  right. 

Mr.  PiGOT.  It  was  the  McXabb  end  that  I  was  complaining  about. 

Mr.  CoNNALLY.  You  did  not  stipulate  that.  You  said  the  Crane 
jard  was  running  the  Shipping  Board. 

Mr.  PiGOT.  The  local  Shipping  Board  office. 

Mr.  CoNNALLY.  Well,  Mr.  Lafferty  was  in  that  office,  was  he  not? 

Mr.  PiGOT.  He  happened  to  be;  his  office  was  separated  from  ours. 
but  he  happened  to  be  in  our  office  at  the  time  I  went  in  there  and  I 
said  it  generally  to  him  and  Mr.  McNabb  and  whoever  else  was  there. 

Mr.  CoNNALLY.  And  what  did  they  say  to  it,  did  they  agree  that 
the  Crane  yard  was  running  them  ? 

Mr.  PiGOT.  I  do  not  know.  The  matter,  whatever  it  was,  was  fixed 
up  and  got  on  again. 

Mr.  CoNNALLY.  Got  out  again? 

Mr.  PiGOT.  Yes. 

Mr.  CoNNALLY.  Of  course,  your  discharge  last  July  has  nothing  to 
do  with  your  criticism  of  the  board,  has  it? 

Mr.  PiGOT.  Not  at  all. 

Mr.  CoNNALLY.  Not  at  all? 

Mr.  PiGOT.  No,  no.  I  can  live  without  the  Shipping  Board.  I 
lived  before  it  and  I  live  now.  It  cost  me  more  money  to  live  while 
I  was  working  with  the  Shipping  Board  than  the  Shipping  Board 
paid  me,  if  that  is  what  you  want  to  get  at. 
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Mr.  CoNNALLY.  Oh,  not  at  all.  But  what  I  mean  is,  have  your 
views  changed  any  since  you  left  the  Shipping  Board  in  reference 
to  the  policy  ? 

Mr.  !PiGOT.  No ;  I  have  tamed  a  lot  since  I  left  there. 

Mr.  CoNNALLY.  Tamed  a  lot ;  not  as  wild  as  you  were  ? 

Mr.  PiGOT.  You  know,  time  softens  things  somewhat. 

Mr.  CoNNALLY.  I  am  glad  I  did  not  see  you  when  you  were  wild. 
You  say  you  were  threatened  a  great  deal? 

Mr.  FiGOT.  That  was  a  common  thing. 

Mr.  Conn  ALLY.  Oh,  I  know ;  but  they  never  did  carry  out  any  of 
these  threats,  did  they? 

Mr.  PiQOT.  Well 

Mr.  CoNNALLY.  They  never  threw  you  overboard  ? 

Mr.  PiGOT.  No. 

Mr.  CoNNALLY.  They  never  beat  your  face  in? 

Mr.  PiGOT.  The  Empire  gang  beat  me  up,  though;  that  is,  the 
Luckenbach  subsidiary.  You  want  subsidiaries,  don't  you?  That 
Luckenbach  subsidiary,  those  fellows  beat  me  up;  not  the  concern 
itself,  but  the  boj^s.  They  had  been  putting  things  over  there,  and 
finally  McLaughlin  and  1  threw  out  $2,000  on  their  labor  charge; 
anyhow  I  know  that.  But  they  must  have  trailed  me;  at  least, 
Curry  says  so,  anyhow;  Curry  says  I  was  beaten  up  by  them. 

Mr.  CoNNALLY.  We  do  not  care  anything  about  Mr.  Curry.  We 
want  to  know  what  you  know.  This  threatening  did  not  deter  you 
in  any  way  from  going  ahead  doing  your  duty,  did  it  ? 

Mr.  PiGOT.  Not  at  all;  didn't  deter  me  one  bit. 

Mr.  CoNNALLY.  Notwithstanding  that,  they  just  kept  on  threaten- 
ing you? 

Mr.  PiGOT.  Oh,  yes ;  sure. 

Mr.  CoNNALLY.  Knowing  that  it  would  do  no  good,  they  kept  on 
threatening  you? 

Mr.  PiGOT.  Well,  a  new  fellow  would  try  it  each  time. 

Mr.  CoNNALLY.  A  new  man.    And  what  did  they  do,  beat  you  up? 

Mr.  PiGOT.  I  was  beaten  up  on  Fifth  Avenue,  Brooklyn.  * 

Mr.  CoNNALLY.  What  time  of  night? . 

Mr.  PiGOT.  Just  at  dusk,  a  little  before  dusk,  daylight. 

Mr.  CoNNALLY.  Outside  of  the  yard,  was  it  not? 

Mr.  PiGOT.  That  was  outside  of  the  yard. 

Mr.  CoNNALLY.  Were  you  injured,  did  you  go  to  the  hospital  or 
anything  like  that  ? 

Mr.  PiGOT.  I  was  rather  nicely  patched  up  for  a  few  days;  I  ^ess 
you  can  see  the  marks  there  (on  left  side  of  face)  yet. 

Mr.  CoNNALLY.  Did  the  row  come  up  about  a  Snipping  Board 
matter? 

Mr.  PiGOT.  No,  these  fellows  tackled  me  without  a  word. 

Mr.  CoNNALLY.  Did  you  recognize  them? 

Mr.  PiGOT.  I  did  not  have  time.  I  wish  I  could.  Gee,  I  wish  I 
could ;  I  wish  I  knew  the  fellow  that  beat  me  up. 

Mr.  CoNNALLY.  How  do  you  know,  then,  that  they  were  Lucken- 
bach people? 

Mr.  PiGOT.  Curry  said  they  were  Empire  people  that  beat  me  up, 

Mr.  CoNNALLY.  Was  Curry  with  you? 

Mr.  PiooT.  No,  that  was  a  deduction  of  his,  or  something,  I  guess. 
He  was  my  superior  officer,  though. 
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Mr.  CioKNAMiY.  And  you  took  what  he  said,  of  course? 

Mr.  PiGOT.  Yes.  Well,  he  put  it  in  writing  and  sent  it  to  the  New 
York  office.  He  tried  to  frame  me  up,  you  know,  so  as  to  get  me 
dropped.  I  understand  that  he  tried  to  do  the  same  thing  on  some- 
body else,  to  give  his  brother  a  better  job  with  more  mone;^  in  it. 

Mr.  CoNNALLY.  You  Say  that  over  on  this  Staten  Island  job,  when 
they  would  quarrel  with  you  for  checking  them  up,  and  call  you 
names,  you  could  not  make  any  report  about  it  until  you  communi- 
cated with  higher  authority? 

Mr.  PiGOT.  Yes,  sir. 

Mr.  CoNNAi^Y.  If  they  called  you  a  liar  you  would  have  to  take 
it  up  with  higher  authority  before  you  could  say,  "you're  another"? 

Mr.  PiGOT.  I  had  to  go  to  Curry,  and  then  it  would  go  to  somebody 
else,  and  so  on. 

Mr.  CoNNALLY.  I  believe  that  is  all. 

The  Chairman.  The  committee  will  take  a  recess  imtil  2:80. 
That  is  all,  Mr.  Pigot. 

(Thereupon  at  1  o'clock  p.  m.  a  recess  was  taken  until  2,80 
o'clock  p.  m.) 

AKTEK  RFX'ESH. 

The  committee  resuniod  at  2.r^()  o'clock  [).  m.  pursuant  to  recess. 
The  Chairman.  The  committee  will  come  to  order.    Captain  Par- 
ker, will  you  please  take  the  witness  chair? 
Mr.  Parker.  Yes,  sir. 

TESTIMONY  OF  MK.  OSCAR  0.  W.  PARKER— Eesumed. 

The  Chairman.  Capt.  Parker,  you  have  been  sworn  before? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  were  superintendent  of  the  marine  depart- 
ment of  the  noithern  district  of  the  Shipping  Board? 

Mr.  Parker.  Yes.  sir. 

The  Chairman.  You  were  before  our  committee  last  November? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Just  what  is  the  nature  of  your  jurisdiction  at 
the  present  time?    Has, it  been  enlarged  since  you  were  before  us? 

Mr.  Parker.  I  hand  you  some  papers  to  show  the  situation. 

The  Chairman.  This  is  a  memorandum  to  Mr.  G.  W.  Sterling, 
district  director,  and  the  subject  is  marine  department. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  By  whom  was  this  prepared.  Captain? 

Mr.  Parker.  By  myself,  at  the  request  of  Mr.  Sterling. 

The  Chairman.  Was  this  prei)ared  with  a  view  to  having  some 
reorganization  of  the  department  ? 

Jilr.  Parker.  No,  sir;  this  is  the  situation  under  existing  condi- 
tions. 

The  Chairman.  This  is  a  statement  of  the  marine  department  of 
the  United  States  Shipping  Board? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  It  consists  ''of  the  following  sections  and  per- 
sonnel," all  of  which  come  under  the  general  supervision  of  the 
superintendent  of  the  marine  department? 

Mr.  Parker.  Yes,  sir. 
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The  Chairman.  You  have  jurisdiction  over  the  port  captain  and 
his  office  ? 

Mr.  Paricer.  Yes,  sir. 

The  Chairman.  The  port  captain's  department  seems  to  consist 
of  the  poit  captain  and  six  assistants,  who  attend  to  tlie  deck  de- 
partment of  the  Shipping  Board  so  far  as  licensed  officei-s  are  con- 
cerned ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Referring  to  your  memorandum,  if  you  willjust 
refresh  your  recollection  as  we  ask  questions,  I  will  be  glad:  What 
does  the  port  captain  look  after,  he  and  his  assistants,  outside  ot 
the  personnel  of  the  ship? 

Mr.  Parker.  The  physical  condition  of  the  ship. 

The  Chairman.  The  machinery  as  well  as  the  deck? 

Mr.  PARiijaa.  No,  sir;  just  the  deck  department,  such  as  riggi^^ft 
and  the  condition  of  the  holds — the  hull  in  general  outside  of  tl^^ 
engine  department  and  the  steward's  department.  There  are  thx:*^ 
distinct  departments— deck,  engine,  and  steward's. 

The  Chairman.  How  large  a  fleet  is  there  operating  out  of  N^^ 
York  at  the  present  time,  approximately? 

Mr.  Parker.  Operating? 

The  Chairman.  Yes. 

Mr.  Parker.  Well,  sir,  you  have  got  me.  I  could  not  tell  y  -*■ 
exactly. 

The  Chairman.  They  are  all  under  your  supervision,  aren't  the^^ 

Mr.  Parker.  Yes;  under  our  supervision  for  inspection. 

The  Chairman.  How  often  are  they  inspected  ? 

Mr.  Parker.  Every  voyage  that  they  make  to  New  York. 

The  Chairman.  At  the  end  of  each  trip  or  voyage  ? 

Mr.  Parker.  Yes.  sir;  at  the  time  of  arrival  or  as  neai;  time  of  a- ^ 
rival  as  possible.    Sometimes  we  have  four  or  five  ships  come  in  c?ii 
a  day,  and  we  cannot  make  a  thorough  examination  of  them  in  on^ 
day.    Sometimes  it  extends  over  a  period  of  a  week  before  we  can 
get  around  to  a  shin. 

The  Chairman,   lou  have  besides  the  port  captain  a  port  engi- 
neer? 

Mr.  Parker.  Yes^ir. 

The  Chairman.  What  are  his  duties? 

Mr.  Parker.  His  duties  are  to  see  to  the  physical  condition  of  the 
engjie  room. 

The  Chairman.  How  many  assistants  does  he  have? 

Mr.  Parker.  Six. 

The  Chahiman.  Does  he  also  have  supervision  over  the  deck  ma- 
chinery? 

Mr.  Parker.  Yes^sir ;  over  all  the  machinery. 

The  Chairman.  Does  he  also  have  jurisdiction  over  the  radio 
equipment,  the  wireless? 

Mr.  Parker.  No;  not  at  all. 

The  Chairman.  What  other  branches  are  there? 

Mr.  Parker.  Then  there  is  the  steward's  department. 

The  Chairman.  What  does  that  consist  of? 

Mr.  Parker.  That  consists  of  the  port  steward  and  six  assistants. 

The  Chahiman.  What  is  his  duty? 
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Mr.  Parker.  To  visit  the  ship,  make  physical  inspection  of  her  ai 
report  same;  also  to  approve  or  disapprove  of  the  chief  steward  \vh< 
eniDloyed. 

The"  (^iiAiRMAN.  What  do  you  mean  by  visit  the  ship  and  mal 
personal  inspection? 

Mr.  Parker.  On  arrival  to  see  if  the  quarters  are  in  good  co 
dition,  to  see  that  the  ice  boxes  are  in  good  condition,  and  that  tl 
cold  storage  is  in  good  shape. 
The  Chairman.  The  commissary  department? 
Mr.  Parker.  Yes.  sir. 

The  Chairman.  And  that  the  living  quarters  aboard  the  ship  a 
right? 

Mr.  Parker.  Yes ;  and  all  the  equipment  in  that  department,  sui 
as  silverware,  linen,  dishes,  etc. 

The  Chairman.  Does  he  have  an  inventory  of  the  property  und 
his  supervision? 

Mr.  Parker.  There  is  an  inventory  department,  sir;  but  the  i 
vcntory  is  taken  by  the  steward  during  the  voyage,  and  any  shortag 
that  have  occuri-ed  during  the  voyage  are  reported. 

The  (!'nAiRMAN.  What  other  department  is  there  under  your  supe 
vision? 

Mr.  Parker.  The  radio  department. 
The  Chairman.  Who  is  that  in  charge  of? 
.  Mr.  Parker.  A  gentleman  by  the  name  of  Guthrie,  who  is  chi( 
J^dio  inspector  of  this  district. 

The  Chairman.  How  many  assistants  does  he  have  ? 
^  Mr.  Parker.  I  think  he  has  three  men.    But  he  is  short  of  a 
Histants. 

The  Chairman.  Their  duties  are  to  look  after  the  radio  equipmei 
on  the  ship? 

Mr.  Parker.  Yes,  sir;  and  to  see  that  repairs  are  carried  out  i 
theproper  manner. 
The  Chairman.  Repairs  to  the  radio? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  also  to  pass  upon  the  personnel  of  thi 
department? 
Mr.  Parker.  Of  the  radio  department ;  yes,  sir. 
The  Chairman.  Do  they  have  authority  to  employ  radio  operatoi 
without  your  approval  ? 
Mr.  Parker.  Well,  they  generally  consult  me. 
The  Chairman.  I  know ;  but  is  that  a  part  of  the  system,  that  a 
those  men  who  are  employed  aboard  these  ships  in  the  radio  d( 
partment  have  to  be  approved  by  you  ? 

Mr.  Parker.  Well,  ne  is  a  very  competent  man,  and  I  leave  thi 
to  him  a  good  deal. 

The  Chairman.  If  he  should  leave  and  you  had  an  incompetei 
man,  would  you  have  supervision  over  it  then? 

Mr.  Parker.  Yes,  sir;  any  strenuous  cases,  cases  that  arise  whei 
there  is  difficulty  or  controversy  or  anything  like  that,  T  would  I 
consulted  in  the  matter. 

The  Chairman.  Do  yon  have  a  veto  over  this  other  department- 
I  mean,  these  other  departments? 
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Mr.  Parker.  Yes;  I  am  consulted  by  the  Iieads  of  these 
ments. 

The  Chairman.  Do  you  appoint  these  people  yourself? 

Mr.  Parker.  No,  sir;  these  people  are  appointed  by  the 
managers  and  operators,  other  than  as  to  the  division  of  oper 
they  appoint,  and  the  diflFerent  heads  of  departments  appi 
disapprove.    We  have  a  record  of  the  heads  of  these  depar 

The  Chairman.  Which  departments  approve  or  disapprov 

Mr.  Parker.  The  deck,  engine,  steward,  and  radio  depar 

The  Chairman.  You  mean  as  to  the  men  aboard  ship  ? 

Mr.  Parker.  Yes,  sir. 

The  CHAiiaiAN.  You  mean  the  operators'  men? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  do  not  interfere  with  the  employment 
missal  from  employment  of  anybody  aboard  these  ships  ? 

Mr.  Parker.  Oh,  yes,  sir. 

The  Chairman.  You  do? 

Mr.  Parker.  Oh,  we  do.    The  marine  department  is  supp 
be  familiar  with  the  character  and  ability  of  those  men,  such 
captain  and  the  chief  engineer — oh,  in   fact,  all   licensed 
together  with  the  steward  and  the  radio  man. 

The  Chairman.  What  other  department  is  there? 

Mr.  Parker.  Well,  the  medical  department,  wliich  is  \\m 
supervision  of  the- marine  department. 

The  Chairman.  Who  is  in  charge  of  that  ? 

Mr.  Parker.  Dr.  Miners,  fleet  surgeon. 

The  Chairman.  How  many  assistants  does  he  have? 

Mr.  Parker.  Two  and  a  stenographer.    That  is  his  staff. 

The  Chairman.  What  does  he  do? 

Mr.  Parker.  He  attends  to  the  sanitary  condition  of  ship 
to  the  ills  of  any  of  the  employees  of  ships  under  the  mana 
of  the  division  of  operations  and  the  office  staff  of  No.  45  Bro 

The  Chairman.  .Does  he  attend  to  their  physical  ailments? 

Mr.  Parker.  Yes,  sir.  I  have  here  a  record  of  the  cases  1 
has  attended  to  during  the  month  of  January,  and  also  for  tl 
1920,  which  are  quite  numerous. 

The  Chairman.  Captain,  who  appoints  him? 

Mr.  Parker.  He  was  appointed  in  1917  by  the — I  will  not  I 
tive  now,  but  I  think  by  Capt.  Yates. 

The  Chairman.  Who  was  formerly  in  charge  here? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Are  there  any  other  departments  unde 
jurisdiction? 

Mr.  Parker.  Well,  the  guards. 

The  Chairman.  What  are  they  in  charge  of? 

Mr.  Parker.  They  are  the  men  who  watch  our  ships,  or 
watch  them  and  prevent  any  pilfering  of  any  nature. 

The  Chairman.  That  is,  while  they  are  at  the  dock? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  The  guards  do  not  sail  Avith  the  ship? 

Mr.  Parker.  Xo,  sir. 

The  Chairman.  How  manv  of  those  have  you? 

Mr.  Parker.  At  the  present  we  have  54. 
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The  CuArKMAN.  You  have  been  with  th^  Shipping  Board  about 
a  vearand  a  half? 
,    Mr.  Parker.  I  joined  the  Shipping  Board  in  August,  1917. 

The  Chairman.  Would  you  say  that  the  personnel  of  the  board 
at  present,  so  far  as  experience  and  eflSciency  are  concerned,  is  better 
than  it  was  two  years  ago  or  right  after  the  signing  of  the  armistice, 
confining  your  views  now  to  the  New  York  district  here? 
Mr.  Parker.  I  think  so,  sir.    I  have  tried  to  make  it  so. 
The  Chairman.  It  has  been  your  effort  to  weed  out  any  incompe- 
tents and  inefBcients  ? 
Mr.  Parker.  Any  undesirables;  yes,  sir. 

The  Chairman.  When  you  came  with  the  board  I  suppose  you 
found  a  great  many  men  who  had  had  no  previous  experience  in 
shipping  matters  ? 
Mr.  Parker.  Yes,  sir. 
The  Chairman.  Who  were  incompetent  and  inefficient,  and  who 
^®re,  perhaps,  not  trying  to  become  efficient? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  have  dismissed  them,  as  I  understand  it? 
Mr.  Parker.  Yes,  sir ;  wherever  I  could. 

The  Chairman.  And  if  you  have  matters  of  inefficiency  or  mis- 
^J^diict  brought  to  vonr  attention,  how  do  you  take  steps  to  remedy 
them? 

^Ir.  Parker.  We  investigate  such  matters  before  we  take  anv 
^^ps.  We  have  an  investigating  board,  composed  of  an  old  expen- 
^^<*ed  captain  and  a  competent  engineer  and  a  competent  steward,  to 
^^ke  up  all  matters  of  inefficiency,  negligence,  or  insubordination, 
^^  anji;hing  of  that  nature. 
The  Chairman.  Do  thev  devote  their  entire  time  to  matters  of  that 

3^Ir.  Parker.  Yes,  sir. 

The  Chairman.  So  they  are  men  of  actual  experience? 

Air.  Parker.  Yes,  sir. 

The  Chairman.  Who  are  competent  and  qualified  to  look  into  such 
Matters? 

Mr.  Parker.  T  think  it  is  generally  conceded  so  by  the  port  of 
^^w  Y'^ork — marine  people  generally. 

The  Chairman.  How  long  have  they  been  functioning? 

Mr.  Parker.  That  is  the  first  matter  that  I  took  up  after  I  was 
•^^ken  from  the  ship  in  May,  1918. 

The  Chairman.  Has  that  board  been  operating  since  that  time? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Since  you  have  been  here,  have  you  found  cases 
•^f  interlocking  companies  and  subsidiary  corporations  doing  work 
^or  operating  companies  or  otherwise? 

Mr.  Parker.  Nothing  that  I  could  prove^  sir. 

The  Chairman.  Do  you  think  that  it  is  a  matter  that  perhaps 
^Wuld  be  guarded  against? 

Mr.  Parker.  T  think  it  should ;  yes,  sir. 

The  Chairman.  You  do? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  'VYhy  would  you  prevent  interlocking  companies 
or  subsidiary  corporations? 
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Mr.  Parker.  Well,  I  believe  that  that  would  have  a  tendency  i 
them  to  work  to  their  own  interests  rather  than  o  he  inerests  of  t 
Government. 

The  Chairman.  You  think  that  matters  carried  on  in  that  w 
would  cost  possiblv  more  than  if  there  was  free  competition  ? 

Mr.  Parker.  I  do. 

The  Chairman.  Do  you  have  anything  to  do  with  the  selection 
the  operating  companies? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Are  you  called  upon  to  investigate  as  to  their  i 
perience  in  operating  ships? 

Mr.  Parker.  I  never  have  been.' 

The  Chairman.  Is  there  anybody  under  your  supervision  who  I 
that  to  do  ? 

Mr.  Parker.  No,  sir. 

The  Chairman.  That  you  understand  is  handled  in  Washington 

Mr.  Parker.  At  Washington,  with  a  representative  here  in  X« 
York. 

The  Chairman.  But  he  is  not  under  you  ? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Who  is  the  Washington  representative  here  i 
that  purpose? 

Mr.  Parker.  Mr.  Andrews  is  one  of  them,  and  Mr.  St.  (^lair 
another. 

The  Chairman.  Mr.  Andrews  and  Mr.  St.  Clair? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  know  what  title  they  have? 

Mr.  Parker.  The  allocation  department,  'then  there  is  the  cc 
tract  department,  under  Mr.  Foster's  supervision — and  that,  I  woi 
almost  safely  state,  is  rather  a  case  of  interlocking,  right  there. 

The  Chairman.  Captain,  do  you  have  supervision  over  repa 
here  ? 

Mr.  Parker.  Only  in  the  case  of  ships  operated  by  the  division 
operations. 

The  Chairman.  And  not  in  the  case  of  ships  managed  by  mana 
ing  operators? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Do  you  have  the  assigning  of  those  ships  to  pj: 
ticular  yards? 

Mr.  Parker.  No,  sir. 

The  Chairman.  How  is  that  done? 

Mr.  Parker.  By  the  C.  and  R.  department — the  construction  ai 
repair  department.    Tt  is  given  out,  T  believe,  on  competitive  bids. 

The  Chairman.  Do  you  handle  those  bids? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Do  you  handle  the  requisitions  for  repairs? 

Mr.  Parker.  No,  sir;  only  in  minor  cases.  For  instance,  if  a  sh 
is4)hysically  unfit  to  house  the  crew;  if  unsanitary  conditions  arii 
the  board  of  inspection  is  called  in  or  requested  by  the  managers 
operators,  and  sometimes  by  the  C.  and  R.  department,  to  make 
physical  examination  of  the  ship ;  or  if  on  their  tour,  in  the  case 
a  physical  examination,  things  are  brought  to  their  attention  sho 
ing  that  repairs  or  renewals  are  necessary,  that  requisition  is  broug 
up  to  the  C.  and  R.  department. 
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The  Chairman.  I  think  you  said  when  you  were  before  the  com- 

fflittee  before  that  you  thought  the  Shipping  Board  might  get  more 

advantageous  rates  for  supplies  and  repairs  and  matters  of  that  sort 
^f  tiiAn  has  been  the  case.     Do  you  think  that  perhaps  the  board  have 

paid  higher  rates  than  it  might  have  secured  under  some  other  plan? 
Mr.  Parker.  I  think  the  board  has  been  imposed  on  by  the  man- 
agers and  operators'  purchasers. 

rte  Chair3ian.  That  is,  not  by  any  of  its  own  officials? 

Af  r.  Parker.  Not  to  my  knowledge ;  no,  sir. 

riie  Chairman.  But  by  the  representatives  of  the  operators? 

JkTr.  Parker.  Yes,  sir. 

riie  Chairman,  tlave  steps  been  taken  to  overcome  that? 

^Tt.  Parker.  I  think  that  Washington  has  taken  steps  to  over- 
«)ii:ie  some  of  those  cases.  They  have  found  some  flagrant  cases, 
where  they  have  taken  the  matters  up  and  ajd justed  them. 

riie  (Chairman.  Does  any  of  that  come  under  your  supervision? 

M^r.  Parker.  Well,  there  are  cases:  yes,  sir.  t'^'or  instance,  a  ship 
when  abroad  makes  considerable  purchases.  C)ur  ships  are  stored  in 
proportion  to  their  proposed  voyage;  usually  for  a  voyage  across 
the  -Atlantic — 75  days.  When  the  ship  arrives  over  there  there  may 
^  additional  purchases  made.  Such  purchases  have  come  to  our 
liotice,  to  the  notice  of  the  marine  department,  sometimes  through 
pui*  representatives  or  agencies  abroad,  and  sometime^  by  the  manag- 
^S  operators,  and  sometimes  by  our  supercargoes  sending  in  infor- 
'^Jfl'tion  to  that  effect.  On  arrival  of  a  ship  those  bills  are  demanded 
and.  looked  into,  and  in  quite  a  good  many  cases  we  have  found 
^^*^  have  been  fraudulent  dealings. 

J^ke  Chairman.  Cases  of  improper  deliveries? 

^*^T.  Parker.  Improper  deliveries,  that  is,  on  the  part  of  purveyors 
^^,  ^v-«ndors.  Sometimes  the  guilt  has  been  laid  to  the  master  of  the 
™J^  and  sometimes  to  the  steward,  and  sometimes  to  the  engineer. 

j^ke  Chairman.  Have  there  been  fees  paid — cumshaw,  as  it  is 
^*l]^d  in  marine  circles  ? 

^^T,  Parker.  I  can  not  state  any  particular  case  that  I  would  like 
*^,&«)  on  oath  about,  other  than  one. 

^le  Chairman.  You  know  of  one? 

^Jr.  Parker.  I  know  of  one ;  yes,  sir. 

T^he  Chairman.  From  your  experience  with  shipping  matters  you 
to^Ow  whether  that  has  been  the  custom  in  marine  circles,  the  pay- 

tJ^^t  of  what  is  known  as  cumshaw  ? 

Mr.  Parker.  Yes,  sir;  in  a  mild  form,  but  not  to  the  extent  that 

it  lias  been  practiced  on  the  Ignited  States  Shipping  Board.    Cum- 
shaw is  a  Chinese  term  for  graft  or  commission  or  whatever  you 

want  to  term  it. 
The  Chairman.  Have  you  had  occasion  to  look  into  matters  of 

irregularities  such  as  I  have  been  mentioning,  and  have  you  been 

taking  any  steps  in  regard  thereto  ? 
Mr.  Parker.  Yes,  sir. 
The  Chairman.  What  are  they  ? 

Mr.  Parker.  Well,  while  I  was  chairman  of  the  board  of  inspec- 
tion on  an  average  of  two  cases  a  week  came  up.    Sometimes  they 

would  come  so  fast  we  could  not  handle  them. 

The  Chairman.  What  steps  would  be  taken  when  you  were  satis- 
fied that  something  improper  had  been  done? 
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Mr.  Parker.  Dismiss  the  guilty  party. 

The  Chairman.  After  you  had  investigated  them  you  wc 
miss  the  guilty  party? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Can  you  say  that  conditions  are  improve 
that  line  now,  from  what  they  were  months  ago  ? 

Mr.  Parker.  Yes,  sir;  I  think  so.  I  think  we  have  them 
bit  scared. 

The  Chairman.  What  would  you  state  with  reference  to  ii 
prices,  etc.  ?    Does  it  also  apply  to  galley  supplies  ? 

Mr.  Parker.  Yes:  to  all  departments.  That  is — as  to  gal 
plies,  now — yes;  galley  supplies,  too,  because  there  are  uten: 
chased  abroad  way  in  excess  of  normal  prices  and  also  lo 
We  have  found  there  were  bills  for  which  no  delivery  was  m 
particularly  as  to  stores — ^that  is,  provisions. 

The  Chairman.  SKip's  stores? 

Mr.  Parker.  Yes,  sir. 

The  CHAiRBiAN.  How  about  deck  supplies  ? 

Mr.  Parker.  The  same  way — oil,  fuel,  coal,  packing. 

The  Chairman.  Those  are  engine-room  supplies? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Of  course,  the  matter  of  fuel  is  one  \ 
carried  out,  I  assume,  on  rather  a  large  scale,  is  it  ? 

Mr.  Parker.  Very  gigantic  at  times.  One  particular  cas 
have  in  mind  represented  $9,000  in  one  individual  deal. 

The  Chairman.  Loss  to  the  board? 

Mr.  Parker.  Yes,  sir ;  loss  to  the  board.  And  I  am  afraid 
the  negligence  of  somebody  the  guilty  party,  who  made  a  co 
to  me,  and  whom  I  had  arrested  up  here,  and 

The  Chairman  (interposing).  That  is  the  Diehl  case? 

Mr.  Parker.  Yes,  sir ;  Capt.  Kupert  Ryan,  together  with  t 
engineer,  and  a  representative  of  the  Standard  Oil  Co.,  in 
Janeiro,  got  away  with  400  tons  of  oil. 

The  Chairman.  I  think  you  mentioned  that  case  incident 
fore. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  That  matter  is  still  pending,  it  it  ? 

Mr.  Parker.  Yes,  sir;  but  they  let  the  man  get  away. 

The  Chairman.  Do  you  recall  anything  about  ships  from  1 
marine  Boat  Corporation  not  being  in  condition  so  that  y 
able  to  dispatch  them  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  What  was  the  difficulty  there? 

Mr.  Parker.  Not  thoroughly  completed. 

The  Chairman.  The  ships  were  not? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Had  they  been  delivered  to  the  board 
cepted  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  what  was  necessary  before  they  ( 
put  into  operation  ? 

Mr.  Parker.  Oh,  an  expenditure  anywhere  of  $5,000  to  $li 

The  Chairman.  Outlay? 

Mr.  Parker.  Yes,  sir. 
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le  Chairman.  In  the  way  of  further  work? 
'.  Parker.  Sometimes  before  the  boat  ever  received  a  car^o 
'  was  considerable  expense.     In  other  cases  they  would  male 
\rage  and  come  back,  and  the  defects  w^ould  be  pointed  out  so 
ily  that  we  would  have  to  go  to  work  and  recondition  them, 
le  Chairman.  Did   any    of    those    defects    involve    defective 

\  Parker.  Yes,  sir;  defective  riveting  and  defective  materials 

iefective  design. 

le  Chairman.  Of  course,  those  ships  were  inspected  during  their 

:ruction  by  some  representative  of  the  Fleet  Corporation? 

".  Parker.  Yes,  sir. 

le  Chairman.  And  before  they  were  delivered  and  accepted  the 

iction  department  must  have  approved  the  workmanship  and 

rial  and  design,  I  suppose. 

r.  Parker.  No,  sir ;  I  beg  to  differ  with  you.    We  did  not  approve 

le  Chairman.  You  did  not? 

r.  Parker.  No,  sir.  We  raised  objections  immediately  on  their 
al  in  New  York  Bay  from  the  yard  where  they  were  designed, 
called  the  attention  of  the  C.  and  E.  department,  both  Mr. 

cer 

le  Chairman.  The  C.  and  R.  department  means  the  construction 

repair  department,  does  it? 

r.  Parker.  Yes,  sir.    We  called  the  attention  of  Mr.  Bunker  and 

Jett,  and  whoever  it  was  th||^  was  in  charge  of  the  department 

e  time. 

le  Chairman.  Have  you  looked  into  the  matter  of  wharfage? 

'.  Parker.  Yes,  sir;  I  have. 

le  Chairman.  Is  the  matter  of  docking  A  ships  at  wharv^es  and 

here  under  your  supervision? 
\   Parker.  Yes,   sir;   that  is   for  the   division  of  operations. 

I  am  reaching  out  now  to  managers  and  operators  and  check- 
:hem  up. 

le  Chairman.  Do  you  fix  the  rates  that  are  paid? 
•.  Parker.  I  try  to  do  it. 

le  Chairman.  How  are  the  rates  that  have  been  paid? 
'.  Parker.  Thev  have  been  very  exorbitant, 
le  Chairman.  They  have? 
\  Parker.  Yes,  sir. 

le  Chairman.  Is  there  any  uniformity  of  rates? 
:.  Parker.  No,  sir.    As  a  man  said  to  me  not  long  ago  when  I 
chastising  him  for  his  excessive  rates,  he  said :    "  Why,  I  do  not 
I  the  rates."' 

le  Chairman.  Was  that  a  division  of  operation's  ship? 
:.  Parker.  No,  sir. 

le  Chairman.  That  was  a  manager's  operated  ship? 
r.  Parker.  Yes.  sir. 

le  Chairman.  Approximately  how  many  wharves  or  piers  here 
)ur  ships  being  clocked  or  berthed  at? 
r.  Parker.  Do  you  mean  iinder  the  division  of  operations? 
le  Chairman.  Yes,  sir;  I  mean  ships  that  the  Shipping  Board 
)erating. 

177068—21  — PT 10 5 


3546  SHIPPING  BOARD  OPERATIONS. 

Mr.  Parker.  I  would  say  about  nine  now.  You  see,  since  the 
ships  came  over  under  the  division  of  operations,  if  there  is  no 
necessity  for  them  we  place  them  away  in  remote  corners  where 
they  will  not  have  any  wharfage  charge  at  all. 

The  Chairman.  Do  you  anchor  them? 

Mr.  Parker.  We  are  placing  them  down  at  Prawls  Island.  That 
is  a  little  anchorage  known  as  a  Government  anchorage,  Govern- 
ment anchorage  No.  1,  in  Kelvin  Cove. 

The  Chairman.  That  is  an  anchorage  area? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  You  do  not  tie  them  up  there  at  docks? 

Mr.  Parker.  We  tie  them  up  in  groups. 

The  Chairman.    But  not  at  docks? 

Mr.  Parker.  No,  sir. 

The  Chairman.  They  are  anchored  and  moored  off  in  groups? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  How  long  has  this  excessive  wharfage  charge 
prevailed  here? 

Mr.  Parker.  Since  I  arrived  here. 

The  Chairman.  How  long  ago  is  that? 

Mr.  Parker.  October,  191  (. 

The  Chairman.  Is  the  rate  for  wliarfage  fixed  upon  the  size  of 
the  ship  or  upon  the  len^h  of  time  it  is  going  to  be  tied  up  ? 

Mr.  Parker.  The  municipal  rate,  or  rather  tiie  State  rate,  of  wharf- 
age is  2  cents  a  ton  on  the  first  200  tons,  and  half  a  cent  a  ton  on  the 
balance  of  the  net  tonnage  of  the  sAp. 

Tlie  Chairman.  Is  that  the  dead- weight  tonnage? 

Mr.  Parker.  No,  sir;  on  the  net  tonnage.  Tliat  is  the  smallest 
tonnage.    There  is  net.  gross,  and  dead- weight. 

The  Chairman.  Hem  is  that  as  compared  with  the  rates  charged 
by  the  municipality  or  the  State  when  considered  in  connection  with 
the  rate  charged  by  private  operators? 

.  Mr.  Parker.  That  charge  is  fixed  by  the  State.  Now  then,  the 
State  lets  out  piers  to  speculators  or  to  people  operating  large  fleets 
of  their  own,  and  they  are  operating  some  of  our  ships,  and  then  they 
charge  their  own  rates. 

The  Chairman.  And  they  can  charge  more  than  that,  then? 

Mr.  Parker.  We  have  a*^  ship  right  now  we  are  paying  $180  per 
day  on,  unless  it  has  been  changed  unknown  to  me.  That  is  in  the 
neyrhborhood  of  $140  per  day  in  excess  of  the  State  rates. 

The  Chairman.  Do  I  understand  that  the  State  or  the  city  ^i" 
lease  a  pier  to  steamship  operators  of  owners,  and  that  then  they 
may  dock  Shipping  Board  vessels  there  and  charge  the  Shipping 
Board  excessive  rates? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Is  that  under  your  jurisdiction? 

Mr.  Parker.  Yes;  as  to  ships  under  the  division  of  operations  it  is. 

The  Chairman.  I  mean  is  that  something  that  you  can  stop? 

Mr.  Parker,  I  am  doing  it  as  fast  as  I  can,  as  fast  as  I  can  find 

piers. 

The  Chairman.  How  can  you  stop  it? 

Mr.  Parker.  I  hunt  around  for  piers  where  I  can  get  reasonable 
rates. 

The  Chairman.  You  can  not  do  anything  to  reduce  their  rates? 
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Mr.  Parker.  Not  other  than  by  bartering  with  the  private  indi- 
lual.  Not  long  ago  one  of  our  ships  was  paying  $125  a  day.  We 
d  just  taken  her  over  from  the  Luckenbach  Steamship  Co.,  and  we 
re  paying  $125  a  day.  I  called-the  man  in.  It  was  during  stormy 
ather,  and  we  could  not  move  the  ship  right  away ;  in  fact,  it  was 
ihip  that  we  wanted  to  reallocate,  and  to  take  her  away  from  the 
:;k  and  provision  her  and  place  her  in  the  stream  meant  a  con- 
erable  extra  expense.  I  got  after  him,  and  asked  him  to  reduce 
rate,  and  finally  he  reduced  it  from  $1,400,  or  a  little  more  than 
it,  down  to  $500. 

The  Chairman.  What  is  the  reason  that  there  is  this  apparently 
)ensive  cost  of  docking  ships  here  ?  Is  it  due  to  a  lack  of  policy 
procedure  on  the  part  of  the  Shipping  Board;  or  is  it  because 
'  Shipj>ing  Board  has  nothing  to  do  with  the  amounts  to  be  paid 
1  that  is  left  to  the  o[)erators  or  left  to  the  men  in  charge  oi  the 

Ur.  Parker.  That  is  left  to  the  ships  outside  of  the  division  of 
orations ;  yes,  sir. 

The  Chairman.  Do  they  pay  these  high  rates? 
ilr.  Parker.  Yes,  sir.    We  have  some  operators  to-day  paying  $50 
'  day  for  a  smaller  ship  than  I  am  paying  for  a  division  of  opera- 
ns'  ship,  $30  a  day. 

The  Chairman.  t)oes  this  take  in  ships  that  are  simply  tied  up  and 
in  commerce? 

'Ir.  Parkj':r.  Yes,  sir ;  and  those  in  commerce,  too. 
'he  Chairman.  AVhen  thev  are  being  loaded  they  pay  these  rates? 
Ir.  Parker.  They  pay  a  nigher  rate  when  they  are  occupying  a 
ding  pier  or  a  discharging  pier. 

lie  Chairman.  How  about  rates  for  ships  occupying  a  loading 
I  discharging  pier;  are  they  excessive,  those  rates? 
Ir.  Parker,  i  think  they  are ;  yes,  sir.     I  have  them  under  ad- 
:ment. 

'he  Chairman.  Have  you  had  anybody^  to  make  a  study  of  the 
irfage  problems  here,  and  to  ascertain  what  the  going  rates  are 
ships  operated  by  private  companies,  and  the  practices  in  those 
's  as  compared  with  ships  operated  either  by  the  Shipping  Board 
If  or  by  operators  under  the  M.  O.  agreement? 
[r.  Parki-iji.  I  have  made  a  study  of  it  myself  by  inquiring  of 
erent  ship  owners  what  their  rates  are,  and  I  am  led  to  believe 
;  the  people  who  have  charge  of  these  wharves  are  imposing  on 
ernment  ships  more  than  they  are  on  privately  owned  ships, 
he  Chairman.  Do  you  know  of  any  case  where  an  operator  has 
>s  of  his  own  and  also  Shipping  Board  ships  where  that  operator 
aying  less  for  his  own  ships? 
[r.  Parker.  No,  sir;  I  could  not  quote  that, 
he  Chairman.  You  could  not  find  any  case  like  that? 
[r.  Parki:r.  No,  sir. 
he  Chairman.  How  long  have  you  been  looking  into  this  ques- 

? 

T.  Parker.  Since  the  first  of  October. 

rie  Chairman.  Do  you  recall  the  case  of  the  steamship  Easterner^ 

aged  by  the  Tracey  Co.  ? 

r.  Parker.  Yes,  sir. 
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The  Chairman.  WTiat  was  there  in  reference  to  the  wharfag 
charge  on  that  ship? 

Mr.  Parker.  Well,  I  will  tell  you  that  story  from  start  to  finisl 
I  had  occasion  to  seek  wharfage.  I  sent,  unknowingly,  tor  the  part 
who  owned  or  had  leased  the  wharf  where  the  Easteiiier  was  lyin^ 
I  asked  him — well,  I  am  getting  a  little  too  fast.  I  had  some  occa 
sion  to  put  anchors  on  the  Easterner  for  the  managers  and  oper 
ators,  and  in  the  course  of  a  conversation  I  asked  the  marine  superin 
tendent  of  the  Easterner^  Capt.  Jensen,  the  Tracey's  representative 
what  he  was  paying,  and  he  said  $100  a  day.  Twenty  minutes  after 
wards  the  representative  of  the  wharf  wliere  that  ship  was  lyinj 
came  into  my  office,  at  my  request,  to  talk  wharfage,  and  I  aske< 
him  what  he  could  give  me  wharfage  for  on  a  sliip  of  the  East^rMr 
type,  and  he  said  $75  a  day.  I  said,  "  What  is  the  Easterner  pay 
ing?"    And  he  said, "  $75  a  day." 

The  Chairman.    How  do  you  explain  that  discrepancy? 

Mr.  Parker.  Now  the  marine  superintendent  tells  me  that  the 
never  paid  that  $100  a  day,  that  they  got  it  reduced  immediatel. 
after  my  conversation  with  them. 

The  Chairman.  Well,  had  they  been  charging  that  amount  to  th 
Shipping  Board,  $1<X)  a  day? 

Mr.  Parker.  No,  as  to  wharfage  they  did  not.  Their  charge  wa 
$75.  Now  that  bill  as  made  out  is  $75,  fiut  the  marine  superintender 
told  me  over  the  phone  that  they  were  paying  $100  a  nay. 

The  Chairman.  And  the  bill  is  made  out  at  $75  a  day? 

Mr.  Parker.  Yes,  sir;  at  $75  a  day.  He  called  me  up  about  t\v 
days  ago  and  told  me  about  it. 

The  Chairman.  Do  you  know  Capt.  Yates? 

Mr.  Parker.  Yes,  sir.  Do  you  means  Capt.  Yates  of  the  (ienei*a 
Navigation  Co.  ? 

The  (^HAiRMAN.  Formerly  marine  superintendent  in  charge  hen 

Mr.  Parker.  Yes,  sir ;  I  am  quite  well  acquainted  with  him. 

The  Chairman.  Has  he  charge  of  any  wharves? 

Mr.  Parker.  I  believe  he  is  associated  with  the  State  piers  at  ^^ 
London.    That  is  the  only  one  I  know  of  that  he  is  associated  wit! 

The  Chairman.  Are  we  using  those  piers? 

Mr.  Parker.  Yes,  sir.  We  have  seven  ships'  at  the  present  tim 
tied  up  there,  at  the  rate  of  $15  per  day. 

The  Chairman.  Is  that  a  reasonable  rate? 

Mr.  Parker.  It  is  the  best  that  we  are  getting  anywhere  else.  0 
course,  it  is  in  a  remote  place. 

The  Chairman.  Do  you  have  jurisdiction  over  the  withdrawal  o 
ships  from  commerce  and  the  putting  of  them  in  storage? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Who  has  that  ? 

Mr.  Parker.  That  is  done  in  Washington,  with  Mr.  Andrews  an 
Mr.  Foster,  the  representatives  here  in  New  York. 

The  Chairman.  Do  you  know  whether  any  Shipping  Board  re] 
resentatives  of  ships  operating  either  under  the  M.  O.  agreement  < 
by  the  division  of  oj^erations  are  under  bond? 

Mr.  Parki:r.  Anv  of  the  operators  ? 

The  Chairman.  Yes. 

Mr.  Parker.  I  do  not  know,  sir. 
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The  Chairman.  If  I  understand  correctly,  there  is  an  engineer 
tboard  a  ship. 

Mr.  Parker.  Yes.  sir. 

The  Chairman.  And  a  steward  aboard  a  ship  ? 

Mr.  Parkbr.  Yes,  sir. 

The  Chairman.  And  a  captain  aboard  each  ship  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  All  of  whom  have  authority  to  contract  bills  for 
the  vessel  ? 

Mr.  Parker.  When  abroad ;  yes,  sir. 

The  Chairman.  And  then  there  is  the  port  captain  and  the  port 
engineer  and  the  port  steward  in  the  home  port,  who  have  authority 
to  contract  obligations  against  the  Shipping  Board  on  account  of 
their  ship  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Are  any  of  those  officials,  if  you  kjiow,  bonded? 

Mr.  Parker.  Not  to  my  knowledge.  Oh,  I  beg  pardon.  In  some 
cases  they  are.  I  do  not  know  whether  they  are  in  all  cases,  but  I 
know  that  a  man  came  in  to  me  three  days  ago,  I  think  it  was,  and 
he  was  the  superintending  engineer,  and  he  told  me  he  was  under  a 
$20,000  bond.  He  was  with  the  Seager  Trading  Co.  That  is  the 
only  case  I  know  of. 

The  Chairman.  Do  you  know  of  cases  where  the  Shipping  Board 
has  required  bonds  to  be  furnished  by  men  whom  they  have  ap- 
pointed to  these  positions  ? 

Mr.  Parker.  No,  sir;  I  do  not  know  it.     It  may  be,  however. 

The  Chairman.  Do  you  think  that  w^ould  be  ^)racticable  ^ 

Mr.  Parker.  I  do,  sir.  I  think  it  would  eliminate  a  whole  lot  of 
this  cussedness  abroad.  I  believe  if  we  sliould  put  our  captains 
under  bond  that  it  would  overcome  a  whole  lot  of  these  excessive 
charges. 

The  Chairman.  Have  vou  made  anv  such  recommendation? 

Mr.  Parker.  Not  in  writing.  I  have  talked  the  matter  over  with 
liy  superiors  several  times  and  quite  often,  so  often  that  I  almost 
fear  I  have  become  obnoxious  to  them. 

The  Chairman.  What  is  your  suggestion  as  to  remedying  this 
locking  situation  here  in  New  York? 

Mr.  Parker.  For  us  all  to  pull  together  and  put  our  ships  either 
it  anchor  or  at  isolated  places,  like  Prawls  Island,  or  Jamaica  Bay, 
ind  let  these  whai'ies  remain  idle  for  a  little  while.  I  think  is  would 
'ery  likely  cause  them  to  come  to  time. 

The  Chairman.  I  think  you  said  you  did  know  of  one  in- 
tance  where  a  ship  o[)erator  under  an  M.  O.  agreement  was  also 
he  lessee  of  a  wharf  and  was  charging  the  Shipping  Board  a 
wharfage  in  excess  of  the  State  rate? 

Mr.  Parker.  No:  that  is,  I  do  at  a  repair  yard.  I  know  of  several 
ases  of  that  kind;  that  is,  it  is  from  a  verbal  conversation.  The 
Jnited  States  Mail  or  the  France-Canada  Line  had  a  pier  leased, 
'hey  are  managers  and  operators  of  some  of  our  ships,  and  I  asked 
lem  what  wharfage  they  were  charging  those  ships  lying  at  the 
ier,  and  they  said  $100  a  day.  That  was  way  in  excess  of  what  it 
lould  be.  'f  hey  were  dead  ships. 
The  Chairman.  They  were  tied-up  ships? 
Mr.  Parker.  Yes,  sir. 
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The  Chairman.  Do  you  know  of  any  instance  in  this  vicinit 
in  your  district  where  steamship  concerns  have  taken  a  leas 
have  the  use  of  piers  formerly  under  the  jurisdiction  of  the 
and  Navy  Departments  and  who  are  operating  ships  of  the  Ship 
Board  under  an  M.  O.  agreement  and  charging  them  wharfage? 

Mr.  Parker.  No  ;  I  can  not  quote  positively  on  that,  but  the  J 
son  Line  and  the  Cosmopolitan  Line  are  occupying  the  Hob( 
piers. 

The  Chairman.  They  were  formerly  under  the  War  Departm 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  know  what  they  are  charging? 

Mr.  Parker.  No,  sir ;  I  do  not  know  their  rates. 

The  Chairman.  Do  you  know  that  they  are  charging  anything 

Mr.  Parker.  I  can  not  say. 

The  Chairman.  Isn't  that  under  your  supervision? 

Mr.  Parker.  I  have  been  butting  in  on  that.     It  is  not  supp 
to  be  under  my  supervision,  and  I  am  not  supposed  to  interfere 
managers  and  operatoi-s  unless  a  thing  points  out  very  clearly. 

The  Chairman.  Who  has  charge  of  wharfage  here? 

Mr.  Parkeh.  The  wharfage  of  ships  under  the  division  of  opi 
tions  I  have,  but  not  of  the  ships  of  managers  and  operators.  ^ 
quest  managers  and  operators  to  come  down  in  their  prices,  b 
have  no  authority  to  compel  them  to  do  so. 

Tiie  Chairman.  Under  what  agreement  are  Shipping  Board  s 
being  ooerated  now— M.  ().  1,  M.  O.  2,  M.  O.  3,  or  M.  O.  4? 

Mr.  Parker.  I  think  under  M.  ().  4. 

The  Chairman.  Do  you  think  M.  ().  4  has  been  put  into  operat 

Mr.  Parker.  In  many  instances,  I  think. 

The  Chairman.  Do  you  know  whether  it  was  made  retroacti 
dated  back  ? 

Mr.  Parker.  That  I  could  not  tell  vou.  You  see  that  comes  ui 
the  allocation  department. 

The  Chairman.  Who  is  in  charge  of  that  here? 

Mr.  Parker.  Mr.  Andrews  and  Mr.  Foster.  Word  comes  up  f 
Washington  that  a  ship  is  being  allocated  or  assigned  to  a  cer 
concern,  and  they  pass  the  word  on. 

The  Chairman.  Do  you  have  anything  to  do  with  repair  va 
Captain? 

Mr.  Parkek.  Only  the  repair  of  ships  under  the  division  of  op 
tions.  I  have  nothing  to  do  with  the  yards,  only  with  the  re): 
of  shii)s  under  the  division  of  operations. 

Tlie  Chairman.  Do  you  call  for  bids? 

Mr.  Pakkek.  Yes;  wc  have  been  doing  it  lately,  that  is,  in  tw 
three  instances. 

Tlie  Chairman.  You  award  the  contract? 

Mr.  Parker.  Yes,  sir.  That  is,  the  Marine  Department  does 
through  the  Construction  and  Repair  Department.  I  will  quot 
instance :  If  it  is  found  necessary  for  repairs  to  be  done,  we  hav 
inspection  made,  and  make  a  requisition  setting  forth  the  reqi 
repairs.  We  send  that  to  the  Construction  and  Repair  Departr 
and  tell  them  to  get  bids  on  the  work  and  give  it  to  the  lowest 
der.  But  the  repairs  are  really  in  the  hands  of  the  Construction 
Repair  Department. 
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be  Chairman.  Woiild  you  say  that  the  matter  of  operations  of 

s  under  the  managin^s^  operators  agreement,  and  also  of  the  ships 

g  operated  by  the  Division  of  Operations,  including  the  matter 

Iry  docking  and  repairs,  are  all  under  sufficient  supervision  or 

ection  to  safeguard  a^inst  excessive  expenditures  oi  money? 

r.  Parker.  I  am  afraid  not,  sir. 

lie  Chairman.  Would  you  believe  it  practicable  for  each  ship 

ated  under  an  M.  O.  agreement,  to  have  a  representative  of  the 

)ping  Board  constantly  aboard  that  ship  to  supervise  any  ex- 

litures  made  necessary? 

r.  Parker.  I  think  that  any  repair  work  should  be  investigated 

re  being  approved^  by  the  ship's  owner,  which  is  the  Shipping 

•d. 

le  Chairman.  Isn't  that  done  now,  in  a  way? 

r.  Parker.  Well,  only  in  a  way,  sir. 

le  Chairman.  Do  you  think  the  method  could  be  improved 

I? 

r.  Parker.  I  do,  sir. 

le  Chairman.  In  what  way? 

r.  Parker.  By  having  a  competent  representative  go  aboard  tlie 

and  make  a  thorough  inspection;  open  up  the  machinery  wher- 

defects  are  reported  to  exist,  and  get  estimates  before — well,  to 

erate  with  managers  and  operators.     Keally,  my  idea  would  he 

)  the  same  as  the  commercial  lines  do.    The  Government  owns 

jhips,  why  not  let  the  Government  repair  the  ships?     My  idea 

seem    strange  to  you,  sir,  but  when  1  came  out  here  from  the 

fie   coast    in    1917,   I    came   out   in    a    Shipping   Board    ship. 

was  under  charter  to  Williams,  Diamond  &  Co.,  at  so  much 

ton,  and  manned  and  stored  at  that  rate.     I  believe  that  is 

inly  system  by  which  we  are  ever  going  to  make  a  success  of  our 

Timient -owned  ships. 

le  Chairman.  Does  that  mean  a  charter  upon  the  bare-boat 

• 

r.  Parker.  Xo,  sir.  On  the  bare-boat  basis  you  give  the  oper- 
too  much  opportunity  to  run  up  excessive  bills, 
le  Chairman.  Then  this  plan  of  yours  is  really  more  than  the 
boat  basis  and  a  little  less  than  the  M.  O.  agreement? 
:.  Parker.  Yes.  It  is  a  case  of  this  kind:  You,  as  the  owner, 
the  ship,  and  I  have  a  certain  amount  of  freight  to  distribute 
i  one  poll  to  another,  say  10,000  tons.  I  make  application  to 
for  a  ship  to  take  these  10,000  tons  of  freight,  and  ask  you  for 
price  for  the  delivery  of  those  goods.  The  ship  is  all  equipped 
le  Government,  and  all  the  repairs  are  done  by  the  Government, 
the  manning  is  done  by  the  Government.  One  of  our  greatest 
•s  to-day  in  the  Shipping  Board  is  permitting  managers  and 
ators  to  put  their  own  selection  of  men  aboard  ships.  That  is 
•e  the  fraudulent  work  is  done  abroad  so  much.  Say  here  is  a 
who  is  a  captain  and  who  goes  aboard  a  ship  to-day.  He  makes 
rcessful  voyage  and  he  is  a  good  ship  master.  He  comes  back, 
then  his  sliip  is  taken  away  from  him  and  allocated  to  another 

»rn. 

imediately  on  the  allocation  the  other  concern  says  to  the  cap- 

"  We  have  no  more  use  for  you.    We  have  a  man  of  our  own 

we  will  put  pn  there."    That  fellow  is  then  out  in  the  street 
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looking  for  a  job.  The  next  ship  he  gets  aboard  of  he  sees  an 
portunity  to  make  an  inning  Ijefore  the  time  when  he  will  been 
street  again,  and  he  just  goes  ahead  and  makes  it.  What  we 
do  would  be  to  put  our  chief  engineer  or  our  own  crew  on  t  a! 
I  think  the  repairing  and  manning  of  Shipping  Board  ships  by 
Shipping  Board  is  the  proper  system. 

The  Chairman.  That  keeps  the  Ciovernment  in  the  work  of  (b 
operation  of  ships  ? 

Mr.  Parker,    i  es,  sir ;  and  we  are  in  it  now. 

The  Chairman.  It  is  ratlier  an  expensive  way,  isn't  it? 

Mr.  Parker.  I  think  it  is  less  expensive. 

The  Chairman.  You  do? 

Mr.  Parker.  You  consult  any  old-time  shipping  concern,  and  sij 
you  go  to  them,  for  instance,  and  say :  "  I  want  a  ship,  but  I  wint  to 
select  my  captain  and  chief  engineer."  They  will  tell  you  that  jw 
can  not  have  their  ship,  localise  the}'  want  their  own  men  thereto 
see  that  the  ship  is  kept  up  properly. 

The  Chair^ian.  Did  you  make  any  detailed  investigation  or  iB- 
(j^uiry  into  these  boats  received  from  the  Submarine  Boat  Corpoii- 
tion.  Captain ?  I  mean  to  ascertain  how  it  happened  that  those pb§- 
sels  were  turned  over  in  the  shape  they  were  despite  the  inspectioB 
or  work  of  the  Shipping  Board  employees  or  officials? 

Mr.  Parker.  Yes;  I  made  that  rei>ort  to  my  superiors.  TheW 
that  came  to  my  notice  was  given  to  Capt.  Ferris.  Also  at  that  tin* 
Mr.  Scott  was  then  superintending  engineer.  I  called  their  att^- 
tion  to  it.  Thev  said  thev  would  take  steps  to  do  it,  and  thev  soi 
they  had  done  it.  But  they  said  they  were  overruled,  that  the  dups 
were  being  built  as  per  specifications  and  they  could  not  do  anything 
else  but  accept  them  as  they  were. 

The  Chairman.  Would  the  matter  of  defective  riveting  and  other 
defective  Avorkmanship  and  material,  which  was  discovered,  as  I  un- 
dei-stand  you,  indicate  to  you  that  they  were  being  constructed  »^ 
cording  to  the  specifications? 

Mr.  Parker.  I  believe  they  were,  sir;  that  is,  not  as  to  work- 
manship. 

The  Chairman.  No. 

Mr.  Parker.  But  as  to  design,  yes. 

The  Chairman.  As  to  design  j 

Mr.  Parker.  Yes,  sir.  , 

The  Chairman.  But  do  you  think  that  the  specifications  permitted 
defective  riveting? 

Mr.  Parker.  S^o,  sir;  no,  no;  that  is  workmanship,  that  isvorK- 
manship.  , 

The  Chairman.  Do  you  know  whether  or  not  at  the  time  that  ^orfe 
was  going  on,  it  had  been  brought  to  anybody's  attention  that  it  ^^^ 
being  performed 

Mr.  Parker  (interposing).  I  know  that  they  told  me — I  did  nw 
perscmally  interview  the  Submarine  Boat  Corporation,  but  my  su- 
periors told  me  that  they  had,  and  that  they 

The  Chairman.  Who  were  your  superiors  who  told  a-ou? 

Mr.  Parker.  At  that  time  it  was  Capt.  Ferris. 

The  Chairman.  Capt.  Ferris? 

Mr.  Parker.  Yes,  sir;  Capt.  Ferris. 

The  Chairman.  Here  at  New  York?  # 
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ir.  Parker.  Yes. 

Hie  Chairman.  He  said  that  he  had  interviewed  the  Submarine 

It  Corporation  ? 

tr.  Parker.  Yes,  sir. 

Phe  Chairman.  Now,  did  the  Government  have  to  pay  for  putting 

se  ships  in  shape  ? 

ir.  Parker.  Yes,  sir. 

lie  Chairman.  Or  was  it  done  by  the  builder? 

4 r.  Parker.  No,  sir ;  the  Government  had  to  pay  for  it  as  I  under- 

ad.    Mr.  Jett  succeeded  Mr.  Bunker;  I  called  his  attention  to  it, 

I  he  said  he  had  taken  the  matter  up  with  them  and  they  had  just 

ply  ignored  him. 

ihe  Chairman.  How  many  ships  were  there  of  that  soil;,  that  you 

4r.  Parker.  I  could  not  recall  the  exact  number,  sir,  but  they  were 

nerous.     Nearly  every  submarine  boat  was  of  that  nature.     Of 

irse,  prior  to  the  armistice  being  signed,  why,  we  did  not  take  such 

lat  exception  to  it,  at  the  poor  delivery,  because  it  was  ships  we 

nted,  regardless  of  their  condition;  but  after  the  armistice  we 

sed  a  considerable  of  a  noise  about  it.    It  did  not  meet  with  any 

ults,  though. 

Rie  Chairman.  Are  those  ships  being  operated  today? 

^Ir.  Parker.  Some  of  them ;  a  great  many  of  them  are  being  laid 

though,  sir ;  a  gi*eat  many. 

^he  Chairman.  jIow  about  ships  out  of  New  York,  are  there  quite 
5w  being  laid  up  ? 
fr.  Parker.  Oh,  yes,  sir. 
^he  Chairman.  What  is  the  reason  for  that? 
fr.  Parker.  Well,  I  think  that  is  general  depression  in  business, 
rading. 

'he  Chairman.  Are  any  of  the  old  established  lines  laying  up  any 
heir  craft  ? 

Ir.  Parker.  I  think  so;  yes,  sir. 
'he  Chairman.  They  are? 
Ir.  Parker.  Oh,  yes. 

"he  Chairman.  So  it  is  a  general  condition? 

Ir.  Parker.  I  think  so.  i  find  out.  sir,  that  abroad  it  is  very 
ch  the  same,  in  Europe.  European  maritime  countries  are  laying 
lots  of  their  ships,  too. 

'he  Chairman.  With  the  revival  of  business  conditions,  do  you 
Is:  to  see  our  shipping  interests  restore  these  Shipping  Board  ships 
commerce  ? 

Ir.  Parker.  I  do  not  see  anything  to  prevent  it,  sir;  I  do  not  see 
thing  to  prevent  it. 

^he  Chairman.  When  these  ships  are  laid  up,  under  the  present 
eement,  who  is  responsible  for  repairs? 
At,  Parker.  The  Division  of  Operations.  ^ 

The  Chairman.  And  also  responsible  for  the  storage  of  them,  and 

care  ? 

tf r.  Parker.  Yes,  sir ;  and  the  upkeep ;  yes,  sir. 
The  Chairman.  All  the  operator  has  to  do  is  to  sail  in  with  his 
p,  unload  his  cargo  and  say, ''  Here  is  your  boat,  we  are  not  going 
operate  it,  because  business  is  bad,"  and  then  the  responsibility 
?s  upon  the  Shipping  Board  or  the  Fleet  Corporation? 
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Mr.  Parker.  Yes,  sir. 

The  Chairman.  How  large  are  those  submarine  boat  ships;  were 
they  all  of  one  size  I 

ilv,  Parker.  About  5,500  tons.  They  vary  a  little,  from  5,500  to 
5,700,  and  about  5,200.  Some  of  them  I  think  are  down  as  low  as 
5,000,  but  they  will  average  about  5,400  or  5,500. 

The  Chairman.  Are  they  oil  burners  or  coal? 

Mr.  Parker.  Some  oil  and  some  coal. 

The  Chairman.  Do  you  have  anything  to  do  with  saying  when  a 
ship  shall  be  converted  from  a  coal  burner  to  an  oil  burner? 

Mr.  Parker.  No,  sir. 

The  Chairman.  Is  that  a  Construction  and  Repair  matter? 

Mr.  Parker.  That,  I  think,  is  decided  in  Washington  mostly. 

The  Chairman.  By  the  Shipping  Board? 

Mr.  Parker.  Yes,  sir.    I  think  the  commissioners  do  that. 

The  Chairman.  Do  you  report  at  all  to  the  Division  of  Oi)€ra- 
tions  ? 

Mr.  Pahker.  Oh,  yes ;  I  report  to  Mr.  George  Sterling ;  he  is  my 
superior. 

The  Chairman.  What  is  his  title? 

Mr.  Parker.  He  is  the  assistant  director. 

The  Chairman.  Of  operations?  I 

Mr.  Parker.  Yes^  sir.  ; 

The  Chairman.  He  reports  to  Capt.  Foley  at  Washington?  ' 

Mr.  Parker.  Yes,  sir.  ! 

The  Chairman.  You  have  nothing  to  do  with  auditing  the  ac-    } 
counts  of  operations? 

Mr.  Parker.  Only  to  look  over  the  accounts,  such  as  the  payrolls 
or  bills  contracted  while  under  the  Division  of  Operations.  I  have 
to  do  with  that  altogether. 

The  Chairman.  Just  to  revert  to  your  suggestion  a  few  moments 
ago,  about  manning  and  storing  ships;  do  you  know  of  any  such 
arrangement  which  has  been  tried  out  upon  any  Government  ships' 

Mr.  Parker.  No,  sir,  not  in  any  Government  ships — ^yes,  the  one 
as  I  tell  you.     As  I  understand  it,  the  way  the  Shipping  Board's    j 

flans  were  in  the  making,  was  to  charge  so  much  per  ton  per  ship,     j 
am  not  positive  that  the  manning  and  storing  w^ere  included  in 
that  or  not,  but  that  was  under  the  conditions  that  I  came  around 
from  San  Francisco  to  New  York. 

The  Chairman.  That  w^as  the  M.  O.  2,  was  it  not? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  That  was  changed? 

Mr.  Parker.  Yes.  sir. 

The  Chairman.  How  many  men  have  you  in  your  department, 
under  your  jurisdiction? 

Mr.  Parker.  I  could  not  tell  you  right  offhand,  but  including  the 
shij)s  that  are  under  our  management  now,  the  crews,  you  know,  ^^ 
the  neighborhood  of  500. 

The  Chairman.  500? 

Mr.  Parker.  Yes,  sir. 

The  ("hairman.  Do  you  know  the  Green  Star  Co.;  does  that 
operate  from  New  York? 

Mr.  Parker.  Well,  T  know  of  them,  yes,^ir.  We  do  business  with 
them,  in  a  way. 
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The  Chairman.  What  business  do  you  have  to  do  with  them? 

Mr.  Parker.  Well,  only  in  the  approving  of  the  personnel. 

The  Chairman.  Approving  of  the  personnel  ? 

Mr.  Parker.  Yes,  sir,  and  the  physical  inspection  of  all  of  the 
ships  under  their  management. 

The  Chairman.  Well,  you  have  no  more  to  do  with  them  than  you 
have  to  do  with  other  operators  ? 

Mr.  Parker.  No,  sir ;  no,  no,  not  at  all. 

The  Chairman.  Do  I  understand  you  to  say  that  if  an  operator 

s  a  Shipping  Board  ship,  and  he  takes  it  from  New  York  to 
Uverpool,  for  instance,  and  return,  and  on  the  return  voyage  he  gets 
into  difficulties,  you  have  the  authority  to  have  that  captain  re- 
moved ? 

Mr.  Parker.  Yes,  sir;  provided  we  find  he  is  guilty.  We  can  have 
^M  removed  immediately  on  that  finding. 

The  Chairman.  Well,  now,  do  you  take  the  finding  that  you  make 
r'ourself,  or  the  finding  of  the  United  States  inspectors? 

Mr.  Parker.  We  do  not  do  any  business  with  the  United  States 
ocal  inspectors  at  all.    I  tried  to  do  it  in  the  start. 

The  Chairman.  Well,  though,  in  the  case  of  a  collision 

Mr.  Parker.  Oh,  in  the  case  of  a  collision  we  turn  that  over  to 
hem ;  but  in  many  instances  we  have  reversed  their  decision,  simply 
^ause  they  told  me,  in  the  early  stages  of  our  enterprise  here,  the 
'hipping  Board  enterprise,  that  men  were  so  scarce  that  they  had  to 
verlook  a  lot  of  these  errors  that  were  made,  such  as  the  grounding 
f  a  ship.     I  have  had  to  take  masters  out  of  ships  that  the  local  in- 
jectors refused  to  take  out.  after  they  had  done  a  lot  of  damage. 
The  Chairman.  So  that  wliere  tlie  United  Static  inspectors  have 
ild  an  inquiry  and  have  not  de^ed  the  incident  of  sufficient  impor- 
Mce  to  discipline  the  master,  tne  Shipping  Board  has  looked  into 
e  matter  and  investip:ated  it.  and  has  disciplined  him? 
Mr.  Parker.  Yes,  sir. 
The  Chairman.  Or  dismissed  him? 

Mr.  Parker.  Yes,  sir.  I  might  quote  a  couple  of  instances,  if  you 
sh  to  have  them. 

The  Chairman.  Well,  perhaps  it  would  be  well  for  the  record, 
iptain,  if  you  could  give  us  a  couple  of  cases  where  that  has  oc- 
rred^and  what  the  infraction  was. 

Mr.  Parker.  I  can  not  recall  the  names  of  the  ships,  but  there  were 
^o  ships  that  were  grounded  here  on  the  Jersev  Coast  in  a  thick  fog. 
ri  one  a  man  kept  dropping  the  lead  over  and  running  into  shoaler 
ater,  and  continued  on  the  same  course  until  he  ran  into  the  shore, 
he  local  inspectors  did  not  deem  it  sufficient  to  take  his  license  away, 
It  we  dismissed  the  man.     There  were  two  cases  the  same  night. 
The  Chairman.  Is  that  shown  in  the  log  book? 
Mr.  Parker.  Oh,  yes,  surely.     In  the  other  case  the  same  night  a 
an  ran  his  ship  ashore  in  a  thick  fo^,  but  never  sounded,  never  took 
cast  of  the  lead — both  violations  of  the  Marine  Laws. 
The  Chairman.  Did  the  inspectors  hold  an  inquiry  in  that  case? 
Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  did  not  do  anything  about  it? 
Mr.  Parker.  No,  sir. 

The  Chairman.  And  you  dismissed  the  man? 
Mr.  Parker.  Yes,  sir. 
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The  Chairman.  How  lon^  had  that  man  been  a  sea  captain? 

Mr.  Parker.  Why,  they  both  had'  been  old  sea  captains ;  both  of 
them. 

The  Chairman.  Well,  it  is  quite  frequent,  is  it  not 

Mr.  Parker.  Oh,  yes. 

The  Chairman  (continuing).  That  sea  captains  will  go  along  in  a 
fog  without  sounding  ?  • 

Mr.  Parker.  Well,  no;  I  would  not  say  it  is  quite  frequent.  Thoser 
were  a  couple  of  the  most  flagrant  cases  I  ever  met. 

The  Chairman.  Were  the  ships  damaged  to  any  extent? 

Mr.  Parker.  Oh,  yes ;  they  had  to  be  docked.  ' 

The  Chairman.  Had  to  be  docked  ? 

Mr.  Parker.  Yes,  sir ;  had  to  be  docked. 

The  Chairman.  Were  thev  ships  operated  under  the  operators.^ 
agreement? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Or  Division  of  Operations? 

Mr.  Parker.  Yes;  they  were  under  the  operators'  agreement.  On^^ 
was  by  the  Paragon  Steamship  Co.,  I  think,  and  the  other  by  J.  ff  - 
Winchester  &  Co. ;  Capt.  Clark  and  Capt.  Mansfield. 

The  Chairman.  Any  questions.  Mr.  Steele? 

Mr.  Steele.  Captain,  I  do  not  think  I  was  present  at  your  previous 
examination.  I  understand  a  considerable  part  of  the  matter  you  have 
testified  to  here  was  covered  bv  vour  previous  testimony. 

Mr.  Parker.  Some  of  it.  t  do  not  think  I  went  into  quite  as  miicli 
detail  as  I  have  this  time. 

Mr.  Steele.  This  coal  transacticm  which  you  have  referred  to,  of 
the  Dio 

Mr.  Parker.  That  was  oil,  sir.       • 

Mr.  Steele.  That  was  oil  ? 

Mr.  Parker.  Oil  fuel. 

Mr.  Steele.  Was  that  covered  by  your  previous  testimony?  I 
simply  do  not  care  to  re|)eat. 

Mr."  Parker.  No;  I  think  not.  I  do  not  think  it  was;  was  it,  Mr. 
Walsh? 

The  Chairman.  I  do  not  think  we  inquired  of  you,  Captain. 

Mr.  Parker.  No. 

The  Chairman.  You  may  have  been  present  when  some  other  wit- 
ness was  interrogated. 

Mr.  Parker.  No,  I  was  not.  I  went  right  out  of  the  room  as  soon 
as  vou  were  through  with  me. 

ilr.  Steei^.  It  was  brouglit  out  by  some  of  the  other  witnesses? 

The  (^hairman.  Oh,  yes,  by  the  steward,  I  think,  aboard  the  ship- 
Mr.  Steele.  Now,  you  have  stated.  Captain,  that  in  your  judg- 
ment the  board  has  been  imposed  upon,  not  by  officials,  but  by  repre* 
sentative  of  operators? 

^fr.  Parker.  Yes,  sir. 

Mr.  Ste^^le.  What  was  the  character  of  that  imposition? 

Mr.  Parker.  Well,  in  the  purchase  of  supplies,  and  also  the  non- 
upkeep  of  the  ships.  We  have  taken  ships  away  from  managers  and 
operators  for  that  same  cause. 

Mr.  Steeli:.  And  that,  you,  say,  has  been  corrected? 

Mr,  Parker.  Yes,  sir,  we  are  correcting'  those  cases  whenever  we 
meet  up  with  them. 
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Mr.  Steele.  Now,  these  defects  that  you  have  referred  to  in  the 
submarine  boats,  they  were  defects  in  original  construction,  were 
:hey  ? 

Ar.  Parker.  Yes,  sir,  in  the  design. 

Mr.  Steele.  Well,  the  design,  of  course,  the  contractor  has  nothing 
to  do  with. 

Mr.  Parker.  No  ;  as  I  understand  it,  sir,  the  design  was  by  Govern- 
ment officials. 

Mr.  Steele.  Yes.  So  that  there  is  no  charge  against  the  contractor 
for  conforming  with  the  Government's  own  design? 

Mr.  Parker.  Xo,  sir,  no.  I  can  not  see  where  that  would  be.  The 
only  thing  is,  we  ought  to  have  remedied  that  design  as  soon  as  we 
found  it  defective. 

Mr.  Steeijs.  I  agree  with  you  there.  But  I  am  trying  to  get  at 
now  just  where  the  contractor  fell  down  on  his  work. 

Mr.  Parker.  Well,  the  contractor  would  fall  down  on  his  work, 
as  Mr.  Walsh  says  here,  when  he  referred  to  the  riveting. 

Mr.  Steele.  Yes. 

Mr.  Parker.  And  in  the  general  workmanship. 

Mr.  Steele.  (Jeneral  workmanship.  Well  now,  were  there  Gov- 
ernment inspectors  on  those  vessels  during  the  time  of  their  con- 
struction? 

Mr.  Parker.  Yes,  sir. 

Mr.  SrEELJi.  And  this  workmanship  passed  their  inspection? 

Mr.  Parker.  Yes. 

Mr.  Steelk.  And  wns  the  attention  of  the  contractors  called  to 
the  defect  ? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  It  wasi! 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  And  vet  there  was  no  charge  made  against  the  con- 
tractor? 

Mr.  Parkek.  Apparently  not.    I  do  not  know  of  any,  sir. 

Mr.  Steele.  Have  you  any  knowledge  on  that  subject? 

Mr.  Parker.  1  do  not  know  of  any  charge.  I  do  not  know  where 
those  contractors  have  ever  been  called  on  to  make  good. 

Mr.  Steele.  Have  you  ever  made  any  inquiry  on  that  subject? 

Mr.  Parker.  Well,  I  have,  yes;  and  been  told  that  they  could  not 
lo  anvthinff.    Mr.  Hunker  and  Mr.  Jett  and  Mr.  Mason,  all  three. 

ey  were  men  in  charge  of  the  construction  and  repair  department, 
'^ith  whom  I  took  the  matter  up,  told  me  that  they  had  used  every 
'ffort,  to  no  avail. 

Mr.  Steei^e.  That  is,  to  obtain  an  adjustment  of  that  defect  with 
'he  contractors? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  That  was  the  Submarine  Boat  Co.? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Over  here  at  Xewark? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  And  there  were  a  number  of  such  vessels,  you  say? 

Mr.  Parker.  Yes,  sir;  there  were  a  number  of  them.  I  would  say 
there  were  more  than  40. 

Mr.  Steele.  More  than  40.  And  those  defects,  you  say,  were  after- 
wards remedied  by  the  Government  itself? 
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Mr.  Parker.  In  a  great  measure.  There  are  some  of  those  defects 
that  still  exist,  sir. 

Mr.  Steele.  But  wherever  they  were  remedied  by  the  (Tovernment, 
you  say  that  the  Government  did  so  at  its  own  expense? 

Mr.  Parker.  To  the  best  of  my  knowledge ;  yes,  sir.  It  was  done 
by  the  construction  and  repair  department,  and  they  told  me  that 
it  was  done  at  the  Government's  expense.         , 

Mr.  Steele.  And  no  charge  back  to  the  contractor  for  it? 

Mr.  Parker.  That  is  what  they  told  me;  yes,  sir. 

Mr.  Steele.  That  is  what  they  told  you  ? 

Mr.  Parker.  But  I  could  not  swear  to  it,  you  know.  I  am  only 
voicing  their  words  to  me. 

Mr.  Steeij-:.  As  I  understand  it,  you  have  no  direct  information 
of  your  own? 

Sir.  Parker.  No,  sir. 

Mr.  Steele.  You  are  only  rei^eating ^ 

Mr.  Parker.  That  is  all. 

Mr.  Steele  (continuing)..  What  officers  have  told  you? 

Mr.  Parker.  That  is  all.  I  took  the  matter  up  with  them  about 
the  defects,  and  this  is  their  reply. 

Mr.  Steele.  And  if  there  is  any  mistake  about  it,  it  is  due  to  the 
misinformation  given  to  you? 

Mr.  Parker.  What  is  that,  sir? 

Mr.  Steele.  If  there  is  any  mistake  about  it,  it  is  due  to  the  mis- 
information given  to  3'ou? 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Now  the  case  of  the  Easterner,  did  vou  testifv  to  that 
before,  Captam? 

Mr.  Parker.  No,  sir. 

ilr.  Steele.  You  did  not.  That,  however,  simply  resolves  itself 
down  to  this,  that  you  were  informed  that  a  charge  was  made  of 
$100  per  day,  but  no  such  charge  was  actually  made  to  the  Govern- 
ment i 

Mr.  Parker.  No,  sir. 

Mr.  Steele.  So  the  Government  lost  nothing  there? 

Mr.  Parker.  Nothing ;  no.  I  think  it  would  have,  though,  if  I 
had  not  checked  it  uj). 

Mr.  Steele.  Now  I  understand  that  you  dissent  from  the  bare 
boat  idea? 

Mr.  Parker.  I  am  only  working  on  the  theory  or  the  practice 
of  old  practical  steamship  companies  that  have  built  up  a  rep^" 
tation  and  a  fortime  on  those  lines. 

Mr.  Sti':ele.  Yes.  Well,  that  policy  has  not  yet  been  inaugu- 
rated, as  I  understand? 

Mr.  Parker.  Never;  no,  sir. 

ifr.  Steele.  It  is  simply  under  discussion  or  consideration? 

Mr.  Parker.  I  hope  to  see  it  inaugurated,  though. 

Mr.  Steele.  You  hope  to  see  it  inaugurated? 

Mr.  Parker.  I  do ;  yes,  sir. 

Mr.  Steele.  That  is,  the  bare  boats? 

Mr.  Parker.  No,  sir:  the  boats  equipped. 

The  Chairman.  Manned  and  stored? 

Mr.  Parker.  Yes,  manned  and  stored. 

Mr.  Steele.  That  is,  by  Government  officers? 
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fr.  Parker.  Yes,  sir;  by  the  Government,  at  Government  ex- 

se. 

Ir.  Steele.  Now,  as  Mr.  Walsh  suggested,  does  not  that  keep 

Government  in  the  business  all  the  time  more  deeply? 

tr.  Parker.  They  are  in  the  business  all  the  time  as  it  is,  sir, 

ler  any  agreement  we  have  ever  had. 

Ir.  Steele.  But   would   not   the   bare-boat   idea  eliminate  this 

stion  of  operators  imposing  upon  the  Government? 

Ir.  Parker.  I  think  it  would  give  them  a  greater  opportunity. 

Ir.  Steele.  You  think  it  would? 

Ir.  Parker.  When  he  gets  the  bare  boat  he  has  charge  of  the 

•es,  the  supplies,  as  I  understand  it.     I  have  been  told  that 

are-boat  charter  we  are  to  keep  our  hand  off  of.     We  have  a 

e-boat  ship  in  here  now,  sir,  that  we  have  just  taken  over. 

Ir.  Steele.  Well,  those  charges  are  not  made  to  the  Government, 

ugh. 

Ir.  Parker.  Which? 

Ir.  Steele.  They  simply  lease  the  boat,  do  they  not,  practically 

bare  boat  itself?    Is  not  that  the  theory? 

Ir.  Parker.  Yes,  sir ;  they  lease  the  bare 

Ir.  Steele.  And  all  that  the  Government  has  to  do  is  to  see  that 

ir  leased  propertv  is  returned  to  them  in  substantially  the  same 

dition  as  when  they  leased  it? 

Ir.  Parker.  Is  it  returned  to  them,  though,  in  that  condition? 

fe  we  are  receiving  a  ship  to-day,  the  New  Rochelle^  in  a  much 

•S(»  condition  that  what  they  received  her  from  us,  on  a  bare- 

t;  charter  with  option  to  buy. 

Ir.  Steele.  Yes;  but  then  is  not  the  lessee  responsible  for  any 

?rioration  ? 

Ir.  Parker.  What  are  companies  in  the  hands  of  a  receiver  for 

r?     \ATio  is  fathering  that  bill  ? 

Ir.  Steele.  Well,  your  suggestion  of  a  bond  would  meet  that, 

lid  it  not? 

Ir.  Parker.  Well,  I  don't  know.    The  bondsmen  sometimes  fall 

m,  sir. 

Ir.  Steele.  Well,  that  is  about  the  last  resort,  though,  giving  a 

d.    I  only  want  to  get  at  the  merits  of  the  plan. 

Ir.  Parker,  ^'es,  sir.    I  reallv  believe  that  the  Government  would 

better  protected  to  operate  their  ships  the  same  as  the  old-line 

ipanies  have  built  up  their  fortunes  on,  and  that  was,  you  charter 

oat  from  me,  but  I  put  my  representatives  aboard  her  to  see  that 

boat  be  kept  nn  to  her  present  status. 

Ir.  Steele.  Well,  Captain,  don't  you  think  that  private  manage- 

it,  as  the  old-line  companies  had,  can  be  done  more  efficiently 

n  a  Government  can  do  it? 

Ir.  Parker.  Not  if  we  make  the  proper  selection  of  men,  sir;  not 

'e  make  the  proper  selection  of  men. 

Ir.  Steele.  Well,  has  not  our  experience  here,  since  the  armistice, 

1  a  rather  sad  one  in  that  direction  ? 

[r.  Parker.  Simply  because,  I  am  sorry  to  have  to  state  here,  sir, 

,  we  have  not  had  the  proper  selection  of  men. 

[r.  Steele.  I  think  that  is  all.  Captain. 

he  Chairman.  Mr.  Connally? 
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Mr.  C0NNALX.Y.  Have  we  any  hope  that  in  the  future  we  will 
any  better  than  we  have  in  the  past  in  that  respect  ? 

Mr.  Parker.  Well,  that  remains  with  the  Government,  sir.  I  j 
in  hopes,  yes ;  I  am  in  hopes  we  will. 

Mr.  CoxNALLY.  We  are  all  in  hopes. 

Mr.  Parker.  That  remains  with  the  Government,  as  to  th 
methods. 

Mr.  CoNXAixY.  Captain,  when  these  boats  make  purchases  abroi 
who  makes  those  purchases,  the  captain  or  the  steward  or  who? 

Mr.  Parker.  Well,  sometimes  the  captain,  sometimes  the  stewai 
sometimes  the  chief  engineer,  and  sometimes  our  Shipping  Boa 
reoresentative  abroad. 

Mr.  CoNNALLY.  Well,  that  is  exactly  what  I  was  going  to  ask  V( 
Why  is  it  that  you  do  not  have  some  standard  way  of  making  the 
purchases?  Why  does  not  the  Shipping  Board  make  those  Pi 
chases  in  all  cases?     Would  you  not  be  apt  to  keep  better  track  01 

Mr.  Parker.  Sometimes  we  have  found  that  our  shipping  rep 
sentatives  abroad  are  worse  than  the  captains. 

Mr.  Coxxally.  Well,  why  do  you  not  fire  them  ? 

Mr.  Parker.  I  would  if  1  had  my  way  about  it. 

Mr.  Coxxally.  Well,  they  are  under  your  charge,  are  they  not  i 

Mr.  Parker.  No,  sir. 

Mr.  Coxxally.  Under  whose  change  are  they  ? 

Mr.  Parker.  Oh,  no;  I  do  not  reacTi  up  as  high  as  that. 

Mr.  Coxxally.  They  are  under  the  Operations  Divisions,  are  th 
not? 

Mr.  Parker.  No  ;  managers  and  operators  deal  directly  with  Was 
ington. 

Mr.  CoN^XALLY.  I  am  talking  about  your  agents  in  foreign  con 
tries. 

Mr.  Parker.  Oh,  those  men  are  appointed  by  Washington. 

Mr.  Coxxally.  Well,  I  know,  but  they  are  appointed  by  t 
Operations  Division,  are  they  not? 

Mr.  Parker.  They  are  appointed,  as  I  imderstand,  an  official  t 
Shipping  Board  head,  say,  in  Rotterdam,  or  the  Shipping  Boa 
head  in  London  or  Yokohama,  or  whatever  it  may  be,  that  gentl 
man  is  appointed  by  the  commissioners. 

Mr.   Coxxally.  Vou  spoke  about  ships  under  the   Division 
Operations,  and  then  ships  that  were  under  the  managers  and  op< 
ators.    Those  under  the  Division  of  Operations  are  handled  abs 
lutely  by  the  Government,  are  they  ? 

Mr.  I^ARKER.  Yes.  sir. 

Mr.  Coxxally.  They  haul  freight  ? 

Mr.  Parker.  No,  sir ;  we  have  not  been  doing  it  for  some  time.  ^ 
did  do  it. 

Mr.  Coxxally.  That  is  what  I  mean. 

Mr.  Parker.  We  did,  but  not  now. 

Mr.  Coxxally.  What  do  you  do  now  in  those  cases? 

Mr.  Parker.  Well,  now,  we  iust  take  care  of  the  ships  or  the  bo 
that  we  operate  about  the  bay  here. 

Mr.  Coxxally.  Oh,  I  see.     All  ocean-going  stuff,  then,  is  in 
hands  of  managers  and  operators? 

Mr.  Parker.  Yes,  sir. 
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[r.  CoNNALLY.  In  the  case  of  managers  and  operators,  does  their 
:ract  with  the  Government  require  that  they  pay  these  wharfage 
rges,  or  is  that  an  item  that  is  chargeable  to  tne  Government? 
Ir.  Parker.  They  pay  tlie  charges  and  recharge  to  the  Govern- 
t 

[r.  CoNNALi.y.  That  is  what  I  mean;  the  Government's  contract 
J  them,  sir,  makes  the  Government  responsible  for  all  these 
rfage  charges? 

Ir.  Parker.  A  ship  is  always  responsible  for  her  bills,  sir ;  accord- 
to  marine  laws,  a  ship  is  always  responsible  for  her  bills. 
[r.  CoNNALLY.  I  understand  that ;  that  is  all  right  w^ith  reference 
he  law,  but  I  am  talking  about  as  between  the  Government  and 
operator. 

r.  Parker.  The  operator  pays  all  bills, 
r.  (^oNXALLY.  The  operator  pays  all  the  bills? 
T.  Parker.  Yes,  sir. 

r.  CoNNALLY.  liut  you  say  he  recharges  those  bills  in  the  case  of 
rfage,  against  the  Government? 
r.  Parker.  Yes,  he  does. 

r.  CoNNALLY.  So  tlte  contract 

r.  Parker.  The  (jovernment  pays  the  bills  eventually. 

r.  CoNXALLY.  I  see.    That  is  what  I  was  trying  to  get  at.    Then 

operation  under  the  (lovernment  contract  contemplates  that  the 

ernment  pay  these  wharfage  charges,  and  that  is  why  it  is  im- 

ant  that  they  be  reduced  and  cut  down. 

r.  Parker.  Yes,  sir.    The  Government  pays  the  provisioning  of 

ship,  too. 

r.  CoNNALLY.  It  does? 

r.  Pakker.  It  pays  all  bills. 

r.  CoNNALi.Y.  In  the  case  of  the  Leviathan^  have  you  charge  of 

• 

r.  Parker.  No,  sir. 

r.  CoNNALLY.  The  wharfage? 

r.  Parker.  Xo,  sir. 

r.  CoNNALLY.  Do  you  know  what  the  wharfage  charges  of  that 

are? 

r.  Parker.  I  do  not  know  at  all.    I  was  told  to  keep  my  hands 
if  that  ship,  away  back  in  the  early  part  of  1919. 
r.  CoNXALi.Y.  Is  it  still  over  at  the  Hoboken  pier? 
r.  Parker.  Yes,  sir. 

r.  CoNNALLY.  You  spokc  a  while  ago  of  the  (jreen  Star  Line, 
you  familiar  with  the  officials  of  that  company,  to  know  who  they 
ind  so  on?    ^ 

r.  Parker.  No,  sir ;  I  am  not.    I  know  the  port  captain, 
r.  CoNNALLY.  Do  vou  kuow  Mr.  (jillen,  who  used  to  be  connected 

the  Shipping  Board? 
r.  Parker.  No,  sir;  I  never  met  him. 

r.  CoNNALLY.  You  do  not  know  whether  he  is  connected  with 
'ireen  Star  Line  or  not? 
r.  Parker.  No,  sir;  I  do  not.     I  only  know  Capt.  Jeffreys,  the 

captain. 

r.  CoNNALLY.  That  is  all,  I  believe. 

le  Chairman.  Mr.  Foster. 
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Mr.  Foster.  No  questions. 

The  Chairman.  Captain,  there  is  one  matter  I  forgot  to  inq 
about.    Are  there  some  licenses  known  as  '* red-ink"  licenses? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Popularly  so  termed ;  what  are  they  ? 

Mr.  Parker.  There  are  a  lew  still. 

The  Chairman.  What  are  they? 

Mr.  Parker.  Well,  they  are  men  who  were  aliens  prior  to  the  ^ 
They  took  the  oath  of  allegiance,  took  out  first  papers,  and  \ 
granted  a  "  red-ink  "  license ;  that  is,  instead  of  the  writing  h 
in  black  ink  it  was  in  red. 

The  Chairman.  That  indicated  that  they  were  not  citizens  of 
United  States? 

Mr.  Parker.  That  indicated  that  they  were  not  citizens.    It 
just  a  war  measure. 

The  Chairman.  Well,  are  there  quite  a  few  of  those  outstanc 
at  present  ? 

Mr.  Parker.  Quite  a  few  of  them ;  yes,  sir. 

The  Chairman.  And  they  are  upon  ships  operated  under  the  il 
agreements  ?  ^ 

Mr.  Parker.  Some ;  yes.  sir. 

The  Chairman.  And  under  the  division  of  operations? 

Mr.  Parker.  No,  sir;  we  get  them  out  of  there  just  as  quick  aj 
can. 

The  Chairman.  Well,  all  there  are,  then,  as  far  as  the  Shipi 
Board  is  concerned,  are  operating  ships  under  the  M.  O.  agreeiriei 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  do  they  hold  their  ships  while  citizens 
ashorS,  seeking  ships? 

Mr.  Parker.  In  some  instances:  yes,  sir.  We  have  been  aiitl 
ized,  if  a  man  has  only  two  or  three  months'  period  to  run  befon 
gets  his  full  citizenship  papers  and  he  has  performed  his  duty  i 
proper  manner,  it  is  not  good  form  to  remove  him. 

The  Chairman.  Well,  with  reference  to  the  general  situation  1 
in  New  York  as  of  January  1, 1921,  including  wharfage,  repairs, 
erations — all  matters  which  you  have  to  do  with  and  which  are  un 
vour  supervision  and  jurisdiction — would  you  say  that  the  situal 
IS  better  now  than  it  was  on  January  1,  1920? 

Mr.  Parker.  I  think  so,  sir. 

The  Chairman.  And  do  you  think  that  there  is  still  room 
improvement  ? 

Mr.  Parker.  I  do,  sir. 

The  Chairman.  And  that  the  board,  through  your  efforts, 
your  associates  under  you,  is  constantly  making  attempts  to  impi 
conditions  ? 

Mr.  Parkp:r.  We  are,  sir. 

The  Chairman.  Now,  are  you  saving  money  by  reducing  expei 
do  you  think? 

Mr.  Parkkr.  That  is  our  motto,  sir;  that  is  our  aim. 

The  Chairman.  Well,  have  vou  effected  a  saving  during  the 
year,  from  Januar}-,  1920,  to  January,  1921  ? 

Mr.  Parker.  Oh,  I  feel  sure  that  our  ships  are  being  oper 
much  more  economically  and  better  now  than  they  have  ever  l 
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The  Chairman.  With  reference  to  your  personnel,  are  you  improv- 
ing that,  getting  better  men,  more  experienced  men  ? 

Mr.  Parker.  Yes,  sir ;  we  are.  We  are  weeding  out  the  undesir- 
able just  as  fast  as  we  can  get  our  hand$  on  them.  We  stand  no 
nonsense  with  them  at  aU. 

The  Chairman.  And  are  you  putting  experienced  and  qualified 
men  in  their  place  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Do  you  think  you  have  got  a  fairly  efficient  force 
at  the  present  time  here  in  New  York,  as  far  as  your  department 
goes? 

Mr.  Parker.  In  the  office,  do  you  mean  ? 

The  Chairman.  As  far  as  your  department  goes. 

Mr.  Parker.  Well,  with  so  many  of  these  ships  coming  over  from 
managers  and  operators  in  a  dilapidated  condition  in  many  instances, 
I  think  we  will  have  to  increase  our  force,  to  do  justice.  We  have 
to  distribute  them  around  in  the  off-lying  districts  here  in  New  York, 
so  that  it  takes  a  good  deal  more  time  to  get  around  to  them.  I 
think  that  in  the  near  future  we  will  have  to  ask  for  an  increase 
in  the  personnel  in  regard  to  taking  care  of  these  ships. 

The  Chairman.  Captain,  you  wrote  a  letter  after  going  through 
this  report  which  was  furnished  you  the  last  time  you  were  here. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Will  you  look  and  see  if  that  is  the  letter  which 
you  wrote  [handing  witness  paper]  ? 

Mr.  Parker.  This  is  it,  sir. 

The  Chairman.  I  think  that  we  have  inquired  about  all  the  matters 
you  mentioned  in  that  letter  ? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Unless  you  think  of  anything  else  there? 

Mr.  Parker.  No;  I  think  you  have  gone  through  it  pretty  thor- 
oughly, sir.     I  think  you  have  gone  through  it  pretty  thoroughly. 

The  Chairman.  There  is  just  one  sentence  here,  Captain,  that  I 
^ould  like  to  direct  3^our  attention  to,  and  ask  you  if  you  are  of 
ftat  opinion  still : 

^he  pubUc  knows  there  hns  been  a  great  many  errors  taken  place  in  the 
Suited  States  Shipping:  IJoard,  which  is  bound  to  ocvur  in  any  organization  of 
Jjch  magnitude,  but  I  do  believe  that  if  there  bad  be<»n  a  greater  scrutiny  in 
^e  selection  of  officers  in  the  ditTerent  departments,  and  a  mon»  pnictical  and 
^Perienced  class  of  men  engaged,  we  could  have  overcome  a  great  many  of 
^«^8e  errors. 

Mr.  Parker.  Of  course,  that  is  a  pretty  broad  assertion,  sir.     I 

'^Ust  admit  that  in  putting  such  a  fleet  of  ships  into  commission  at 

*^e  time,  requiring  so  many  draftilien  and  so  many  riveters  and  so 

^any  machinists  and  so  many  cai)tains,  mates,  and  engineers,  we 

*^ftd  to  take  on  undesirables  and  incompetents. 

The  Chairman.  That  is  what  I  was  about  to  ask  you. 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  Of  course,  the  available  supply  of  competent, 
qualified,  and  exj^erienced  men  was  not  equal  to  the  demand? 

Mr.  Parker.  !No,  sir. 

The  Chairman.  Rut  do  you  think  now  it  is  possible  to  get  a  com- 
petent force  to  supervise  this  fleet  ? 

Mr.  Parker.  Yes,  sir. 
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The  Chairman.  You  do? 

Mr.  Parker.  Yes,  sir;  I  do.     I  feel  positive  of  it. 

The  Chairman.  And  as  I  understood  you  to  say,  you  felt  that 
the  (lovernment  pot  proper  j^ersonnel — men  of  experience — th 
could  operate  this  fleet  as  efficiently  and  economically  as  private  o 
era tors? 

Mr.  Parker.  I  have  no  reason  to  doubt  it,  sir ;  not  at  all,  if  ^ 
get  the  competent  men.  We  want  competent  men — give  them  t 
proper  compensation  for  their  services.  You  can  not  get  a  hig 
class  man  on  a  small  salary,  but  there  are  men  available;  and  su 
cient  in  number,  I  believe,  if  you  give  them  the  proper  compensatic 
to  operate  these  ships.     Understand  me 

The  Chairman.  Well,  now,  of  course,  proper  men  and  pro{ 
compensation  would  not  overcome  the  excessive  charge  for  wharfa 
here  in  New  York,  would  it? 

Mr.  Parker.  Yes,  sir;  it  would. 

The  Chairman.  How  would  it? 

Mr.  Parker.  By  dogging  them  to  it. 

The  Chairman.    By  what? 

Mr.  Parker.  By  keeping  persistently  at  them  and  compelli 
them  to  come  down.  •  They  told  me  when  I  took  charge  of  t 
wharfage  proposition  that  I  was  going  to  meet  with  such  obstac 
that  I  could  not  overcome  them,  that  I  would  become  so  disagreed 
to  the  public  around  here  that  it  would  be  uncomfortable  for  me. 

The  Chairman.  Well,  did  you? 

Mr.  Parker.  I  have  not  been  made  uncomfortable  at  all. 

The  Chairman.  Have  you  secured  any  reduction? 

Mr.  Parker.  I  have  certainly,  sir. 

The  Chairman.  Well,  have  you  got  it  down  to  the  State  side 

any  case  yet? 

Mr.  Parker.  In  many  cases,  yes,  sir;  many  cases. 

The  Chairman.  Have  you  eliminated  the  operators  leasing  pi 
and  charging  that? 

Mr,  Parker.  No,  sir.^ 

Tlie  Chairman.  You  have  not  got  at  that  yet? 

Mr.  Parker.  No,  sir ;  do  not  dare  to  tamper  with  that  until  I 
given  that  authority. 

The  Chairman.  Dh,  that  is  out  of  your  jurisdiction? 

Mr.  Parker.  Yes,  sir ;  managers  and  operators.    Of  course,  if 
found  out,  as  in  this  M.  H.  Tracey  proposition,  I  am  in  communi 
tion  now  with  Washington  on  two  ships  for  which  they  are  payi 
$50  a  day,  dead  ships.     I  am  paying  for  our  ships  under  the  divisi 
of  operations,  much  larger  ships*  $30  a  day. 

The  Chairman.  Do  you  think  you  can  cure  that  if  they  shoi 
give  you  authority? 

Mr.  Parker.  I  am  certain  of  it,  sir.  The  trouble  is  that  there  \ 
too  many  fingers  in  the  pic. 

The  Chairman.  I  see.     You  think  it  is  a  matter  of  organizatic 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  And  that  could  be  adjusted? 

Mr.  Parker.  Give  us  the  competent  men,  men  of  bulldog  tenaci 
that  will  go  at  it  in  the  proper  manner,  and  we  will  accomplish  it 

The  Chairman.  You  mean  by  bulldog  tenacity,  some  old  £ 
dogs? 
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Mr.  Parker.  Yes,  sir.  I  do  not  believe  that  a  barber  or  a  shoe- 
maker should  have  anything  to  do  with  marine  affairs. 

The  Chairman.  Is  there  anything  further,  Mr.  Steele? 

Mr.  Steele.  There  is  just  one  matter  here,  Captain,  that  was  not 
clear  to  mv  mind.  I  understood  you  to  say  in  your  examination  in 
chief  that  there  were  certain  charges,  fixed  by  either  State  or  munic- 
ipal regulation,  for  wharfage. 

Mr.  Parker.  Yes,  sir. 

Mr.  Steele.  Regulated  on  the  tonnage  of  the  vessel,  on  a  sliding 
scale? 

Mr.  Parker.  Yes,  sir;  on  the  tonnage  of  the  ship.  Well,  no; 
based  on  the  tonnage ;  2  cents  per  ton  for  the  first  200  tons,  and  one- 
half  a  cent  on  the  balance. 

Mr.  Steele.  Well,  now,  by  what  authority  is  that  regulation  made? 

Mr.  Parker.  Bv  the  New  York  dock  authorit3\ 

Mr.  Steele,  if  it  is  a  matter  of  municipal  regulation,  where  is 
there  room  for  this  difference  in  charges? 

Mr.  Parker.  Why,  they  lease  the  docks,  do  you  see ;  for  instance, 
here  is  a  party,  John  Doe  we  will  say,  leases  Pier  9,  North  River, 
at  a  certain  rental  for  a  certain  period  of  time.  The  lessee  ha^  the 
privilege  of  charging  whatever  he  likes  for  that  dock. 

Mr.  Steele.  Then  there  is  no  use  in  the  regulation  ? 

Mr.  Parker.  Well,  the  only  regulation  is  where  we  lease  direct 
from  the  State. 

Mr.  Steele.  That  is,  where  the  State  itself  owns  the  docks? 

Mr.  Parker.  Yes,  sir.  Well,  the  State  does  own  the  docks  in 
many  instances,  but  they  sublet.    They  lease  out  to  another  party. 

Mr.  Steele.  Yes,  but  is  their   lease    not    subject  to  making  the 
charges  that  are  fixed  by  the  municipal  or  State  authority? 
,    Mr.  Parker.  To  thiir  lessee,  but  their  lessee  can  sublet  at  any 
fdiarge  that  he  wants. 

Mr.  Steele.  That  is  a  feature  of  it  I  do  not  understand.  If  a  regu- 
lation could  be  obviated  in  that  way,  or  practically  set  aside,  it  is 
of  no  benefit  to  the  public. 

Mr.  Parker.  No;  I  am  getting  dockage  from  Todd's  Shipyards, 
loth  at  Tiebout's,  Clinton  Street  and  Robbins,  for  2  cents  a  ton,  as 
1 8ay,  on  the  first  200  tons,  and  half  a  cent  on  the  balance ;  and  I 
un  getting  it  from  some  other  outside  concerns,  the  same  wav.  But 
*B  have  a  bunch  of  profiteers-  here  in  the  dock  business  that  are 
duirging  us  any  price  they  want. 

The  Chairman.  Well,  is  there  any  indication  of  any  combination 

'  these  people  to  keep  the  price  of  dock  charges  up  ? 
^Mr,  Pareler.  I  think  they  are  getting  pretty  well  broken  up.     I 
''ink  there  was. 

The  Chairman.  Has  there  been  ? 

Mr.  Parker.  Yes,  I  think  there  was.     I  could  not  swear  to  it. 

It  I  think  so. 

The  Chairman.  Well,  I  mean,  from  the  prices  that  were  charged? 

Mr.  Parker.  Yes,  sir. 

The  Chairman.  For  ships  which  came  under  your  jurisdiction. 

Mr.  Parker.  Yes,  sir,  I  think  there  was  a  pool. 

The  Chairman.  It  appeared  to  vou  that  there  might  have  been  a 

Mr.  Pabher.  Yes,  sir. 
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The  Chairman.  Is  there  anything  further,  Mr.  Connally? 

Mr.  Connally.  You  were  m  the  shipping  business,  were  yon 
Captain,  before  you  came  with  the  Shipping  Board? 

Mr.  Barker.  I  started  going  to  sea,  sir,  when  I  was  about  1-i 
years  old. 

Mr.  Connally.  And  have  been  in  the  game  all  your  life? 

Mr.  Parker.  All  my  life. 

Mr.  Connally.  That  is  all. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  Nothing. 

The  Chairman.  That  is  all,  thank  you.  Captain.    Mr.  Burke. 

TESTIUONT  OF  UK.  EDWABD  C.  BTTKKE. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  vour  name,  Mr.  Burke? 

Mr.  BirRKE.  Edward  C.  Burke. 

The  Chairman.  What  is  your  business  or  occupation? 

Mr.  Burke.  Business  representative  of  the  International  Brothei: 
hood^of  Boilermakers  at  the  present  time. 

The  Chairman.  Where  is  your  home? 

Mr.  Burke.  No.  4923  Fifth  Avenue,  Brooklyn,  N.  Y. 

The  Chairman.  Brooklyn.  Are  you  familiar  with  ship  con. 
struction  or  shm  fitting? 

Mr.  Burke.  Ever  since  I  have  been  a  boy. 

The  Chairman.  What  departments  have  you  worked  in  in  shij 
construction  ? 

Mr.  Burke.  In  the  constructing  of  hulls. 

The  Chairman.  Constructing  of  hulls? 

Mr.  Burke.  Yes,  sir.  • 

The  (^HAiRMAN.  Did  you  work  in  any  shipyards  during  the  war, 
when  the  United  States  Emergency  Fleet  Corporation  was  build- 
ing ships? 

Mr.  Burke.  At  the  latter  part  of  the  war. 

The  Chairman.  Latter  part  of  the  war? 

Mr.  Burke.  I  was  in  the  Navy  during  the  war,  about 

The  Chairman.  Oh,  you  were  in  the  Navy? 

Mr.  Burke.  In  the  Navy. 

The  Chairman.  In  what  capacity, .Mr.  Burke? 

Mr.  Burke.  Chief  carpenters  mate. 

The  Chairman.  On  what  craft? 

Mr.  Bi  RKE.  I  was  in  charge  of  the  fleet  supply  station. 

The  Chairman.  Where? 

Mr.  Bi'RKE.  Foot  of  Twenty-third  Street. 

The  Chairman.  In  New  York? 

Mr.  Burke.  New  York  City. 

The  (^HAiRMAN.  After  you  left  the  Navv.  where  did  you  go? 

Mr.  Bi'RKE.  I  went  to  work  as  assistant  foreman  over  in  the  Stand- 
ard Shipbuilding  (\yrporation,  Shooters  Island. 

The  Chairman.  Shooters  Island.     What  ships  did  you  work  on? 

Mr.  Burke.  I  worked  on  the  hull  called  hull  13. 

The  Chairman.  Hull  13? 

Mr.  Burke.  Yes. 
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The  Chairman.  Do  you  know  or  did  you  know  a  Mr.  Purcell  over 
at  thatyard,  a  riveter  ? 

Mr.  Burke.  I  do  not  believe  he  was  there  during  my  time,  because 
the  hull  had  iust  started.  We  just  had  a  few  of  the  plates  on  the 
bottom,  and  the  vertical  keel  up. 

The  Chairman.  Well,  how  long  were  you  at  Shooters  Island,  in 
this  yard  ? 

Mr.  Burke.  I  was  there,  I  should  say,  about  two  months. 

The  Chairman.  Two  months? 

Mr.  Burke.  About  that. 

The  Chairman.  Did  you  see  any  defective  riveting  going  on  over 

Mr.  Burke.  Why,  I  saw  all  bad  work.    The  reason  why  it  was 
bad,  hull  13  was  the  last  of  a  type  of  ship  that  was  getting  finished 
up  there,  and  they  had  laid  out  a  lot  of  this  work  for  all  these  ships 
,    toother.     What  was  left  over  in  the  piles  they  threw  over  on  to 
hull  13.    When  I  took  charge  of  the  hull  the  vertical  keel  was  up 
there,  and  some  of  the  bottom,  and  they  were  trying  to  work  in  five 
plates  that  had  come  over  from  the  other  end  of  the  yard,  and  I  was 
trying  to  supervise  the  regulating  of  them  to  get  them  in,  and  when 
we  would  push  one  plate  we  would  find  out  that  the  row  of  holes  was 
blank,  so  we  worked  that  way  for  time  and  time  and  time  again.    And 
on  the  other  side  of  the  ship,  C.  22  was  the  number  of  the  plate,  it 
Was  laid  off  for  another  ship  and  they  put  it  in  on  that  ship,  and  when 
we  turned  it  over  the  only  place  they  could  put  it  in  the  counter- 
sinks were  on  the  wrong  side. 
The  Chairman.  Well,  were  you  foreman  there  then? 
Mr.  Burke.  I  was  foreman  there. 
The  Chairman.  Did  you  let  that  work  go  through? 
Mr.  Burke.  I  called  the  attention  of  one  of  the  inspectors  over 
there,  the  Shipping  Board  inspectors.    I  had  nothing  to  do  with  the 
^ork  coming  over,  as  long  as  it  was  gotten  up.    It  was  not  my  duty 
to  see  whether  it  was  in  proper  shape  or  not.     I  was  told  to  get  it 
Up  there  the  best  way  it  was. 

The  Chairman.  Well,  if  you  had  a  plate  come  over  with  a  place 
for  the  rivets  to  go  through  all  blank,  you  could  not  put  any  rivets 
through,  could  you  ? 

Mr.  Burke.  No  ;  the  plates  were  punched. 
The  Chairman.  Oh,  you  had  them  punched? 

Mr.  Burke.  They  were  punched,  and  they  were  trying  to  regulate 
them  together. 

The  Chairman.  Oh  ? 

Mr.  Burke.  I  quit  over  the  job.     I  couldn't  stand  there  and  bring 
about  any  production,  and  there  was  no  use  of  my  wasting  time. 
The  Chairman.  You  mean  on  account  of  this  work  on  hull  13  you 

^uit? 

Mr.  Burke.  I  quit  on  account  of  that. 

The  Chairman.  Well,  now,  did  you  see  any  improper  riveting 
going  into  that  job? 

Mr.  Burke.  Yes  \1  saw  all  kinds  of  bad  riveting. 

The  Chairman.  Do  you  know  what  became  of  that  hull? 

Mr.  Burke.  I  could  not  say  what  became  of  the  hull. 

The  Chairman.  Do  you  know  that  the  ship  was  launched? 
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Mr.  Burke.  I  don't  know.  I  left  shortly  after.  They  tried  to 
work  in  these  plates,  and  I  knew  they  had  brought  the  acetylene 
welders  down  there,  and  welders  and  welded  up  the  holes  in  the 
nighttime,  and  I  was  not  much  interested  after  1  saw  the  way  that 
things  were  going.  I  thought  that  I  would  go  back  into  the  repair 
yard. 

The  Chairman.  Where  did  you  go  then  ? 

Mr.  Burke.  I  went  to  the  Morse  Dry  Dock  &  Repair  Co. 

The  Chairman.  Were  they  doing  work  on  Government  ships? 

Mr.  Burke.  Yes ;  they  were.  I  went  in  there  and  took  out  the 
bottom  of  the  steamship  Pequot. 

The  Chairman.  Was  she  a  United  States  ship? 

Mr.  Burke.  Yes;  just  turning  over  to  the  Shipping  Board  she 
was  at  that  time.  She  had  run  ashore  and  was  getting  a  new 
bottom  in. 

The  Chairman.  Well,  now,  what  were  you  there? 

Mr.  Burke.  I  was  assistant  foreman. 

The  Chairman.  Assistant  foreman  in  the  Morse  Dry  Dock  & 
Repair  yard? 

Mr.  Burke.  Yes,  sir. 

The  Chairman.  Well,  did  thev  turn  over  the  Pequotf 

Mr.  Burke.  Well,  they  turned  over  the  Pequot  in  very  bad  con- 
dition. 

The  Chairman.  To  the  Shipping  Board? 

Mr.  Burke.  Yes. 

The  Chairman.  Had  she  been  put  in  there  for  repairs? 

Mr.  Burke.  She  was  in  there  for  repairs,  and  1  also  left  the 
Morse  Dry  Dock  before  she  went  off  the  dock.  She  went  to  Hoboken 
and  was  loaded  over  there,  and  I  believe  that  they  had  to  discharge 
her  cargo  again  and  go  all  over  the  work  in  the  forepeak,  she  was 
leaking  so  bad. 

The  Chairman.  Where  did  you  go  to  work  then  ? 

Mr.  CoNNALLY.  Mr.  Chairman,  may  1  ask  right  there,  is  this  Morse 
or  Moss? 

Mr.  Burke.  Morse  Dry  Dock  «&  Repair  Co. 

The  Chairman.  M-o-r-s-e?  • 

Mr.  Burke.  Yes. 

The  Chairman.  That  is  the  Morse  Drv  Dock,  down  yonder  here. 

Mr.  Burke.  That  is  about  Fifty-sixth  Street,  Brooklyn. 

Mr.  CoNNALLY.  I  just  Wanted  to  get  that  right.  I  did  not  under- 
stand it. 

The  Chairman.  Did  you  go  to  work  in  any  other  dry-dock  com- 
pany or  repair  yard  ? 

Mr.  Burke.  I  pretty  near  worked  in  all  the  yards  around. 

The  Chairman.  Afterwards? 

Mr.  Burke.  Yes:  just  working  around.  . 

The  Chairman.  Did  you  ever  work  on  any  other  Shipping  Board 
ship? 

Mr.  Burke.  I  worked  on  the  steamship  Moline, 

The  Chairman.  Where  was  she  being  I'epaired  ? 

Mr.  Burke.  Why,  she  came  from  the  Pusey  &  Jones  yard,  Wjl' 
mington,  Del.,  and  was  turned  over  to  Arthur  Tickle  &  Son.  W^ 
done  about  $15,000  worth  of  work  on  her  after  she  came  over  here* 
We  went  to  sea  on  her  for  12  hours ;  a  very  nice  trip  we  had. 
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e  Chairman.  Why? 

.  -Burke.  Why,  she  had  no  pipe  coverings  over  the  guards,  in 
ay  of  the  winches  for  loading  cargo.    The  pipes  were  all  bare. 
I  cargo  it  is  necessary  for  them  to  have  pipe  covering. 
e  Chairman.  That  12  hours  at  sea  was  simply  her  sea  trial 
was  it  not? 

.  Burke.  Yes:  but  we  were  not  working  on  her  all  the  time, 
ook  us  Saturday  afternoon;  we  went  to  sea  on  her  Saturday 
noon  at  12  o'clock.  Then  w^e  were  getting  paid  2  hours  for  1 
•day  afternoon,  and  the  job  was  finished  about  4  o'clock  Satur- 
iftemoon,  and  then  we  were  paid  Sunday,  all  day  Sunday,  or 
iturday  night  and  all  day  Sunday  up  to  7  o'clock  Sunday  night, 
e  she  got  back  to  port  again. 

B  Chairman.  Well,  you  mean  just  because  you  were  aboard  the 
i\hile  she  was  at  sea? 
.  Burke.  Yes. 

?  Chairman.  So  you  were  not  doing  any  work? 
.  Burke.  Xo. 

I  Chairman.  They  paid  you  this  double  time? 
.  Burke.  Two  and  a  half  for  one  in  the  night,  and  double  time 
!  day. 

i  Chairman.  During  your  work  in  the  construction  yards  and 
r  yards,  have  you  noticed  the  Government  inspectors  around  ? 
.  Burke.  I  haVe.^  I  have  been  acquainted  with  them,  with  some 
'm. 

i  Chairman.  The  Shipping  Board  inspectors,  I  mean? 
.  Burke.  Yes,  sir. 

?  Chairman.  Well,  have  they  had  enough  of  them? 
.  Burke.  Well,  it  was  not  enough.  Men  who  were  competent 
irrying  out  that  kind  of  work  would  not  carry  it  out  faithfully, 
se  if  they  did  they  were  discharged. 
i  Chairman.  Do  you  know  of  instances  such  as  that? 
.  Burke.  Well,  I  met  what's  his  name,  from  the  Submarine, 
was  discharged  for  turning  over  the  work;  I  spoke  to  an  in- 
)r  on  hull  13,  on  hull  12  in  the  Staten  Island  Shipbuilding  yards, 
)rought  the  attention  to  him  of  the  bad  work  that  was  going 
walked  over  on  hull  12,  and  looked  over  the  work  there  and  saw 
ime  condition.  X  went  into  the  other  ships,  hull  10,  and  saw 
ime  condition,  and  I  says,  "What  do  you  think  about  that?" 
3  Chairman,  who  was  this  fellow  to  whom  you  were  talking? 
.  Burke.  An  inspector  by  the  name  of  Lind.  He  says  to  me, 
it  can  I  do  about  it  ?  Iff  open  my  mouth  about  this  1  sacrifice 
)b.    I  have  got  my  family  to  look  after.    Let  somebody  else  do 

I  talked  to  the  inspector 

?  Chairman.  Was  he  an  experienced  man? 

.  Burke.     He  was  an  experienced  man,  had  been  a  shipfitter 

I  was  a  boy. 

e  Chairman.  What  would  you  say  to  hull  inspectors  being 

mment  insi)ectors,  the  same  as  the  steamboat  or  steamship 

?tors  ? 

.  Burke.  Well,  they  would  have  to  amend  the  law  first.     Aj 

nspector  now,  a  practical  shipbuilder,  can  not  go  up  and  make 

cation  for  the  position  of  hull  inspector. 

B  Chairman.  Why? 
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Mr.  Burke.  Because  you  need  a  master's  license  to  put  your  appli- 
cation in  as  hull  inspector  in  the  Government,  therefore  the  practical 
man  is  barred.  Now,  the  captain  of  a  ship  is  a  master,  he  maj  know 
his  ship,  he  may  know  his  deck  work,  his  rigging  and  navigation, 
but  he  does  not  know  the  construction  of  a  hull. 

The  Chairman.  Do  I  understand  that  you  believe  the  men  who 
inspect  ships  tAat  are  bein^  repaired  or  built  by  the  Government, 
should  have  the  same  qualifications  as  the  steamix)at  inspectors  and 
the  hull  inspectors  in  the  steamboat  service? 

Mr.  Burke.  They  should  be  granted  the  privilege,  your  honor; 
they  should  be  granted  the  privilege  of  competing  in  examinations. 
No  man  should  be  classed  as  an  inspector  of  hulls  to  pass  on  work 
unless  he  has  10  years'  experience  as  a  shipbuilder. 

I  took  the  Boston  Bridge^  I  was  working  for  a  concern  and  ran 
across  the  Boston  Bridge^  a  brand  new  ship  that  just  came  out.  I  do 
not  know  what  vard  she  was  from ;  she  was  either  from  the  Submarine 
or  the  Federal  yard,  the  Boston  Bridge.  We  had  a  job  on  her,  and  I  ■ 
just  went  over  and  examined  her.  I  went  down  her  forepeak,  as  the  \ 
place  to  look  for  these  things,  aijd  I  put  my  hand  in  between  the  frame 
and  the  shell.  I  could  take  the  liners  in  the  bulkhead,  on  the  colli- 
sion bulkhead,  and  throw  them  up  like  that  [indicating]  ;  they  were 
not  in  their  places ;  there  was  one  rivet  stuck  in  and  dropped  down. 

The  Chairman.  Do  you  know  whether  that  was  remedied  later, 
before  she  was  put  out  i 

Mr.  Burke.  She  was  loading  then  at  the  pier*  going  to  sea.  I  took 
my  knife  and  ran  over  the  front  of  the  bulkhead  and  found  lead 
rivets  in  her. 

The  Chairman.  Did  you  report  it  to  anybody  ? 

Mr.  Burke.  There  was  some  gentlemen  came  down  on  the  pier 
with  my  foreman,  and  I  hung  my  hat  on  a  rivet  on  the  hull  of  her— 
hung  my  hat  on  a  rivet ;  and  I  took  and  showed  them  back  in  the 
afterpeak,  and  they  didn't  say  nothing  to  me,  and  I  thought— I 
looked  up  at  the  frames  in  the  stern,  and  1  seen  the  water  was  coming 
through  there,  and  I  went  back  there  and  I  looked  at  the  frame. 
The  frame  was  so  that  I  could  stuff  my  fist  under,  and  it  was  packed 
in  there  with  wooden  wedges  jind  tallow. 

The  Chairman.  Did  you  report  it  to  anvbody  down  there? 

Mr.  Burke.  I  reported  it  to  my  boss,  aoout^the  way  the  boat  was 
built  and  constructed.  He  said,  that  is  none  of  our  business;  we  arc 
here  to  do  that  tank,  stop  that  tank,  that  oil  tank,  from  leaking- 
They  had  an  oil  tank  leaking  into  the  fresh-water  tank.  He  saj^» 
we  have  nothing  to  do  with  them.  So  the  next  day  I  was  removed 
from  the  Boston  Bndge, 

The  Chairman.  Bv  your  boss? 

Mr.  Burke.  By  my  boss.     I  was  ordered  to  the  Neslmixw, 

The  Chairman.  J^ow,  you  say  you  are  the  business  representati^'^ 
of  what  ?  .     I 

Mr.  Burke.  I  am  the  business  representative  of  the  Int«rnatioDa» 
Brotherhood  of  Boilermakers  and  Iron  Shipbuilders. 

The  Chairman.  What  is  that,  a  imion? 

Mr.  Burke.  That  is  a  labor  organization,  taking  in  the  entire  coun- 
try and  Canada. 

The  Chairman.  Oh,  yes.     You  have  headquarters  here  in  ^^^ 

York? 
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Mr.  Burke.  Yes,  sir. 

The  Chairman.  And  do  they  do  work  upon  Shipping  Board 
ships? 

Mr.  Burke.  All  of  our  men  work  on  these.  I  represent  all  the 
shipbuilders  in  the  port  of  New  York. 

The  Chairman.  How  long  have  you  been  a  member  of  that  organi- 
zation ? 

Mr.  Burke.  About  20  years ;  18  or  20  years.  * 

The  Chairman.  Was  any  of  this  difficulty  at  the  Standard  Ship- 
building concern  or  at  the  Submarine  Boat  or  at  the  Morse  Dry 
Dock  or  the  other  yards  that  you  worked  at  the  result  of  any  labor 
difficulties  between  the  open  and  closed  shop? 

Mr.  Burke.  We  never  had  any  difficulties  in  ren:ard  to  labor  dur- 
ing the  war.    We  tried  to  help  them  out  all  we  could. 

The  Chairman.  Well,  since  the  war? 

Mr.  Burke.  Since  the  war  we  have  not  had  any  trouble,  only  the 
1st  of  October,  I  believe,  of  last  year,  when  we  asked  for  an  increase 
in  wages. 

The  Chairman.  Xo;  but  I  meant  at  these  yards,  Mr.  Burke;  were 
any  inspectors  intimidated,  was  any  of  this  work  passed  over  because 
of  any  dispute  existing  or  threatening  between  members  of  your 
organization  or  any  other  labor  organization,  and  men  who  did  not 
belong  to  it  ?     Did  you  ever  see  any  of  that  ? 

Mr.  Burke.  Xo. 

The  Chairman.  There  was  no  labor  difficulty  that  entered  into 
hat? 

Mr.  Burke.  Xo  labor  difficulties.  This  work  was  done  by  in- 
competent men. 

The  Chairman.  You  said  that  vou  felt  that  a  man,  before  he 
'ould  be  a  hull  inspector,  ought  to  have  10  years'  experience  at  con- 
struction work? 

Mr.  Burke.  Yes,  sir. 

The  Chairman.  Well,  Ave  would  have  to  waste  quite  a  few  years 
)efore  we  could  get  verv  many  hull  inspectors,  would  we  not? 

Mr.  Bi'rke.  Well,  I  don't  think  so.  There  are  lots  of  them  around, 
>ut  they  don't  look  for  them.  It  is  just  the  same  as  they  have  got 
ompetent  men  now  in  the  shipyards;  we  have  a  lot  of  competent 
f»en  walking  around  to  make  these  repairs  at  this  time,  when  this 
Period  of  adjustment  is  coming  around.  We  have  a  lot  of  men  who 
^ade  the  repairs  before  the  war  broke  out.  Xow  we  find  ourselves 
^  a  position  where  we  have  a  lot  of  men  in  the  yards  who  are  able 
\  do  a  specified  class  of  work,  specialists  on  a  single  thing,  which  he 
ill  be  in  there,  and  he  takes  the  place  of  a  competent  man  who  could 
^Uctically  do  any  branch  of  our  work.  Xow,  the  employer  has 
fought  these  conditions,  and  it  is  impossible  for  us  to  remedy  them 
ithout  the  help  of  the  employer,  and  the  employer  does  not  seem 
'  want  to  remedy  these  conditions. 
The  Chairman.  Are  there  any  questions.  Mr.  Foster? 
^Ir.  Foster.  In  other  words,  it  would  be  a  good  investment  if  he 
Us  to  pay  more  for  the  men  who  have  the  10  years'  exi>erience,  to 
^Ae  them  in  there  and  have  a  job  properly  inspected,  would  it  not? 
^Ir.  Burke.  Xo.  There  is  one  way  to  remedy  these  conditions  in 
ie  shipyards  to-day,  and  that  is  easy,  to  do  away  with  time  and 
Material  in  these  shipyards  and  put  it  out  on  a  bid,  and  give  the 
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small  shop  a  chance  to  bid  with  these  big  fellows,  and  you  will  kIo 
away  with  all  this  petty  praft  that  is  in  here.     But  as  long  as  the 
time  and  material  system  is  in  existence  in  the  Shipping  Board,  you 
can  not  do  away  with  it,  it  is  impossible  to  do  away  with  it.    T'he 
New  York  Dry  Dock  Association  has  combined  here  together,  that 
if  they  want  a  certain  job  in  the  port  of  New  York  that  yard  must 
get  it.  » 

The  reason  why  I  know  this  is  because  I  was  working  in  the  Morse 
Dry  Dock  and  Sepair  Co.  when  Mr.  She  wan  had  fallen  out  of  the 
master's  association,  and  he  started  to  dock  ships  for  5  cents  a  ton, 
when  the  rate  was  8  and  10,  I  believe,  at  that  time;  and  Mr.  Morse 
told  me,  he  says,  "  Eddie,  we  don't  want  to  have  our  docks  tied  up, 
because  we  can  not  afford  it.  Mr.  Shewan  is  cutting  our  rates  to 
pieces.  Now,  we  have  got  to  forceTiim  back  in  there,  and  we  have 
got  to  keep  our  docks  working."  Well,  that  is  from  Mr.  E.  P. 
Slorse's  own  lips.  That  is  how  I  know  that  they  have  an  association 
formed  to  get  any  job  that  they  feel  like  getting  for  the  individual 
yard. 

So  as  long  as  those  conditions  exist,  Mr.  Chairman,  we  can  not 
remedy  it. 

Mr.  Foster.  How  old  is  this  association,  the  International 
Brotherhood  of  Boilermakers? 

JSIr.  Burke.  Why,  about  30  years. 

Mr.  Foster.  What  is  your  membership  ? 

Mr.  Bfrke.  At  the  present  about  85,000  members. 

Mv.  Foster.  What  do  vou  say  vour  office  is  ? 

Mr.  Bi'RKE.  Our  office  is 

Mr.  Foster.  I  mean,  what  is  your  position? 

Mr.  Bi'RKE.  I  am  the  business  i  epi'esentative. 

Mr.  Foster.  And  what  are  your  cfuties  as  that? 

Mr.  Blrke.  My  duty  is  to  take  care  and  look  after  all  grievances 
that  may  arise  in  the  different  3^ards. 

Mr.  Foster.  Throughout  the  whole  jurisdiction  of  your  organi- 
zation? 

Mr.  BiT^KE.  I  have  jurisdiction  over  New  York,  New  Jei'sey,  and 
Staten  Island,  and  all  of  Long  Island. 

Mr.  Foster.  That  is  all. 

The  Chairman.  Mr.  Steele  ? 

Mr.  Steele.  I  think  you  said  it  was  at  the  Standard  Shipbuild- 
ing vards  where  vou  saw  the  bad  work  being  done,  riveting? 

Mr.  Burke.  Well,  I  have  been  a  short  time  in  all  the  yards. 

Mr.  Steele.  Yes ;  I  heard  you  say  that ;  but  the  Standard  was  one 
of  them,  was  it  not  ? 

Mr.  Burke.  That  was  one  of  them;  hull  18. 

Mr.  Steele.  When  you  saw  that  this  bad  work  was  being  done, 
did  you  call  anv  attention  to  it  of  your  superior  officers? 

Mr.  Bx  RKE.  i  called  the  attention  of  tne  inspector. 

Mr.  Steele.  And  who  was  the  inspector? 

Mr.  Burke.  I  did  not  known  his  name.  He  was  a  young  fello^? 
and  he  was  a  draftsman,  just  out  of  a  drafting  office. 

Mr.  Steele.  These  men  who  were  doing  the  work,  were  they  mei'^' 
bers  of  your  union  ?  . 

Mr.  Burke.  No;  this  man  was  a  draftsman  out  of  the  draft* 
ing  office.    We  do  not  take  him  in  the  union. 
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SeeI':le.  Well,  but  these  men  who  did  the  bad  riveting  work? 
Burke.  During  the  war,  why,  we  had  to  take  anybody;  the 
irds  were  allowed  to  take  anybody,  regardless  of  whether  he 
union  man  or  not.  We  did  not  hold  any  restriction  on  them. 
Steele.  There  was  no  restriction  during  the  war.  How^  about 
he  war  ? 
Burke.  Now,  we  have  not  got  much  restriction  of  them  now, 

«  we  have  not  got  back  to 

Steele.  Normalcy? 

Burke.  No  ;  that  is  right.    Until  Ave  can  get  that  class  of  men 

our  yards,  why,  I  could  not  say  much  in  that  line. 

Steele.  You  could  not  sav  much  in  that  line.    As  a  matter  of 

owever,  these  men  who  were  doing  this  bad  work  that  you  have 

sd  to,  were  they  union  men  or  were  they  not  ? 

Burke.  No ;  nonunion  men. 

Steele.  They  were  nonunion  men.    And  you  say  you  did  not 

it  to  your  superior? 

Burke.  My  superior  about  the  work? 

Steele.  The  character  of  work  they  were  doing. 

Burke.  My  superior  was  over  there  looking  at  the  work ;  I  did 

!ed  to  report  it  to  him;  he  was  there  looking  at  it  as  well  as 

•  • 

Steele.  And  who  was  he? 
Burke.  He  w^as  the  hull  superintendent  there. 
Steele.  He  was  what? 
Burke.  The  hull  superintendent. 
Steele.  Yes.    What  is  his  name  ? 
Burke.  Mr.  Crawford. 
Steele.  His  first  name  ? 
Burke.  Walter. 
Steele.  Walter  Crawford  ? 
Burke.  Yes. 

Steele.  You  were  at  the  Morse  yards,  you  say,  when  the  Pequot 
nt  out  ? 

Burke.  Yes,  sir. 

Steele.  And  there  was  defective  work  there,  you  say  ? 
Burke.  Well,  the  work  that  was  being  done  there  had  to  be 
11  over  again,  as  far  as  I  heard,  after  I  left. 
Steele.  Well,  was  it  done  over  again? 
Blt^ke.  Yes,  sir. 

Steele.  That  is,  at  whose  insistence  ? 

Burke.  I  could  not  say.    I  had  left  the  yard  before  she  had 
^mpleted. 

Steele.  Well,  was  the  boat  in  proper  condition  when  it  was 
I  over  to  the  Shipping  Board,  or  the  Irovernment? 
Bi:rke.  Was  it  in  proper  c(mdition  after  repairs  were  made? 
Steele.  Yes;  after  it  was  finally  turned  over  to  the  Govern- 

Burke.  I  could  not  sav.     I  did  not  see- 


Steele.  ^^)u  do  not  know  in  what  condition  it  was  when  it 
lally  accej)ted  by  the  Government? 

Burke.  No.     I  was  not  verv  much  interested  in  that.     'VMiat  I 

iterested  in  was,  I  found  the  men  working  on  the  furnace  one 

and  I  asked  them  what  they  were  working  on,  and  they  said 
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they  Avere  working  on  the  boss  plates  and  the  shoe  plates  of  tli 
E.  r.  Morse.  I  asked  them  what  they  were  charging  their  time  tc 
They  said  they  were  charging  it  to  the  Pequot.    I  says 

Mr.  Steele.  Do  you  know  whether  that  passed  the  inspector  anc 
the  auditor  ? 

Mr.  Burke.  Why,  I  don't  know,  only  just  what  the  foreman  oi 
the  furnace  said.     Of  course,  I  had  no  access  to  the  oflSce. 

Mr.  Steele.  You  had  no  personal  knowledge  of  it,  only  what  the 
foreman  told  you  ? 

Mr.  Burke.  Well,  he  was  the  foreman. 

Mr.  Steele.  I  understand,  but  all  you  know  is  what  he  told  you,  i: 
that  correct  ? 

Mr.  Bltrke.  And  I  was  privileged  to  ask  him  what  he  was  worfc 
ing  on. 

Mr.  Steele.  Yes;  that  is  all  right. 

Mr.  Burke.  I  wanted  to  know  what  the  men  were  doing  there. 

Mr.   Steele.  But  do  you  know  whether  the  charge  was  finall; 
made,  and  tliat  it  passed  the  inspector  and  the  auditor? 

Mr.  Burke.  Yes ;  it  was  made  and  passed. 

Mr.  Steele.  You  know  that,  do  you  ? 

Mr.  Burke.  I  know  it  must  have  been ;  the  men  got  their  wages- 
Mr.  Steele.  I  do  not  ask  vou  what  must  have  been.     I  ask  v:hni 
you  know  of  your  personal  knowledge. 

Mr.  Burke.  Well,  if  it  was  taken  up  into  the  office,  I  do  not  know 
what  they  did  in  the  books  after  it  passed  there. 

Mr.  Steele.  You  do  not  know  what  the  inspector  did,  or  you  do 
not  know  what  the  auditor  did. 

Mr.  Bi'RKE.  Xo;  I  do  not. 

Mr.  Steele.  Coming  down  to  this  Pusey  &  Jon^s  matter,  that  was 
a  trial  trip,  I  understood  you  to  say? 

Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  You  were  paid  two  hours  for  one  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  And  you  had  three  days  of  that  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  Steele.  Did  you  object  to  accepting  that  compensation? 

Mr.  Burke.  I  di(i  not,  either. 

Mr.  Steele.  Didn't  you? 

Mr.  Burke.  I  did  not. 

Mr.  Steele.  You  ac:epted  it  with  the  others:  you  thought  it  ^*s 
proper  compensation  at  the  time,  or  you  would  not 

Mr.  Burke  (interposing).  I  believed  truthfully,  that  from  the  big 
fellow  down  to  the  little  fellow,  he  was  getting  little  bit  of  every- 
thing that  was  going. 

Mr.  Steele.  Yes;  and  you  felt  you  were  simply  gettincr  your  share. 

Mr.  Burke.  I  was  right  there  with  them,  and  I  was  doin^  the  work. 
and  wanted  to  be  paid  for  it.  As  long  as  they  were  taking  me  to 
sea  whv  I  should  not  object  to  being  paid  for  it. 

Mr.  Steele.  No ;  and  you  accepted  it,  the  same  as  the  others  did' 
you  say? 

Mr.  Burke.  Why,  certainly ;  that  is  my  pay  when  you  go  to  sea, 
when  you  are  taken  away  from  your  dock.  The  worst  would  have 
been  done  otherwise  without  sending  us  to  sea. 
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Mr.  Steele.  That  is  your  judgment  about  it? 
Mr.  Burke.  Yes. 
Mr.  Steele.  I  think  that  is  all. 
The  Chairman.  Mr.  Connally? 

Mr.  Connally.  Well,  who  decided  on  taking  this  trip  to  sea? 
Whose  business  was  it  to  leave  just  at  that  time? 
Mr.  Burke.  Why,  the  Shipping  Board. 

Mr.  Connally.  Well,  they  had  some  local  man  here,  did  they  not? 
Who  was  he?    They  did  not  order  you,  from  Washington,  to  leave 
on  Saturday  afternoon  and  go  out  to  sea  for  two  or  three  days  over 
Sunday,  did  they? 
Mr.  Burke.  No. 

Mr.  Connally.  You  were  connected  at  that  time  with  the  Ship- 
ping Board.    Who  was  it  who  had  the  right 

Mr.  Burke  (interposing).  I  wa3  not  connected  with  the  Shipping 
Board.  I  was  foreman  boilermaker,  foreman  for  the  concern  that 
"Was  doing  the  job. 

Mr.  Connally.  For  the   Government,  or  you   were   in   private 
employment  ? 
Mr.  Burke.  Yes. 

Mr.  Connally.  Well,  who  was  it  that  had  the  authority,  at  that 
yard  or  elsewhere,  to  order  that  ship  out  for  this  trial  trip  ? 
Mr.  Burke.  I  do  not  know.  • 

Mr.  Connally.  At  that  particular  time? 

Mr.  Burke.  I  could  not  tell  you  that,  who  was  there  to  order  the 
ship  out.    We  were  only  little  peas  in  this:  we  were  doing  the  work 
there,  and  the  sliip  was  ordered  to  sea,  and  before  the  work  was  done 
^^  Went  to  sea. 
.  ,  Mr.  Connally.  You  say  she  was  ordered  to  sea.     How  do  you 
f  «now  she  was  ordered  to  sea,  and  who  ordered  her  to  sea? 

Wr.  Burke.  Well,  she  left  the  dock,  and  passed  down  the  Bay. 
^fr.  Connally.  Who  told  you  to  go  on  there  and  go  along? 
^r.  Burke.  Our  foreman  from  the  shop. 
^r.  Connally.  From  what  shop,  the  Morse  shop? 
^Ir.  Burke.  Yes. 

:^r.  Connally.    Was  this  the  Morse  yard? 
^Ir.  Burke.  No,  from  Arthur  Tickle  &  Son. 
^r.  Connally.  Arthur  Tickle  &  Son  ? 
Mr.  Burke.  Yes.  ^ 
o  -^Ir.  Connally.  You  say  this  work  Avas  completed  at  about  4  o'clock 
^turday,  did  you  not? 

Mr.  Burke.  About  4  o'clock  Saturday  afternoon. 
Mr.  Connally.  Saturday  afternoon? 
Mr.  Burke.  Yes. 

Mr.  Connally.  And  what  time  did  you  leave? 
Mr.  Burke.  We  left  about  1  o'clock  m  the  afternoon. 
Mr.  Connally.  About  1  o'clock;  so  there  was  only  three  hours 
^ork  on  the  boat  ? 

Mr.  Burke.  That  is  all. 

Mr.  Connally.  And  yet  you  got  three  days  pay  at  double  time 
for  that  ? 

Mr.  Burke.  We  got  two 

Mr.  Connally.  Did  you  make  a  protest,  did  you  file  a  protest 
with  anybody  about  that  ? 
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Mr.  Burke.  Why,  no;  I  didn't  file  no  protest  about  it.  I  didi 
feel 

Mr.  CoNNALLY.  Was  the  expense  of  that  trip  paid  by  the  Mors 
yard,  the  contractor ;  I  mean  Tickle  &  Son,  the  contractors,  or  by  th 
Government  ? 

Mr.  Burke.  1  could  not  tell  you  that. 

Mr.  CoNNALLY.  What? 

Mr.  Burke.  I  could  not  tell  j^ou  that. 

Mr.  CoNNALLY.  Wlien  did  you  first  become  business  representativ 
of  the  Boilermakers'  Union  ? 

Mr.  Burke.  Two  years  a<^o. 

Mr.  CoNNALLY.  Two  years  ago? 

Mr.  Burke.  A  year  ago,  I  meant  to  say,  about  the  1st  of  Janiiarr 
of  last  year. 

Mr.  CoNNALLY.  Yoii  w^ere  not,  then,  a  representative  of  the  Boiler- 
makers Union  at  the  time  you  were  working  in  these  shipyards? 

Mr.  Burke.  Oh,  no;  I  was  a  foreman  then.  You  can  not  hold  a 
position  in  the  organization  as  business  representative  and  work. 

Mr.  CoNNALLY.  And  work? 

Mr.  Burke.  No. 

Mr.  CoNNALLY.  You  can  not  work? 

Mr.  Burke.  No. 

Mr,  CoNNALLY.  That  is  one  of  the  qualifications? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  This  Hull  18,  was  that  at  the  Standard  Shipbuild- 
ing Co.  ? 

Mr.  Burke.  That  was  at  the  Standard  Shipbuilding  Co. 

Mr.  CoNNALLY.  You  were  foreman  there,  were  you  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  That  is  where  you  first  saw  these  defective  riv( 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  What  wages  were  you  drawing  as  foreman  at  that 
time  ? 

Mr.  Burke.  I  w^as  drawing  $1,125  an  hour. 

Mr.  CoNNAixY.  How  many  hours  were  you  working? 

Mr.  Burke.  I  worked  eight  hours  a  day. 

Mr.  CoNNAij.Y.  In  other  words,  you  were  getting  $9  a  day? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  $0  for  eight  hours  work  ? 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  Well,  now,  did  you  make  a  protest  to  anybody  al^?^ 
these  defective  rivets  and  these  plates  that  had  the  holes  punched  Ui 
the  wrong  place,  and  did  not  have  any  holes  punched  in  them?    . 

Mr.  Bi:rke.  I  just  took  the  inspector  aroimd  and  showed  the  i^' 
spector  the  work  that  was  there,  and  the  boss 

Mr.  CoNNALLY.  Who  was  the  inspector?  Let  us  get  that  rigW 
now? 

Mr.  Burke.  I  could  not  tell.  He  was  a  young  fellow  out  of  some 
drafting  office.  I  asked  him  where  he  had  learned  his  trade,  'was 
he  a  shipbuilder?    And  he  said,  no,  he  was  a  draftsman. 

Mr.  CoNNALLY.  Well,  now,  you  say  the  boss;  who  was  the  boss 
You  called  the  attention  of  the  inspector,  and  he  did  not  say  anj 
thing  about  it  ? 

Air.  Burke.  Walter  Crawford. 
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Ir.  CoNNALLY.  And  then  you  called  Mr.  Crawford's  attention  to 

What  did  he  have  to  say  about  that  ? 

fr.  Burke.  No,  I  did  not  call  his  attention  to  it.    He  called  my 

mtion  to  try  to  work  them  plates  in  there,  to  try  to  get  them 

tes  in  there;  and  after  working  about  a  week,  pulling  ana  hauling 

re  to  try  to  make  five  or  six  plates  go  in  some  places  that  they 

e  not  made  for,  I  got  sick. 

Ir.  CoNNALLY.  Now  Wait  a  moment  right  there.    When  you  looked 

hose  plates  you  kn(^w  they  were  not  properly  prepared  for  those 

^es,  did  you  not  ? 

[r.  Burke.  Yes. 

tr.  CoNNALLY.  And  you  are  a  technical  man  in  that  line,  are  you 

• 

[r.  Burke.  Yes,  sir. 

tr.  CoNNALLY.  Did  you  tell  Mr.  Crawford  that  they  could  not  be 
le  to  work  ? 

fr.  Burke.  I  told  him  that.  He  said,  "Do  the  best  you  can  to 
n.  They  have  got  to  go  in  there,  and  put  them  in  there  no  mat- 
tiow  they  go  in  there." 

[r.  CoNNALLY.  No  matter  how  they  go  in.    That  was  Mr.  Craw- 
l's directions  to  you? 
-r.  Burke.  Yes^ir. 

[r.  CoNNALLY.  To  put  them  in  there  no  matter  how  they  go  in 
e? 

Jr.  Burke.  No  matter  how  they  go  in. 
r.  CoNNALLY.  Where  is  Mr.  Crawford  now  ? 
r.  Burke.  He  is  the  general  hull  superintendent  for  the  Morse 
Dock  &  Repair  Co. 
r.  CoNNALLY.  Still  in  that  position  ? 

r.  Burke.  Yes.    He  left  the  Standard  yard  to  go  to  the  Morse 
Dock  &  Repair  Co. 

r.  CoNNALLY.  This  Moline  float,  what  yard  was  that?  You  say 
worked  on  that? 

r.  Burke.  That  was  Arthur  Tickle  &  Son. 
r.  CoNNALLY.  Is  that  the  one  that  went  to  sea? 
T.  Burke.  Yes;  that  is  the  one  that  went  to  sea. 
T.  Donnelly.  Then  I  believe  you  say  you  also  worked  in  nearly 
ihese  yards? 
It.  Burke.  Yes. 

[r.  CoNNALLY.  What  was  your  reason  for  changing  so  often  ? 
[r.  Burke.  Well,  sometimes  a  job  would  finish  up,  like  working — 
job  would  finish  up,  we  would  have  one  boat  through  and  the  job 
lid  finish  up,  and  it  would  become  slack  for  a  week,  and  we  would 
t,  change. 

[r.  CoNNALLY.  Go  to  another  j^ard  ? 

T.  Burke.  There  is 'no  special  steady  work  in  a  shipyard.  You 
'  work  two  or  three  days  or  a  week  in  this  yard,  and  get  laid 
o-night  and  you  go  to  another  yard. 

[r.  CoNNALLY.  I  believe  you  told  Mr.  Walsh  that  this  defective 
ting  and  defective  construction  was  principally  bv  nonunion 

? 

T.  Burke.  Nonunion  men.    We  did  not  have,  in  the  Submarine 

t  Corporation,  I  do  not  think  we  had  a  union  man  over  there. 
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Mr.  CoNNALLY.  Over  at  the  Submarine  ? 

Mr.  Burke.  No  ;  all  nonunion. 

Mr.  CoNNALLY.  Did  your  organization  file  any  protest  with  the 
Shipping  Board  about  "the  employment  of  these  incompetent  non- 
union men  ? 

Mr.  Burke.  Well,  I  could  not  tell  you  at  that  time,  because  I  was 
not  a  representative  of  the  Shipping  Board  or  of  the  boilermakers 
at  that  time. 

Mr.  CoNNAixY.  On  this  Boston  Bridge  boat,  were  you  then  con- 
nected with  the  Government  or  just  working  for  a  yard? 

Mr.  Burke.  No;  I  was  just  working  for  a  yard;  1  was  working 
for  Arthur  Tickle  &  Son. 

•  Mr.  CoNNALLY.  Did  you  call  the  defects  in  that  boat  to  anybody's 
attention  ? 

Mr.  Burke.  I  called  the  attention  to  my  boss. 

Mr.  CoNNALLY.  Who  was  your  boss? 

Mr.  Burke.  A  fellow  by  the  name  of  Dave  Harris. 

Mr.  CoNNALLY.  Dave  Harris? 

Mr.  Burke.  Yes. 

Mr.  CoNNALLY.  He  was  connected  with  Arthur  Tickle  &  Sont 

Mr.  Burke.  Yes,  sir. 

Mr.  CoNNALLY.  Is  he  still  with  them  ? 

Mr.  Burke.  Yes,  sir.  I  told  him  what  did  he  think  ?  Stuff  like 
in  an  ordinary  way.  We  passed,  and  I  said,  "  What  do  you  thini 
of  the  work  that  these  fellows  are  turning  out?" 

Mr.  CoNNALLY.  What  fellows? 

Mr.  Burke.  Well,  at  these  new  yards,  I  meant  them  all.  I  did 
not  know  where  the  Boston  bridge  came  from,  I  do  not  know  where 
it  was  built  to-day,  but  I  believe  it  was  built  either  in  the  Federal 
yard  or  the 

Mr.  CoNNAiJLY.  Submarine? 

Mr.  Burke.  Submarine,  either  one  of  them  yards,  because  it  is 
the  type  of  boat  that  they  were  building. 

Mr.  CoNNALLY.  Since  you  have  become  business  a^nt  for  the 
boilermakers,  has  there  be>en  any  controversy  at  any  time  with  the 
Shipping  Board  as  to  the  employment  of  these  nonunion  con- 
structors ? 

Mr.  Burke.  No. 

Mr.  CoNNALLY.  In  these  yards  ? 

Mr.  Burke.  No.  We  have  no  closed  shops  in  the  port  of  New 
York. 

Mr.  CoNNALLY.  Oh,  you  have  not  ? 

Mr.  Burke.  No. 

Mr.  CoNNALLY.  So  there  is  no  controversy  on  now  as  to  open  and 
closed  shops  with  the  Shipping  Boar-d  ? 

Mr.  Burke.  No,  sir.  We  never  had  any  closed  shops  in  the  port  of 
New  York. 

Mr.  CoNNALLY.  I  think  that  is  all. 

Mr.  Burke.  My  question  was  that  if  ati  inspector — a  hull  inspec- 
tor— goes  along  and  carries  out — if  I  was  appointed  inspector  of  hulls 
to-morrow,  I  could  not  truthfully  do  my  auty.  That  is  plain  and 
simple.  I  do  not  think  that  I  could  go  along  and  do  my  duty  as  it 
should  be,  because  as  soon  as  I  would  do  it  that  I  would  lose  my  j^h- 
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CoNNALLY.  Well,  why  do  j^ou  sav  that?    Who  would  fire  you? 

get  down  to  that.    \  ou  said  awhile  ago 

fiuRKE.  That  is  a  question ;  that  the  yards  have  so  much  politi- 
luence  that  they  will  not  have  an  inspector ;  that  is  the  reason 

made  the  recommendation  that  the  inspectors  be  taken  out 
ut  in  under  the  Government,  so  that  they  will  not  be  inter- 
with  by  private  corporations,  to  corrupt  them. 

CoNNALLY.  Now,  let  US  sce  about  that.  You  say  that  if  you 
an  inspector  to-morrow,  you  could  not  do  your  duty  or  you 

lose  your  job? 

Burke.  That  is  right. 

CoNNALLY.  Was  that  the  case  with  inspectoi-s  during  the  war; 
times  you  are  talking  about  here  ? 

Burke.  What  is  that? 

CoNNALLY.  Was  that  true  of  inspectors  during  the  time  that 
ere  talking  about  ? 

Burke.  That  was  true  of  the  conditions  that  I  found  during 
ir. 

CoNNALLY.  Well  now,  tell  us  a  case  or  two  of  inspectors  who 
ired  on  account  of  their  making  criticism  of  construction. 

Burke.  I  believe  that  I  meant 

CoNNALLY.  I  do  uot  waut  any  beliefs;  I  want  to  know  some- 
Now,  you  say  that  is  true ;  now  tell  us  one  case. 

Burke.  Well,  it  is  true,  because  I  met  Purcell  here,  an  in- 
r  in  this  Shipping  Board,  and  he  was  discharged  for  bring- 
is  work  before  the  proper  authorities. 

CoNNALLY.  How^  do  vou  kuow  that?    Did  he  tell  you  about  it? 

Burke.  He  testified  oefore  this  committee. 

CoNNALLY.  Well,  we  know  what  has  been  testified.    We  want 

new  testimony  now. 

Burke.  Well,  I  have  onlv  taken  his  testimony,  just  the  same 
t.  ' 

CoNNALLY.  We  prefer  to  know  what  you  know  now,  Mr. 
I ;  that  is  the  idea ;  let  us  stay  down  on  the  ground.  You  have 
d  in  all  these  yards  and  you  nave  had  an  opportunity  of  seeing 
ork  go  on. 

Burke.  Yes. 

CoNNALLY.  And  you  say  the  trouble  has  been  that  these  yards 
yot  so  much  political  influence  that  they  have  these  inspectors 
whenever  they  honestly  discharge  their  duties.  Now,  tell  us 
one  case  of  that  kind  tjiiat  you  Imow  about. 

Burke.  Well,  I  talked  to  the  inspector  over  in  the  Staften 
I  Shipbuilding  yard,  especially  Inspector  Lind,  and  I  said  to 
'Why  don't  you  make  them  take  that  plate  off?"  A  plate  on 
nk  top  that  never  belonged  there,  ought  hever  to  remain  there. 
7  don't  you  make  them  take  that  off? "    "What  do  you  think 

a  damned  fool?     Do  you  think  that  I  am  going  to  lose  my 
"  Purcell,  in  the  submarine,  done  that  to  himself ;  I  am  not 

to  get  out." 

CoNNALLY.  Was  this  man  Lind  a  member  of  your  union  ? 

Burke.  He  was  not. 

CoNNALLY.  What  did  he  state  he  was  put  there  to  do? 

Burke.  What  is  that  ? 
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Mr.  CoNNALLY.  I  say,  what  did  he  think  he  was  put  there  to  do  ? 
What  did  he  tell  you  that  he  was  put]  there  to  do?  You  say  he 
told  you  that  he  could  not  criticise  anything? 

Mr.  Burke.  Wliy,  to  make  reports  of  the  progress  of  the  hull, 
how  far  they  were  advanced ;  that  is  all  that  he  ever  done. 

Mr.  CoNNALLY.  That  is  all. 

The  Chairman.  Is  there  anything  further,  Mr.  Steele? 

Mr.  Steele.  All  you  know,  then,  is  the  Purcell  case  and  the  Craw- 
ford case  and  the  Lind  case,  and  that  is  confined  to  what  these  men 
told  you? 

Mr.  Burke.  Well,  I  had  to  go  before  these  men  as  the  boss,  and 
I  see  these  conditions ;  I  have  nothing  to  say  only  what  I  have  seen 
and  what  I  have  heard.    I  have  went  down  into  a  ship,  called  the 
Lake  Fielden.    I  was  working  for  the  Pusey  Dry  Dock  &  Repair  Co.. 
and  I  was  taking  18  men  on  the  LaJce  Fielden^  and  when  I  went  down 
there  the  chief  engineer  says  to  me,  "  What  are  you  doing  with  all 
these  men  here?  "    I  says,  "  I  aln  going  to  do  ^our  job,  to  look  over 
your  specifications."     He  says,  "Why,  there  is  nothing  to  be  done 
here,  only  caulk  up  a  few  leaky  staybolts,  and  a  steam  underneath 
the  boiler,  and  two  men  are  sufficient.    Send  all  the  other  men  back 
to  the  yard."    I  said,  "All  right." 

After  an  argument  I  sent  them  back  to  the  yard.  I  telephoned 
to  the  yard,  and  down  came  our  superintendent,  with  another  man; 
I  do  not  know  this  man,  they  do  not  tell  you  who  they  are.  "  Who 
told  vou  to  send  these  men  off,  Burke  ? "  I  says,  "  The  chief  engi- 
neer.^' He  says,  "  Come  on  up  here  a  minute,'*  and  he  sajs  to  tne 
chief  engineer,  he  says,  "You  are  the  chief  engineer  of  this  boat?" 
My  superintendent  was  standing  there.  "  Now,"  he  says,  "  if  you 
don't  like  this  job,  get  out;  and  no  matter  how  many  men  I  send 
down  here,  if  he  sends  a  hundred  men  down  here,  don't  you  interfere 
with  him." 

Now,  I  stood  one  week  on  that  job  on  the  Lake  Fielden^  with  about 
18  men.  I  don't  know  who  that  man  is ;  I  never  seen  him  before;  but 
our  superintendent's  name  was  Plunkitt.  Now,  the  men  were  sent 
back  there  and  I  had  to  keep  them  there. 

Mr.  Steele.  You  stated  you  were  familiar  with  the  testimony  of 
Mr.  Purtell  before  the  committee?  • 

Mr.  Burke.  I  am  not  familiar  with  it ;  I  did  not  state  that. 

Mr.  Steele.  I  thought  you  said 

Mr.  BuKKE.  I  said  that  I  met  Mr.  Purtell  here,  in  the  early  P*^ 
of  this  investigation,  and  he  was  over  here  testifying.  I  did  not 
even  hear  his  testimony.  I  heard — ^he  told  me  that  he  was  dis- 
charged. 

Mr.  Steele.  You  referred  to  his  testimony. 

Mr.  Burke.  I  said  that  he  had  testified  here. 

Mr.  Steele.  Are  you  familiar  with  what  the  officers  of  that  com- 
pany testified  to  with  reference  to  Mr.  Purtell's  work? 

Mr.  Burke.  I  did  not  hear  any  testimony  in  the  case. 

Mr.  Steele.  You  know  nothing  about  that? 

Mr.  Burke.  No.  sir.  I  only  known  the  actual  conditions  of  ^^^^ 
I  have  seen. 

Mr.  Steele.  That  is  all. 

The  Chairman.  Mr.  Foster? 
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Foster.  In  other  words,  you  think  there  ought  to  be  a  sjsl 
id  where  an  honest  man  could  honestly  report  the  conditic 
•ut  having  his  job  sacrificed? 

Burke.  That  is  just  the  reason  I  am  before  the  commit 
hat  I  want  to  divulge  anything  about  anv  heads  of  any  sli 

Mr.  Morse  I  am  personally  acquainted  with,  and  he  is 
>t,  good,  upright  man,  but  his  understudies  are  the  men  \ 
r  about  these  conditions,  to  better  their  conditions,  not  the  he 
ese  concerns.  There  should  be  some  way  that  these  inspect 
d  be  under  Government  control,  the  same  as  the  steams 
ctors,  but  they  do  not  give  us  a  chance. 
•.  Foster.  They  ought  to  be  experienced  men  and  know  w 

are  doing. 

•.  Burke.  They  had,  just  the  same  as  I  said  before.     A  1 
'ctor,  if  I  was  to  make  application  to-night  for  a  hull  inspe( 
le  United  States  Governiiaent,  they  would  send  me  back  an 
tion.     On  that  application  woulcl  be,  '^Have  you  a  mast 
se?"     That  bars  me  immediately.    And  the  boilermaker, 
tical  boilermaker,  in  the  Government,  must  have  been  a  cl 

aeer. 

r.  STiiEixE.  Who  issues  the  master's  licenses? 

r.   Burke.  The   steamboat   inspectors.    When   those   laws 

idied  so  that  the  practical  shipbuilder  can  compete,  and  deli 

lie  report  on  the  question,  I  oelieve  you  can  find  men  in 

yards  big  enough  to  come  out  and  tell  you  the  condition 

3  ships ;  but  not  until  then. 

le  Chairman.  That  is  all.    Is  Mr.  Baker  here? 

TESTIMONY  OF  HK.  HYBON  C.  BAKEBr-Besumed. 

The  witness  was  duly  sworn  by  the  chairman.) 

he  Chairman.  What  is  your  name,  Mr.  Baker? 

r.  Baker.  Myron  C.  Baker. 

lie  Chairman.  Are  you  employed  by  the  Shipping  Boarc 

t  Corporation? 

r.  Baker.  Yes,  sir. 

le  Chairman.  In  what  capacity? 

r.  Baker.  At  the  present  as  district  comptroller  in  Boston. 

le  Chairman.  District  comptroller  at  Boston? 

r.  Baker.  Yes,  sir. 

ne  Chairman.  How  long  have  you  held  that  office? 

r.  Baker.  A  year  and  a  half.  .^   . 

he   Chairman.  How   long  have   vou   been   with   the    Ship 

rd? 

r.  Baker.  Since  March  1,  1918. 

he  Chairman.  What  other  offices  have  you  held  ? 

It.  Baker.  I  held  the  position  of  assistant  auditor  in  the 

k  District  from  March  1,  1918,  until  December  31,   1^1« 

rict  auditor  in  the  Gulf  District  from  January  1,  191^?  ^ 

e  30,  1919 ;  and  from  then  on  I  have  been  in  Boston. 

he  Chairman.  Who  is  your  superior  officer  here  at  New  ^  or 

tr.  Baker.  Who  was  my  superior  officer? 
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The  Chairman.  When  you  were  here  at  New  York,  who  was  your 
superior  ?     . 

Mr.  Bakkr.  At  first  there  was  no  superior  officer.  Well,  Mr. 
Willcox  was  still  auditor  at  New  York  during  my  whole  term  here. 
His  duties  called  him  to  Washington,  after  I  had  been  here  a  few 
months,  and  I  had  to  report  direct  to  Washington,  no  one  beinp 
over  me  in  New  York. 

The  Chairman.  While  you  were  here  at  New  York,  were  you 
familiar  with  the  conditions  prevailing  with  reference  to  the  pur- 
chasing of  supplies  and  repairs? 

Mr.  Baker.  Yes,  sir.  Mr.  Willcox  had  had  a  great  deal  of 
difficulty  in  getting  cooperation  from  the  operating  department  and 
what  was  then  the  Bureau  of  Survey;  in  fact,  the  entire  oi)erat- 
ing  department,  covering  the  purchasing  agent,  the  steward's  depart- 
ment, the  engine  department,  and  so  forth.  I  became  familiar  with 
that  on  Mr.  Willcox^s  leaving  New  York,  and  endeavoring  to  carry 
out  the  fight  which  he  had  started,  to  put  the  thing  on  a  proper 
basis  for  getting  proper  accounting. 

The  Chairman.  Did  you  get  it  there? 

Mr.  Baker.  No,  we  never  did. 

The  Chairman.  Whv? 

Mr.  Baker.  Well,  the  policy  of  the  operating  department  did  not 
agree  with  what  we  thought  was  necessary  to  get  complete  records,  in 
order  that  we  could  properly  audit  bills  and  make  disbursements. 

The  Chairman.  Who  was  in  charge  of  operations  then? 

Mr.  Baker.  Capt.  Yates. 

The  Chairman.  Do  you  mean  the  operations  department  here  in 
New  York? 

Mr.  Baker.  In  New  York;  yes,  sir. 

The  Chairman.  Well,  what  was  the  point  at  issue,  Mr.  Baker! 
Can  you  just  tell  the  committee  what  it  was  that  you  desired  to  have 
corrected  ? 

Mr.  Baker.  Why,  particularly  in  purchases.  The  purchasing 
agent,  under  Capt.  Yates,  had  authority  to  make  purchases  both  for 
ships  and  for  supplies  in  the  Hoboken  storeroom.  He  left  contracts 
to  whoever  he  saw  fit  at  first :  later  they  had  competitive  bids.  ly 
checked  the  receipt  of  materials,  the  quality  of  materials  received, 
and  would  approve  the  bills;  the  comptroller  having  nothing  what- 
ever to  do  with  it  until  the  approved  bill  reached  the  comptrollers 
department,  then  he  was  to  enter  it  in  his  books  and  pay  it,  with  no 
check.  , 

The  Chairman.  No  check  as  to  whether  proper  prices  were  ob- 
tained ? 

Mr.  Baker.  No,  sir. 

The  Chairman.  Well,  how  long  did  that  practice  prevail  there,  to 
your  knowledge? 

Mr.  Baker.  I  do  not  know  just  how  long.  I  know  it  was  in  ®^' 
istence  from  March  1,  1918,  until  December  31,  1918. 

The  Chairman.  While  vou  were  here? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  Capt.  Yates  here  all  that  time? 

Mr.  Baker.  Yes,  sir. 
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e  Chairman.  With  whom  were  you  trying  to  get  this  corrected ; 

whom  didyou  take  it  up ? 

.  Baker.  Well,  Mr.  WiUcox  first  took  it  up  in  Washington  with 

jmptroller. 

e  C  hairman.  Who  was  the  comptroller  then,  when  he  first  took 

• 

.  Baker.  Well,  Mr.  W.  L.  Soleau,  I  believe  was  the  first  comp- 

T,  and  later  J.  J.  Nevin.     In  conferences  with  Mr.  Nevin  and 

WiUcox,  they  endeavored  to  get  Mr.  Ros^iter  to  change  the 

od  and  tried  to  get  Capt.  Yates  to  change  the  method,  which  was 

one.     We  had  plenty  of  reasons  to  believe  that  there  were  irreg- 

bies  amongst  the  checkers  receiving  the  goods.    That  became  so 

rent  to  Capt.  Yates,  through  our  repeated  conversations  on  the 

ct,  that  he  saw  fit  to  look  into  his  own  checkers  to  see  if  our 

tions  were  true,  with  the  result  that  some  of  them  were  found 

^,  I  believe. 

e  Chairman.  Was  this  matter  also  looked  into  by  the  investi- 

n  bureau  ? 

.  Baker.  Yes,  sir.  ' 

e  Chairman.  Was  this  practice  which  you  and  Mr.  WiUcox  were 

Lvoring  to  have  changed,  resulting  in  loss  to  the  Shipping  Board 

?ially,  through  excessive  costs  or  improper  checks  or  irregulari- 

n  the  quantity  and  quality  of  material  secured  ? 

.  Baker.  Yes,  sir. 

e  Chairman.  Do  you  know  whether  or  not  here  at  New  York 

[>ractice  still  prevails? 

.  Baker.  No,  sir. 

e  Chairman.  Or  have  you  no  knowledge.  * 

.  Baker.  I  have  no  jurisdiction  whatever  at  present. 

e  Chairman.  Well  now,  will  you  tell  us  what  you  found  with 

^nce  to  ship  control  practice  from  an  accounting  standpoint, 

you  were  here  ? 

.  Baker.  We  did  not  find  anything.    We  tried  very  hard  to  get 

information  from  the  shipping  control  committee,  with  the 
:  that  we  were  turned  down,  we  could  not  have  the  information 

the  location  of  our  boats.    Therefore 

e  Chairman.  Was  this  during  the  war? 

.  Baker.  Yes,  sir.    Therefore  we  were  unable  to  make  proper 

s.    We  were  receiving  accounts  from  abroad,  or  from  some  ports, 

ve  would  have  no  records  to  check  up  the  fact  that  that  boat  was 

\t  port.    We  did,  however,  in  time  compile  records  showing  the 

5  of  every  boat,  but  the  shipping  control  committee  would  give 

•  cooperation  whatever. 

e  Chairman.  How  about  chartering,  were  there  any  matters 

respect  to  charter  parties? 

.  Baker.  We  could  not  get  any  charter  parties  in  those  days. 

were  issued,  but  the  comptroller's  department  in  New  York 

not  obtain  copies  of  them,  making  it  doubly  hard 

e  Chairman.  Well,  how  could  you  account,  how  could  the  comp- 

r's  department  furnish  proper  accoimting  for  ships  that  were 

n  charters? 

.  Baker.  It  was  impossible. 

e  Chairman.  Did  you  ever  get  any  records  while  you  were  here, 

that! 
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Mr.  Baker.  Yes,  along  the  last  of  it  we  began  to  ^et  better  records. 
However,  the  accountings  for  boats  on  charter  parties  were  a  second- 
ary consideration  in  that  time ;  during  the  war  getting  the  boats  over 
there  was  primary.    Accounts  have  come  in  since  that  date. 

The  Chairman.  I  see.  Well,  the  Shipping  Board  need  not  neces- 
sarily have  suffered  any  loss  because  accounts  were  much  delayed? 

Mr.  Baker.  They  should  not  have. 

The  Chairman.  Well,  do  you  know  as  a  matter  of  fact  whether 
it  has  ? 

Mr.  Baker.  Why,  I  can  not  say  absolutely  that  I  do,  because  I 
have  not  audited  the  accounts. 

The  Chairman.  What  was  your  business  prior  to  coming  to  the 
Shipping  Board,  Mr.  Baker? 

Mr.  Baker.  I  was  with  the  State  Street  Trust  Co.  in  Boston  for 
about  six  years. 

The  Chairman.  As  what  ? 

Mr.  Baker.  Various  positions,  up  to  the  assistant  secretary's  desk. 

The  Chairman.  How  about  wharfage  here,  while  you  were  at  the 
New  York  office?  Do  you  know  anything  about  the  rates  being 
charged  for  wharfage  in  those  days? 

Mr.  Baker.  Why,  there  was  considerable  controversy  in  the  New 
York  office  regarding  the  wharfage  rates.  Just  before  I  went  with 
the  board  there  was  a  meeting  at  the  American  Steamship  Association, 
with  Mr.  W.  L.  Soleau,  to  endeavor  to  establish  a  rate  of  wharfege 
to  be  charged  by  all  wharves.  Mr.  Soleau,  so  he  told  me,  stated  that 
he  would  allow  a  rate  to  be  charged  by  the  owners  or  lessors  of  the 
wharves,  which  was  a  fair  rate  at  that  time. 
•From  previous  audits,  in  so  far  as  we  were  able  to  ascertain  from 
the  managing  agents'  books,  wharfage  was  $150  to  $200  a  day  at  that 
time,  but  all  of  a  sudden  every  one  seemed  to  start  in  charging  about 
$300  a  day,  and  in  extreme  cases  as  high  as  $500.  That  has  b^n  con- 
siderably reduced  since  that  date.  That  brought  on  a  condition 
where  various  people  were  looking  for  wharves,  endeavoring  to  lease 
wharves  fi'om  the  city  or  State,  in  order  that  tHey  could  rerent  them 
to  the  Shipping  Board  at  an  extremely  high  profit. 

The  Chairman.  With  reference  to  conditions  in  the  Gulf  district, 
Mr.  Baker,  when  you  left  here  and  went  to  the  Gulf  district,  what 
can  you  say  as  to  the  conditions  you  found  down  there,  either  as  to 
accounting  or  otherwise  ? 

Mr.  Baker.  When  I  left  New  York  I  had  instructions  from  Judg^ 
Nevin  to  go  down  and  open  the  district.  I  arrived  in  New  Orleans 
and  found  one  boy  handhng  the  entire  comptroller's  work  of  the  Gulf 
district,  a  1,700  mile  territory.  It  was  necessary  to  start  a  general 
office  in  New  Orleans,  and  suboffices  in  seven  ports  m  the  district,  which 
was  done  under  great  difficulty,  because  of  the  fact  that  we  could  not 
obtain  help  at  that  time  competent  to  put  into  the  offices.  The  man- 
aging agents  down  there  knew  nothing  of  Shipping  Board  methods; 
they  had  to  be  taught,  as  well  as  the  employees  in  the  offices. 

The  Chairman.  This  was  in  January,  1918  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Or  1919? 
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Mr.  Baker.  1919,  yes,  sir.  I  did,  however,  in  six  months  time,  get 
le  district  in  fairly  good  shape^  turned  it  over  to  a  successor,  and  I 
etme  back  to  Boston  for  a  vacation. 

The  Chairman.  Was  the  accounting  up  to  date  down  there  in  the 
lulf  district? 

Mr.  Bajker.  It  was  when  I  left,  yes,  sir. 

The  Chauiman.  But  when  vou  went  down  there? 

Mr.  Baker.  When  I  went  down  there? 

The  Chairman.  Yes. 

Mr.  Baker.  When  I  went  down  there  there  had  been  no  accounting 
to  speak  of,  because  of  the  fact  that  all  boats  in  that  territory  had 
been  assigned  to  operators  north,  principally  in  New  York,  and  the 
people  in  the  Gulf  district  had  simply  Wn  acting  as  agents  for  the 
operators  north.    Therefore 

The  Chairman.  Well,  how  about  the  construction  accounts,  had 
'hey  all  been  audited  and  adjusted? 

Mr.  Baker.  I  do  not  know.  I  was  in  the  Division  of  Operations, 
md  I  had  nothing  to  do  with  that. 

^  The  Chairman.  Oh,  I  see;  you  were  the  Comptroller  for  the  Divi- 
don  of  Operations  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  What  did  you  find  when  you  got  to  Boston  ?  What 
vvas  the  situation  up  there  ? 

Mr.  Baker.  They  had  been  operating  for  a  year  and  a  half  under 
^ery  peculiar  conditions.  We  had  a  district  agent  who  had  been  in 
bhe  business  for  some  time,  and  was  interested  in  numerous  com- 
panies— steamship  companies,  coal  companies,  repair  yards,  ship 
chandlery,  etc. 

The  Chairman.  Who  was  he  ? 

Mr.  Baker.  Capt.  Arthur  Crowley.  He  left  the  week  before  I 
»vent  there.  We  found  that  much  investigation  work  had  been  done 
before  I  went  there  by  the  investigation  department  of  the  Shipping 
Board,  as  well  as  the  Navy  Department,  and  I  believe  the  Intelli- 
^nce  Department  of  the  Army  had  been  working  on  it.  Those  re- 
ports were  already  in  my  hands,  and  I  found  it  necessar;!^  to  go  out 
iinong  the  managers  and  operators  to  straighten  out  an  idea  which 
:hey  had  through  some  source  that  they  must  do  business  through 
)ne  ship  chandler  or  one  or  two  repair  yards  or  they  would  be  liable 
o  have  their  ships  taken  away. 

After  a  new  assistant  director  came  in  there  that  condition 
:hanged.  We  obtained  competitive  bids,  or  had  managing  agents  do 
t,  for  supplies,  and  the  ship  chandlery  business  dropped  down  about 
10  per  cent. 

The  Chairman.  The  what  ? 

Mr.  Baker.  The  ship  chandlery  business  dropped  down  about  60 
»er  cent. 

The  Chairman.  You  mean  the  amounts  paid  by  the  Shipping 
Joard? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Dropped  about  60  per  cent? 

Mr.  Baker.  To  this  one  ship  chandlery  concern. 

The  Chairman.  Yes. 
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Mr.  Baker.  It  took  a  long  time  to  overcome  that  condition.  The 
thing  did  straighten  itself  out,  however,  and  it  is  running  to-day  on 
a  very  efficient  basis  so  far  as 

The  Chairman.  Axjtual  competition  is  there? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Are  you  getting  better  prices? 

Mr.  Baker.  Better  than  we  were  at  that  time ;  not  as  good  as  we 
should  by  any  means. 

The  Chairman.  Well,  now,  what  is  the  reason  you  are  not  getting   I J 
as  good  prices  as  you  ought  to  up  in  the  Boston  district  now?  t^ 

Mr.  Baker.  Because  managing  agents  are  allowed  to  purchase  |^^ 
supplies  as  they  see  fit. 

The  Chairman.  That  is  under  the  existing  agreement  ? 

Mr.  Baker.  All  agreements. 

The  Chairman.  All  agreements.    Did  you  find  the  accounts  fait\j 
well  upto  date  when  you  went  to  the  Boston  district? 

Mr.  jBaker.  No,  sir;  very  poorly. 

The  Chairman.  Had  they  been  brought  up? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  many  operators  are  there  out  of  Boston-  "^ 

Mr.  Baker.  There  were  11  up  to  very  recently. 

The  Chairman.  All  of  them  experienced  operators,  who  had  j^:^  de- 
vious experience? 

Mr.  Baker.  No,  sir;  one  or  two  who  are  comparatively  new. 

The  Chairman.  Who  are  they? 

Mr.  Baker.  Lorence  &  Co.,  Inc. ;  Rogers  &  Webb ;  Intercoast  S-    S- 

Co.  Those  are  about  the  only  new  ones.  There  are  a  couple  ^* 
other  concerns  endeavoring  to  get  in  Boston  at  the  present  time  :^^^ 
operation. 

The  Chairman.  Now,  coming  back  to  conditions  here  in  K^^ 
York  J  did  the  same  conditions  which  you  have  described  as  to  sl"^^? 
supplies  and  wharfage  and  chartering  exist  relative  to  rates  procuC^" 
for  water?  Were  there  any  uniform  rates  for  water,  or  any  c^^'^' 
tomarv  rates? 

Mr.  Baker.  In  New  York,  do  you  mean? 

The  Chairman.  Yes. 

Mr.  Baker.  Why,  I  can  not  say  definitely  about  that  at  the  pres^^^ 
time. 

The  Chairman.  Well,  were  there  any  delays  in  the  managing  c^P' 
erators'  accounts  for  supplies  of  water  and  fuel  and  repairs? 

Mr.  Baker.  I  do  not  remember  of  any  just  at  this  minute. 

The  Chairman.  Coming  to  the  allocation  of  vessels,  Mr.  Bafc  ^^' 
what  procedure  in  accounting  was  followed  when  you  were  here  ^ 
New  York,  after  the  allocation  of  a  ship  to  a  certain  operator?  AVI  ^^ 
routes  did  the  accounting  system  follow  ? 

Mr.  Baker.  It  should  ne  direct  from  the  managing  agent 

The  (^hatrman.  No,  no:  what  did  it?    What  was  the  procedu 

Mr.   Baker.  AVhile  I   was  in  New  York  we  had  very  very  f 
accountings  rendered. 

The  Chairman.  Voyage  accountings? 

Mr.  Baker.  Yes,  sir.    We  were  operating,  or  the  Shipping  Bo 
was  oi)erating,  a  large  number  of  boats  itself  at  that  tune.    It  ^ 
really  prior;  it  was  prior  to  the  date  that  we  assigned  boats  for  op— "^ 
fltion,  except  on  requisitioned  boats. 
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The  Chaikman.  Well,  then,  after  they  began  assigning  them  on 
Kiuisition.  was  the  accounting  kept  up?"^ 

Mr.  Baker.  1  was  out  of  New  \  ork  before  that. 

The  Chairman.  Oh,  yes.  ^  Does  the  director  of  operations  furnish 
16  comptroller  now  the  information  necessary  for  proper  ac- 
Qunting? 

Mr.  Baker.  He  majr  in  some  districts.  He  does  not  in  mine;  we 
ave  to  furnish  him  with  it. 

The  Chairman.  You  furnish  the  director  of  operations  with  in- 
ormation  ? 

Mr.  Baker.  Yes,  sir.  The  general  orders  say  he  will  furnish  the 
^mptroller.    It  seems  to  be  the  reverse. 

The  Chairman.  Well,  are  there  any  methods  which  the  operator 
in  use  to  reduce  his  indebtedness  to  the  Shipping  Board,  or  to 
ssen  the  expense  of  operation? 

Mr.  Baker.  You  mean,  if  he  saw  fit  to  be  a  little  irregular  in  his 

K)kkeeping? 

The  Chairman.  Yes. 

Mr.  Baker.   Yes,  there  are  many  opportunities  to. 

The  Chairman.  Under  the  existing  agreement? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Such  as  what  ? 

Mr.  Baker.  Well,  bridge  tolls  is  one  thing.    He  can  refrain  from 

porting  demurrage,  he  can  hold  that  up,  not  report  it  to  us.    If  we 

ve  proper  itineraries,  we  can  check  that  out  and  find  out  what  is 

reported.     If  we  do  not  have  proper  itineraries,  it  is  impossible  to 

tect  it. 

The  Chairman.  How  are  all  those  things  checked  now  ?    Is  there 

t  some  way  of  the  accounting  department  checking  those    lings 

►w? 

Mr.  Baker.  We  check  them  in  our  office  to-day.    We  have  had  to 

lild  up  what  is  known  as  a  position  book  department,  showing  the 

►sition  of  every  one  of  our  boats  at  every  minute,  from  the  time 

was  assigned  to  our  district  up  to  the  present  time.    By  the  aid  of 

at  information  we  are  able  to  make  a  complete  audit. 

The  Chairman.  Well,  how  do  you  get  that  information,  by  wire- 

5S  from  the  boat  ? 

Mr.  Baker.  No,  sir ;  we  get  that  from  various  sources ;  the  director 

supposed  to  furnish  all  of  that  information,  he  furnishes  part  of 

we  get  reports  direct  from  managing  agents,  we  get  it  from  the 
porting  agencies,  we  get  it  from  outside  districts,  the  comptroller's 
partments,  newspapers — information  of  any  sort  which  we  can 
ck  up  in  correspondence  and  telegrams  passing  between  various 
ices  of  operations  or  the  comptroller's  department.    We  assemble 
at  all  on  one  card,  which  is  really  the  basis  of  all  audits. 
The  Chairman.   Do  you  remember  the  case  of  the  Black  Star  at 
liladelphia,  involving  fuel  oil? 
Mr.  Baker.  With  reference  to  fuel  oil  ?    Yes,  sir. 
The  Chairman.  What  was  there  about  that  transaction  ? 
Mr.  Baker.  The  Shipping  Board  has  a  contract  to  purchase  fuel  oil 
^m,  I  believe,  the  Mexican  Petroleum  in  Philadelpnia.    One  of  our 
maging  agents,  John  S.  Emery  Co.,  needed  fuel  oil  at  Philadelphia, 
d  requested  that  the  same  be  furnished  his  boat  when  it  arrived 
5re  from  Boston.    He  was  informed  by  the  operation  department 
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at  Philadelphia  to  forward  a  check  to  the  Blue  Star  Navigation  Co.  at 
the  rate  of  something  over  $5  a  barrel,  and  when  the  boat  arrived 
there  the  oil  would  be  furnished. 

When  the  boat  arrived  they  called  on  the  Blue  Star  Naviffation 
Co, ;  they  were  instructed  to  go  to  the  Mexican  Petroleum,  and  they 
would  furnish  the  oil,  which  they  did.  The  boat  then  proceeded 
on  her  way. 

Later  the  Mexican  Petroleum  Co.  bills  our  managing  agent,  John  S. 
Emery,  for  the  oil  at  a  dollar  and  thirty-odd  cents  a  barrel,  instead  of 
$5  and  some  odd,  a  difference  of  something  like  $15,000. 

There  was  another  case  similar  to  that,  which  had  come  up  on — 

The  Chairman.  Well,  now,  just  before  you  go  on  to  that  other 
case;  do  I  understand  that  they  had  sent  the  check  at  $5  a  barrel? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  it  was  filled  at  $1.38  a  barrel? 

Mr.  Baker.  By  the  Mexican  Petroleum  Co.  The  check  was  sent 
to  the  Blue  Star  Navigation  Co.,  who  were  to  deliver  the  oil  accord- 
ing to  the  instructions  from  the  division  of  operations  in  Phila- 
delphia. 

The  Chahiman.  To  the  operator? 

Mr.  Baker.  Yes,  sir ;  to  our  operator. 

The  Chairman.  The  Blue  Star  was  evidently  making  the  $3.62 
profit,  were  thw? 

Mr.  Baker.  I  don't  know. 

The  Chairman.  Well,  was  the  amount  paid  charged  to  the  Ship- 
ping Board  andpaid ! 

Mr.  Baker.  The  amount  had  been  paid  out  of  our  trust  fund,  a 
check  of  twenty-odd  thousand  dollars. 

The  Chairman.  Now,  you  say  there  was  another  case  ? 

Mr.  Baker.  Another  case  came  up  this  last  week,  very  much  the 
same.  I  have  not  the  details  on  that;  I  have  not  had  an  opportunity 
to  go  into  it. 

The  Chairman.  How  is  the  fuel  coal  purchased  in  the  Boston  dis- 
trict now? 

Mr.  Baker.  You  mean  bunker  coal,  I  presume? 

The  Chairman.  Yes ;  bunker  coal. 

Mr.  Baker.  Well,  we  Kave  very,  very  little  of  that  to  supply  ^ 
Boston.  It  is  mostly  supplied  from  Norfolk,  where  our  ships  almost 
always  bunker.  What  little  there  is  is  supplied  by  bunkering  people 
in  Boston,  at  the  usual  high  rates,  which  the  Snipping  Board  his 
had  to  pay. 

The  Chairman.  How  large  a  force  have  you  got  in  your  depart- 
ment in  Boston,  Mr.  Baker? 

Mr.  Baker.  At  present  I  am  reducing  it,  in  accordance  with  the 
reduced  amoimt  of  shipping  which  is  going  on.  In  August  I  had 
one  hundred  and  seventy-odd  men ;  now,  or  within  a  week  or  so,  I 
will  have  the  force  cut  down  to  100. 

The  Chairman.  How  many  steamers  do  you  say  are  operating  out 
of  Boston? 

Mr.  Baker.  Tliey  have  been  operating  considerable.  Of  late  we 
have  had  as  high  as  68  oflF  shore — a  total  I  should  say  of  about  100. 

The  Chairman.  Can  you  close  the  accounts  of  any  of  these  manag- 
ing operators  that  are  operating  Shipping  Board  snips  now  ? 
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Mr.  Baker.  Not  those  who  have  been  operating  prior  to  May  1, 
919,  because  of  the  fact  that  all  accountings  from  managers  and 
operators,  voyage  accountings,  were  sent  direct  to  Washington  up  to 
iat  time.  They  have  not  been  audited  and  returned,  so  that  we 
iire  unable  to  settle. 

Since  that  date  Washington  has  decentralized,  and  we  have  been 
able  to  settle  on  accountings  since  then ;  that  is,  we  would  be  able  to 
settle  provided  the  others  had  been  settled  up  in  the  first  place.  I 
iave  fldready 

The  Chairman.  Well,  suppose  it  involved  the  operation  of  a  ship 
►egfinning  lonii:  prior  to  May  1,  11)19,  and  continuing  afterwards 
lown  to,  say,  l)ecember  1,  1920,  and  you  wished  to  strike  a  balance 
low  and  settle  up  with  that  concern,  could  it  be  done? 

Mr.  Baker.  No,  sir. 

The  Chairman.  Because  of  the  fact  that  the  transactions  prior 
•  May  1,  1919,  have  not  been  audited  and  returned  to  you. 

Mr.'  Baker.  Precisely. 

The  Chairman.  Do  vou  know  whether  thev  have  been  audited  in 

ashington,  and  the  balance  ascertained  ? 

Mr.  Baker.  They  have  not. 

The  Chairman.  You  know  that? 

Air.  Baker.  Yes,  sir. 

The  Chairman.  Well,  wath  reference  to  voyage  accountings  since 

ay  1, 1919,  are  kept  up  fairly  well? 

Mr.  Baker.  Yes,  sir.     I  have  every  outstanding  account  in  my 

ice,  or  I  did  have  December  31,  of  every  ship  that  had  finished 

"^oyage  after  October  21, 1920. 

The  Chairman.  That  was 

Mr,  Baker.  Two  months  behind. 

The  Chairman.  60  days,  two  months.    Well,  do  you  think  that 

ti  be  kept  up,  that  accounting? 

iMr.  Baker.  Yes,  sir,  I  intend  to  keep  it  up,  if  I  can. 

The  Chairman.  Well,  I  mean,  was  there  anything  exceptional 

out  the  operations  which  permitted  to  get  it  down  within  two 

>nths? 

3SIr.  Baker.  We  had  a  voyage  account  drive  on,  as  was  the  case  in 

^rv  district,  instituted  by  the  comptroller. 

The  Chairman.  Mr.  Tweedale? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  But  prior  to  that  very  few  voyages  had  been 

::^ounted  ? 

Mr.  Baker.  Yes,  sir;  on  account  of  the  disagreements  in  the 

),naging  agreements,  between  the  board  and  the  steamship  associa- 

The  Chairman.  When  were  the  instructions  for  operators'  ac- 

imts  back  to  March,  1919,  issued,  do  you  remember? 

Mr.  Baker.  November  12, 1920. 

The  Chairman.  November  12  last  ? 

Mr.  Baker.   iTes,  sir. 

The  Chairman.  Were  there  any  other  matters  down  in  the  Gulf 

strict  that  came  to  your  attention  while  you  were  there  which  re- 

ired  remedying  or  from  which  the  Shipping  Board  was  suffering 

oss  financially! 
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Mr.  Baker.  Yes,  sir.  They  were  purchasing  everything  from  ship 
chandlers,  every  item  that  went  onto  a  boat.  Ship  chandlers  were 
purchasing  from  wholesalers,  and  charging  a  profit  anywhere  from 
20  to  40  or  50  per  cent ;  and  without  any  authority  I  notified  every 
ship  chandler  that  in  the  future,  if  he  furnished  the  Shipping  Board 
with  anything  that  he  did  not  nave  in  stock,  the  bills  would  not  be 
paid.  I  had  endeavored  to  get  the  managing  agents  to  stop  that 
practice,  but  could  not,  so  I  issued  the  letter  direct  to  the  ship 
chandlers. 

The  Chairman.  Then  that  was  very  similar  to  the  condition  you. 
found  at  Boston  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  prevailed  to  some  extent  here  in  New  York 
also  while  you  were  here? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  So  that  was  sort  of  a  general  condition  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  that  remedied  in  the  southern  district? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  you  say,  while  it  has  been  remedied  at  Bos- 
ton, there  is  room  for  the  Shipping  Board  still  to  get  better  prices 
at  Boston  ? 

Mr.  Baker.  ,Yes,  sir. 

The  Chairman.  Were  there  any  other  matters  down  in  New 
Orleans  that  you  found  ? 

Mr.  Baker.  I  was  in  pretty  close  connection  with  the  investiga- 
tion department  down  there,  on  account  of  the  fact  that  they  were 
investigating  the  construction  division.  Hulls  were  being  completed 
and  turned  over  to  the  division  of  operations.  Through  personal 
acquaintance  we  obtained  considerable  information  from  the  in- 
vestigation department,  and  shipyards,  of  defects  in  bolts  which 
made  them  unseaworthy,  unfit  for  carrying  tonnage,  and  really  unfit 
to  operate. 

The  Chairman.  Wooden  boats? 

Mr.  Baker.  Yes,  sir.     To  safeguard  the  division  of  operations,  I 
considered  it  my  duty  to  hold  up  such  ships,  and  demand  that  they 
be  used  by  the  division  of  operations.     We  found  on  many  ship?     ^  ^ 
there  was  the  question  of  tree  nails.    In  the  Lone  Star  yard,  I  b^     j ' 
lieve,  the  average  was  five  out  of  sixteen  females  went  through,  and    | 
went  into  the  planking ;  eleven  of  them  were  dummies. 

The  Chairman.  You  say  that  was  obtained  by  the  bureau  of 
investigation  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Who  went  down  there  on  that  investigation,  do 
you  know? 

Mr.  Baker.  Mr.  Kichardson  obtained  the  greater  part  of  it- 
There  were  other  irregularities  in  ship  construction.  Some  of  the 
boilers  and  en^nes  were  not  even  bolted  in  the  ship,  practically  set 
in  as  cargo.  The  only  thing  that  held  them  in  place  was  the  shaft. 
They  were  really  unfit,  in  a  great  many  cases,  to  put  a  human 
being  on. 

The  Chairman.  Well,  did  you  find  any  such  instances  with  refer- 
ence  to  that  here  at  New  York? 


.♦ 
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:er.  There  were  no  wood  ships  being  built  in  this  section. 
\iB3iAN.  Or  up  in  the  Boston  district? 
CER.  Why,  we  have  had  more  or  less  trouble  with  Lake 
ng  down,  Boston  being  the  port  or  district  which  receives 
le  late  tyiDC  of  boats. 

\IRMAN.  There  were  some  wood  ships  built  up  there,  were 
in  that  district? 

LER.  I  believe  so,  but  they  ended  before  I  went  there.    We 
a  great  deal  of  difficulty  with  repairs  to  those  boats.     A 
of  that  has  been  charged  back  to  the  construction  or  to 
rs'  accounts. 

AIRMAN.  Well,  the  wood  ship  fleet  is  not  one  that  can  b^ 
ly  or  economically  operated  as  the  steel  ships,  is  it? 
KER.  Generally  speaking,  yes.  • 

AIRMAN.  Is  it  your  opinion  that  this  large  fleet  of  wooden 
•h  the  Shipping  Board  has  should  be  fitted  up  and  equipped 
tion?  ' 

KER.  I  do  not  know  what  trade  the  board  could  put  them 
operate  them  successfully.    They  might  be  used  as  barges 
or  something  of  that  sort  very  well,  but— — 
[AIRMAN.  Are  there  any  wooden  hulls  stored  up  in  Boston 

KER.  I  believe  we  have  one,  the  Badson^  coming  down 
Johns,  Newfoundland.    It  has  been  on  the  rocks  up  there 
it  many  months,  at  a  great  deal  of  expense.    I  think  that 
t  one  we  have,  excepting  some,  I  believe,  that  are  laid  up 
london,  which  comes  in  our  territory. 
[AIRMAN.  Was  the  Baason  an  operating  ship? 
KER.  Yes,  sir ;  she  was  being  operated  by — ^let  us  see,  she  was 
re  boat  charter  to  the  Lorence  Navigation  Co.     ohe  went 
;ks  with  cargo  at  St.  Marys,  Newfoundland. 
^AIRMAN.  By  the  way,  Mr.  Baker,  have  jou  received  any 
Qs  or  caution  by  instruction  or  otherwise  as  to  the  in- 
1  you  should  give  this  committee  by  any  of  your  superior 

kKER.  I  have  been  advised  to  allow  questions  of  policy  or 

to  be  handled  by  the  general  office. 

lAiRMAN.  Well,  do  you  mean  to  say  that  if  we  were  to  ask 

•  opinion  upon  a  rtiatter  of  accounting,  you  take  it  your 

ms  have  been  not  to  give  this  committee  the  benefit  of  your 

if  it  is  of  benefit,  but  to  refer  it  to  somebody  else. 

KER.  Yes,  sir. 

iairman.  Who  gave  you  that  information  or  advice? 

KER.  The  general  comptroller. 

iairman.  Mr.  Tweedale? 

lKER.  Yes,  sir.  • 

iairman.  How  long  ago  ? 

,KER.  The  last  time  I  was  in  New  York  here,  before  you  went 

ngton. 

HCAiRMAN.  Before  the  committee  went  to  Washington  t 

lker.  Yes,  sir. 

EiAiRMAN.  Last  November  sometime? 

iKER.  Yes,  sir ;  I  think  it  was  in  November.    It  was  the  date 

hanksgiving,  I  believe. 
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The  Chairman.  From  your  experience  in  the  accounting  division 
or  in  the  comptroller's  department  of  the  Shipping  Board  or  the 
Fleet  Corporation,  in  the  three  districts  where  you  have  been,  I 
would  ask  you  if  the  accounting  for  ship  operations  is  better  now  than 
it  has  been,  and  if  it  can  be  made  better  than  it  is  at  present  ? 

Mr.  Baker.  In  my  office  it  is  very  much  better  tnan  it  has  been. 
It  will  be  perfected  m  the  future. 

The  Chairman.  There  is  room  for  improvement,  you  mean  ? 

Mr.  Baker.  Yes,  sir;  inasmuch  as  1  have  a  comparatively  new 
audit  force  for  auditing  voyage  accounts. 

The  Chairman.  Have  you  received  cooperation  from  the  home 
office  in  any  suggested  improvements  or  changes  made  in  the  account- 
ing methods? 

Mr.  Baker.  Why,  we  receive  all  the  general  orders  that  are  issued, 
and  we  are,  I  understand,  to  have  periodical  meetings  in  the  general 
comptroller's  office  to  discuss  questions  which  arise  from  one  meet- 
ing to  another,  which  might  be  for  the  mutual  benefit  of  all  divisions. 

The  Chairman.  Have  you  had  any  of  those  meetings  yet? 

Mr.  Baker.  We  have  had  one. 

The  Chairman.  That  is,  the  comptrollers  from  the  various  dis- 
tricts got  together  and  discussed  matters  of  accounting,  and  as  to 
how  it  can  be  perfected  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  And  have  some  of  these  suggestions  been  followed 
out? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  What  I  meant  to  say  was,  prior  to  this  first  con- 
ference, when  you  have  made  a  suggestion,  if  you  have  made  any  in 
any  of  these  districts,  as  to  bringing  about  what  you  felt  were  needed 
changes,  have  you  received  cooperation  from  the  nome  office  and  have 
some  of  your  suggestions  l>een  adopted,  or  did  they  permit  you  to 
follow  them  out? 

Mr.  Baker.  A  great  many  of  my  suggestions  of  late  have  come  out 
in  the  form  of  general  orders  very  shortly  after  I  have  made  the  sug- 
gestion.    I  do  not  know  whether  it  is  my  suggestion 

The  Chairman.  Perhaps  if  I  put  tne  question  the  other  way: 
Have  you  been  hampered  or  hindered  in  any  way  by  the  home  office 
in  changing  the  methods  of  accounting,  or  in  making  improvements 
in  the  system,  either  when  you  have  suggested  it,  or  when  others  have 
made  the  suggestion  ? 

Mr.  Baker.  Not  recently.  Some  time  ago  it  was  impossible  to 
get  an  answer  to  a  letter  or  a  telegram. 

The  Chairman.  How  long  ago? 

Mr.  Baker.  Oh,  six  months  ago,  I  should  say. 

The  Chairman.  Who  was  general  comptroller  then? 

Mr.  Baker.  Mr.  Tweedale;  just  after  he  took  office. 

The  Chairman.  Oh,  just  after  he  became  comptroller? 

Mr.  Baker.  Yes,  sir. 

Tne  Chairman.  Well,  then,  there  is  cooperation  between  your  dis- 
trict at  present  and  the  home  office  as  far  as  accounting  goes? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Now,  is  there  any  other  Shipping  Board  official 
up  there  in  Boston  besides  you,  as  the  district  comptroller? 
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Mr.    Baker.  Mr.    Lacey    is    acting    district    director;    Mr.    Mc- 

Oregor 

The  Chairman.  How  many  men  has  Mr.  Lacey  under  him,  approx- 
imately? 

Mr.  jBakbr,  Oh,  I  should  say  30. 
The  Chairman.  And  who  else  is  there? 

Mr.  Baker.  Mr.  McGregor,  district  manager  of  construction  and 
repair. 

The  Chairman.  How  many  men  has  he  under  him? 
Mr.  Baker.  I  should  say  al3out  10  or  12 ;  12,  I  should  say. 
The  Chairman.  Any  other  officials? 

Mr.  Baker.  No,  sir.     Yes,  there  is;  Mr.  Hickey  is  the  representa- 
tive of  the  supply  and  sales  division  in  Boston. 
The  Chairman.  How  many  men  has  he  got? 
Mr.  Baker.  I  believe  two. 

The  Chairman.  Two.     Is  there  a  concentration  plant,  or  whatever 
-they  call  it;  is  there  a  plant  up  there  where  material  is  assembled? 
Mr.  Baker.  Assembled?     You  mean  surplus  material,  etc? 
The  Chairaian.  Yes,  surplus  material. 
Mr.  Baker.  Yes,  sir,  there  is. 
The  Chairman.  Where  is  it? 

Mr.  Baker.  In  East  Boston.  It  comes  under  the  jurisdiction  of 
the  supply  and  sales  division. 

The  Chairman.  Is  there  some  construction  work  going  on  at  Fall 
Kiver  now? 

Mr.  Baker.  No,  sir. 

The  Chairman.  Any  repair  work  there? 
Mr.  Baker.  Very  little. 
The  Chairman.  Where  is  it? 
Mr.  Baker.  Very  little  in  the  district. 
The  Chairman.  Very  little  in  the  district  ? 
Mr.  Baker.  At  present. 

The  Chairman.  How  long  would  it  take,  Mr.  Baker,  in  your  judg- 
ment, to  bring  these  accounts  prior  to  May  1,  1919,  up  to  date,  by  a 
proper  audit  drive. 

Mr.  Baker.  You  mean  provided  they  were  transferred  from  Wash- 
in^on  to  me  to  audit? 

The  Chairman.  Yes,  to  the  various  districts. 
Mr.  Baker.  I  do  not  know,  because  I  have  no  idea  how  many 
there  are.     I  do  not  think  it  would  take  but  a  very  short  time  to 
properlv   audit  then\   and  pass   them   through   the  books   as  they 
should  be.  , 

The  Chairman.  Have  you  had  sufficient  experience  in  the  account- 
ing to  venture  an  opinion  as  to  whether  these  ships  can  be  operated 
to  greater  advantage  to  the  Government  under  a  bare  boat  charter 
basis  or  under  some  other  form  of  agreement? 

Mr.  Baker.  I  can  not  see  how  they  could  become  a  loss  on  a  bare- 
boat basis,  except  that  they  might  not  be  able  to  put  them  out  on  a 
bare-boat  charter.    That  is  the  only  possibility  of  a  loss. 

The  Chairman.  That  is,  that  you  might  not  be  able  to  dispose  of 
them  under  that  plan? 
Mr.  Baker.  Yes,  sir. 
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The  Chairman.  Well,  there  probably  would  not  be  any  more  of 
them  tied  up  than  there  are  at  present,  would  there? 

Mr.  Baker.  Of  course,  that  depends  on  monetary  conditions  and 
shipping  conditions  a  great  deal.    I  doubt  that 

The  Chairman.  Well,  under  present  conditions  the  Government 
appoints  these  operators  as  its  agents  and  pays  all  the  bills  and  gives 
the  operator  principally  a  free  hand  in  purchasing  supplies  or  fuel  or 
equipment  or  for  repairs,  and  the  operator  coUecte  the  freight  money 
and  he  is  permitted  to  draw  upon  a  trustee's  account,  and  credits  it 
with  the  moneys  received  from  frei  At,  and  then  if  the  accounting  is 
brought  up  to  date  some  time  or  other  the  Government  will  find  out 
whether  they  have  made  any  money  or  not.  Is  that  not  about  the 
situation  as  it  is  going  on  to-day  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  now,  how  can  they  get  that  information 
quicker  under  the  existing  agreement  and  get  a  balance  struck? 

Mr.  Baker.  By  following  up  the  boats  closer.  I  have  a  system  in 
my  office  to-day,  and  every  mana^ng  agent  in  my  district  knows  that 
in  20  days  after  a  boat  completes  its  voyage  my  man  is  going  to  be  in 
his  office  looking  for  a  voyage  account,  and  if  he  does  not  have  it 
my  man  is  going  to  be  such  a  nuisance  to  him  until  he  gets  it  that  he 
gets  it. 

The  Chairman.  Well,  now,  that  is  a  case  of  where  the  Shipping 
Board  has  to  chase  it  right  up. 

Mr.  Baker.  Precisely. 

The  Chairman.  That  is  the  system,  under  your  system? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Keep  right  after  it? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Well,  should  there  not  be  some  kind  of  a  proviso 
in  the  agreement  re<juiring  them  to  furnish  that  information  within  a 
certain  specified  time,  and  in  default  of  doing  so  they  suffer  a 
penalty? 

Mr.  Baker.  I  should  think  they  could ;  yes,  sir.  That  clause  is  in 
our  general  orders  now,  but  I  understand  that  general  orders  issued 
by  the  Shipping  Board  to  managing  agents  are  no  longer  a  part  of 
the  agreement. 

The  Chairman.  That  is  something  outside  of  the  agreement  ana 
does  not  have  to  be  honored  in  the  observance  if  the  operator  does  not 
wish  to  ? 

Mr.  Baker.  If  he  does  not  see  fit.  I  think  under  our  present 
operations  there  are  changes  which  might  be  extremely  benencial  to 
the  Shipping  Board. 

The  Chairman.  Well,  what  are  some  of  them  ? 

Mr.  Baker.  The  insertion  in  the  managing  agreement  of  a  clause 
relative  to  purchases  on  a  standard  basis,  rather  than  allowing  them 
to  go  ahead  and  purchase  whatever  they  want  to,  and  the  Shippii^g 
Board  stand  behind  them,  which  really  is  the  meaning  of  the  agree- 
ment to-day.    If  they  held  the  managing  agent  to  a  certain  standard 
price  per  meal,  or,  with  the  coal,  so  many  pounds  of  water  must  be 
evaporated  to  the  pound  of  coal  purchased,  or  pound  of  water  pur- 
chased, and  in  the  event  of  their  not  obtaining  that  standard  tlierc 
would  be  a  penalty  that  would  demand  of  the  managing  agent  that  he 
become  efficient  or  his  boats  would  be  reassigned;  it  would  demand 
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the  steward  that  he  obtain  that  fi^re  or  step  on  and  let  some- 
else  obtain  it;  it  would  demand  that  the  engineer  keep  his  engine 
)air  to  attain  that  efficiency ;  it  would  demand  that  he  saw  that  he 
very  pound  of  coal  that  the  boat  was  charged  for,  and  every 
1  of  water ;  otherwise  he  could  not  obtain  efficiency.  • 

B  Chairman.  Were  some  of  those  matters  discussed  at  this  con- 
ce  of  the  comptrollers  or  the  accounting  officers? 
.  Baker.  It  never  has  been  yet.    I  have  made  the  suggestion  to 
eneral  comptroller,  but  we  have  had  no  meeting  since.    That 
1  simplify  auditing  to  an  appreciable  amount. 
e  Chairman.  Did  you  ever  take  up  the  matter  of  having  some  of 
accounts  rendered  under  oath,  certified  under  oath,  by  the  cap- 
>r  the  steward  or  the  engineer  or  the  port  representatives? 
.  Baker.  That  never  has  been  done.    The  question  of  bond  has 
taken  up,  but  apparently  nothing  done  with  it  so  far.    If  the 
Ts  were  under  bond,  if  the  stewards  were  under  bond,  and  the 
eers  were  under  bond,  we  would  have  more  efficient  men,  because 
(.ho  had  committed  a  crime  or  who  had  in  some  way  been  so 
lent  that  the  Shipping  Board  did  not  want  them — and  they 
1  have  to  be  pretty  memcient — ^they  would  not  be  able  to  obtain 

i  Chairman.  The  committee  will  adjourn  until  9  o'clock  to- 
)w  morning. 

lereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  to  meet 
'clock  a.  m.  Tuesday,  January  18, 1921. 
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TESTIMOITY  OF  ME.  HYEON  C.  BAEEBr-Besumed. 

!  Chairman.  Mr.  Baker,  have  you  had  any  jurisdiction  over 
)f  surplus  material  ? 

Baker.  Tip  until  the  time  when  the  supply  and  sales  division 
apposed  to  take  that  work  over  it  came  under  my  Jurisdiction 
quantities  sold  and  seeing  that  the  material  was  offered  under 
jtitive  bids.  And  even  now  scrap  material  taken  from  our 
in  repair  yards  still  comes  under  my  jurisdiction  inasmuch  as 
ne  and  material  checkers  report  all  scrap  material  to  the  office, 
led  the  construction  and  repair  contracts  with  the  repair  yards 
b  call  for  the  repair  yard  or  the  managing  agent  to  have  dis- 
)n  of  it. 

Chairman.  Do  you  know  of  any  instances  where  material  has 
old  at  a  lower  price  than  would  nave  been  secured  than  by  ad- 
ng  or  soliciting  ? 
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Mr.  Baker.  In  the-case  of  the  reoruitin<r  service,  whose  headquar- 
ters originally  were  in  Boston,  there  w^as  in  the  vicinity  of  $4(K),0(N) 
worth  of  clothing  disposed  of,  to  reduce  the  stock  on  hand,  which 
was  sold  through  instructions  given  by  Judge  Payne  and  ratified 
later  by  the  board. 

The  Chairman.  How  much  was  received  for  it? 

Mr.  Baker.  About  $82,000. 

The  Chairman.  Do  you  know  to  whom  it  was  sold  ? 

Mr.  Baker.  It  was  sold  to  the  Harding  Uniform  &  Regalia  Co..  of 
School  Street,  Boston. 

The  Chairman.  What  clothing  did  it  consist  of? 

Mr.  Baker.  All  clothing  used  by  the  recruiting  service,  such  as 
sweaters,  chief  petty  officers'  overcoats,  denim  trousers,  and  various 
other  kinds  of  clothing  used  by  men  in  the  recruiting  service. 

The  Chairman.  Does  the  Shipping  Board  furnish  clothing  to  the 
men  on  ships  ? 

Mr.  Baker.  At  that  time  they  did. 

The  Chairman.  Do  they  now.  j 

Mr.  Baker.  They  have  up  to  very  recently.  The  recruiting  seir- 
ice  has  been  given  instructions  to  discontinue  or  practically  to  go  eut 
of  existence.  When  I  stated  approximately  $400,000  worth  of  cloth- 
ing, that  meant  at  prices  in  thousand  lots  back  in  1917.  That  price, 
if  the  goods  had  been  furnished  in  1920,  when  they  were  sold,  would 
have  been  much  higher. 

The  Chairman.  How  was  that  sale  effected,  do  vou  know? 

Mr.  Baker.  Capt.  Hibbard  then  was  in  charge  of  the  recruiting 
service  after  Mr.  Howard  resitrned.  and  he  took  the  matter  up  per- 
sonally with  Judge  Payne  and  w^as  given  absolute  authority  in  the 
matter  of  disposition  of  the  entire  surplus  stock.  Capt.  Hibbard 
requested  three  or  four  parties  to  present  bids.  It  was  not  ad- 
vertised in  the  dailv  mediums,  and  some  who  wished  to  bid  on  it 
apparently  had  no  opportunity. 

The  Chairman.  How  do  you  know  that? 

Mr.  Baker.  Because  vendors  in  Boston  came^to  my  office  and  re- 
quested oppoi1;unity  to  bid.  They  were  referred  to  Capt.  Hibbard, 
and  I  understood  from  them,  later,  were  never  given  an  opportunity 
to  bid.  They  had  to  go  to  the  purchasers  and  buy  from  them  at  a 
considerable  increase  in  price  over  what  was  paid  to  the  board. 

The  Chairman.  Did  this  sale  include  all  the  stock  they  had  on 
hand  or  only  just  that  part  that  had  been  declared  surplus? 

Mr.  Baker.  Only  that  which  was  considered  surplus  by  Capt- 
Hibbard;  but  in  some  cases  they  sold  more  than  thev  had  in  stock 
and  thev  had  to  even  cancel  some  sales  which  had  already  been 
made.  I  can  say  that  not  only  that,  but  the  contract  for  the  sale, 
instead  of  being  in  the  usual  Government  form;  that  is,  requiring 
certified  check,  to  be  presented  before  the  delivery  of  goods,  was 
in  the  form  that  the  goods  were  sold  on  a  80-day  basis.  Also  a 
commission  was  allowed  to  the  Harding  Uniform  &  Regalia  Co., 
which  commission  was  deducted  from  the  purchase  price. 

The  Chairman.  A  commission  was  allowed  them,  do  you  say? 

Mr.  Baker.  Ye?. 

The  Chairman.  What  do  vou  mean  bv  allowing  them  a  commis- 
sion?  They  bought  these  goods,  and  were  also  allowed  a  commis- 
sion for  buying  them  ? 
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Mr.  Baker.  Yes.  sir.     They  were  supposed  to  have  sold  the  goods 

a<rents  of  the  Snipping  Board  at  the  prices  quoted.  But  instead 
■  that  they  sold  them  at  a  much  higher  price,  and  at  the  same 
tne  the  board  allowed  them  a  commission. 

The  Chairman.  Do  you  know  how  much  that  commisison  was? 

Mr.  Baker.  It  varied  from  half  a  cent  to  2  or  3  cents  or  more  on 
ich  piece. 

The  Chairman.  When  did  this  transaction  occur,  the  sale  of  this 
aterial  ? 

Mr.  Baker.  About  a  year  ago. 

The  Chairman.  January,  1920,  about? 

Mr.  Baker.  I  think  it  was  the  latter  part  of  1919.  The  collection 
f  the  fund  was  left  to  me,  also  the  delivery  of  the  goods,  inasmuch 
s  the  recruiting  service  in  Boston  had  discontinued  business.  I 
bjected  strenuously  to  the  procedure,  but  was  ordered  to  remove 
ly  objections  and  allow  the  sale  to  proceed. 

The  Chairman.  Who  ordered  you  to  do  that? 

Mr.  Baker.  I  received  my  orders  in  a  telegram  from  Col.  Abadie, 
ben  general  comptroller  of  the  Shipping  Board.  He  advised  me 
lat  he  had  been  advised  by  the  board  and  the  legal  department  to 
oso. 

The  Chairman.  Now,  as  I  understand  you,  this  clothing  consisted 
f  sweaters 

Mr.  Baker  (interposing).  I  can  give  you  the  exact  time,  if  you 
ish. 

The  Chairman.  Very  well. 

Mr.  Baker.  I  delivered  2,473  blue  denim  work  trousers,  which 
Dst  $1.75  each,  and  the  sale  price  fixed  by  the  board  was  50  cents 
ich,  less  a  commission  of  5  cents  each,  which  made  a  selling  price  of 
1,012.85  for  goods  which  cost  the  board  $4^327.76. 

Also  4,800  olue  denim  work  blouses,  which  cost  the  board  $1.75 
ich,  and  they  sold  them  for  50  cents  each,  less  a  commission*  of  5 
mts  each.  Also  19,974  watch  caps,  which  cost  the  board  52  cents 
ich,  and  were  sold  for  25  cents  each,  less  a  commission  of  2^  cents. 

The  Chairman.  What  are  they  ? 

Mr.  Baker.  Little  visored  caps,  watch  caps,  they  are  called,  about 

le  same  as  the  caps  used  by  conductors  ana  motormen. 

The  Chairman.  Vou  may  continue. 

Mr.  Baker.  Also  8,000  apprentices  blue  woolen  trousers,  which 

St  the  board  $6.10  each,  and  were  sold  for  $2.50  each,  without  a 

mmission.    The  cost  in  that  case  to  the  board  was  $48,800,  and 

ey  were  sold  for  $20,000. 

Also  14,991  middy  blouses,  which  cost  $7  each  and  were  sold  for 

.25  each,  less  a  commission  of  2}  cents  each;  the  total  cost  being 

04,937,  and  they  were  sold  for  $18,363.    At  that  time  these  blouses 

»re  selling  in  the  stores  for  $7  each. 

Also  4J0OO  pea  coats,  which  cost  the  board  $15.12  each  and  were 

Id  for  $8,  less  a  commission  of  10  cents  each. 

Also  1,000  chief  petty  officers'  hats,  which  cost  the  board  $2  each, 

d  were  sold  for  40  cents  each,  less  a  commission  of  2^  cents. 

Also  100  chief  petty  officers'  overcoats,  which  cost  the  board  $19.62, 

d  were  sold  for  $10  each,  less  a  commission  of  10  cents  each. 

Also  50  constructor's  coats,  which  cost  the  board  $14.50,  and  were 

d  for  $6.50,  less  a  commision  of  5  cents  each. 
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Also  50  consti'uctor's  trousers,  which  cost  the  board  $8.50.  and 
were  sold  for  $4.50,  less  a  commission  of  10  cents  each. 

Also  100  black  silk  neckerchiefs,  which  cost  the  board  $1.50  each, 
and  were  sold  for  85  cents  each. 

Also  2,000  chambray  shirts  which  cost  the  board  91  cents  each  and 
were  sold  for  $5.75  a  dozen.    There  wa3  no  commission  allowed  there. 

The  total  valuation  was — I  was  wrong  in  stating  that  it  was 
approximately  $400,000.  It  was  $244,312.23,  at  the  exact  cost  in  1917 
in  thousand  lots,  and  the  shipping  board  netted  $80,681.79. 

Here  is  the  telegram  on  the  subject  that  I  received.  (Which  tele- 
gram was  handed  to  the  chairman  and  returned  to  the  witness.) 

The  Chairman.  Was  this  sale  brought  about  by  reason  of  the 
discontinuance  of  the  recruiting  service? 

Mr.  Baker.  They  had  not  discontinued.  They  had  simply  trans- 
ferred  

The  Chairman  (interposing).  Then  it  was  not  brought  about 
by  a  discontinuance  of  the  recruiting  service. 

Mr.  Baker.  I  can  not  say  that  it  was ;  no,  sir. 

The  Chairman.  Is  the  recruiting  service  being  maintained  up  in 
Boston  now? 

Mr.  Baker.    No,  sir. 

The  Chairman.  Doe.s  the  Shipping  Board  or  the  Fleet  Corpora- 
tion have  a  recruiting  service? 

Mr.  Baker.  They  have  it  up  to  the  present  time  in  Norfolk.  Prior 
to  that  time  the  headquarters  were  in  Boston. 

The  Chairman.  Prior  to  what  time? 

Mr.  Baker.  Prior  to  that  sale.    This  sale  was  in  December,  1919. 

The  Chairman.  Prior  to  that  time  the  recruiting  service  was  in 
Boston  ? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Was  there  also  at  that  time  one  in  Norfolk? 

Mr.  Baker.  Yes;  as  a  branch  of  the  Boston  office.  They  had 
branches  all  over  the  country. 

The  Chairman.  How  soon  after  the  sale  did  the  recruiting  o&(^ 
in  Boston  close? 

M^-.  Baker.  Except  for  the  accounting  of  it  it  was  all  closed 
at  that  time.  Director  Howard  having  resigned,  and  all  the  activities 
had  been  transferred  to  Norfolk  at  the  tune  of  the  sale.  A  great 
supply  of  clothing  was  taken  from  Boston  to  Norfolk  on  one  of 
their  own  boats. 

The  Chairman.  Have  you  had  any  occasion  to  look  into  the  mat- 
ter of  the  surveys  that  had  been  made  prior  to  repairs  taking  place 
on  ships? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  Where? 

Mr.  Baker.  In  the  New  England  district  I  had  been  quite  inter- 
ested in  that  on  account  of  repair  bills  being  audited  by  my  repair 
cost  auditing  department.  I  had  found  that  under  the  contract  ex- 
isting with  the  American — I  forget  the  exact  title  of  that. 

The  Chairman.  The  American  Bureau  of  Survey? 

Mr.  Baker.  The  modem  contract  is  the  way  I  always  referred 
to  it. 

The  Chairman.  The  Martin-Gardner  agreement,  do  you  mean? 
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Mr.  Baker.  Yes,  sir.  I  found  that  at  the  beginning  of  that 
ontract  work  was  not  being  checked  by  the  Martin-Gardner  inter- 
sts  as  was  anticipated  by  the  contract.  The  district  comptrollers 
^ere  instructed  not  to  check  repairs  handled  by  them. 

The  Chairman.  Handled  by  who? 

Mr.  Baker.  The  Martin-Gardner  contract.  For  a  short  time  we 
iiscontinued  checking  repairs  which  were  handled  under  that  con- 
;ract.  But  there  came  to  our  notice  immediately  the  fact  that 
harges  were  exorbitant.  We  then  immediately  began  to  check. 
iVe  found  that  bills  that  had  been  approved  for  repairs,  after 
►eing  checked  and  audited,  were  reduced  25  per  cent.  Therefore 
ve  have  continued  to  check  them  up  to  this  day,  and  we  are  con- 
inually  reducing  the  bills.  The  representative  of  Mr.  Martin  and 
•Ir.  Gardner  now  request  us  to  check  bills  before  we  approve 
hem,  inasmuch  as  there  have  been  several  reductions  on  prior  bills 
p^hich  they  have  apwoved. 

The  Chairman.  What  has  that  all  got  to  do  with  improper 
urveys  ? 

Mr.  Baker.  Under  the  Martin-Gardner  contract  they  are  sup- 
)osed  to  survey  a  boat  when  a  managing  agent  requests  repairs. 
Hiere  have  been  numerous  cases  of  boats  in  Portland,  of  which 
^e  have  had  many  this  year,  where  a  master  would  telephone  to 
lis  managing  agent  in  Boston,  from  Portland,  requesting  certain 
epairs.  The  managing  agent  would  ring  up  Mr.  Murphy,  the 
epresentative  of  Martin-Gardner,  and  advise  him  that  repairs  were 
necessary.  Mr.  Murphy  was  supposed  to  make  a  survey.  But  in- 
tead  of  making  a  survey  Mr.  Murphy  would  telephone  to  the  cap- 
ain  or  the  chief  engineer,  or  the  steward,  whichever  it  happened 

0  be — I  meant  to  say  he  would  telephone  to  the  managing  agent 

1  Boston  and  request  the  managing  agent  to  have  the  captain  or 
he  chief  engineer  or  the  steward  get  bids  in  Portland,  which  would 
€  done,  and  telephone  the  bids  back  to  the  managing  agent  in  Bos- 
on, who  would  in  turn  telephone  them  to  Mr.  Miirpny.  Mr.  Mijr- 
►hy  would  then  advise  him  to  go  ahead  with  the  work.  That 
ontract  calls  for  a  fee  of  from  $50  to  $250  for  Mr.  Murphy's  work 
a  such  a  case.  Mr.  Murphy  was  supposed  to  have  made  a  survey 
eforehand,  and  also  a  survey  to.  see  that  the  work  had  been  done, 
iut  after  the  work  was  done  the  master  would  telephone  to  his 
lanaging  agent  and  the  managing  agent  would  telephone  to  Mr. 
lurphy  that  it  had  been  completed  satisfactorily. 

The  Chairman.  Mr.  Murphy  represents  the  United  States  Bureau 
f  Survey? 

Mr.  Baker.    Yes,  sir. 

The  Chairman.  Does  he  have  an  office  with  the  Shipping  Board 
eople  up  there  ? 

Mr.  Baker.  No,  sir;  he  has  a  separate  office. 
The  Chairman.  Do  you  know  of  several  instances  like  that? 
Mr.  Baker.  There  are  several;  yes,  sir. 
The  Chairman.  That  you  yourself  know  of? 
Mr.  Baker.  That  I  have  been  told  about  bv  the  construction  and 
»pair  department  and  by  managing  agents.     We  have  also  called 

to  the  attention  of  Admiral  Benson  in  our  weekly 

The  Chairman  (interposing).  Did  you  ever  call  it  to  the  atten- 
^n  of  Mr.  Murphy? 
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Mr.  Baker.  Xo,  sir;  I  never  have. 

The  Chairman.  Did  you  ever  attempt  to  verify  it  by  asking  hina 
if  that  was  so,  if  he  had  made  a  survey? 

Mr.  Baker.  Personally,  no :  but  the  head  of  the  construction  aad 
repair  department  states  that  he  has  done  so. 

The  CHAiRMAJf.  Do  you  have  anything  to  do  with  any  of  the  in- 
sj^ectors  or  checkers  up  there? 

Mr.  Baker.  The  checkers  all  come  under  my  jurisdiction  for  the 
whole  of  the  New  England  district. 

The  Chairman.  How  many  checkers  do  you  have  under  your  juris- 
diction now  ? 

Mr.  Baker.  At  the  present  I  have  19.    The  number  has  been  as 
higli  as  68  I  believe. 

The  Chairman.  What  pay  do  these  checkers  get  ? 

Mr.  Baker.  $L56()  to  $1,800  and  the  chief  checker  gets  $2,400. 

The  Chairman.  The  chief  checker  gets  $2,400? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  They  check  time  and  material  do  they? 

Mr.  Baker.  Yes,  sir. 

The  Chairman.  AVhat  do  they  do  wlien  there  is  no  repair  work 
going  on  ? 

Mr.  Baker.  Generally  speaking  we  take  time  off  for  the  overtime 
which  they  have  worked,  and  which  has  always  been  more  in  excess 
that  what  has  been  given  them.  They  always  have  time  coming  to 
them  on  account  of  the  fact  that  my  Jorce  was  not  sufficiently  large 
to  cover  the  district  during  the  summer  months.  Therefore  they  had 
to  work  overtime  and  double  time,  for  which  they  only  got  straight 
time. 

The  Chairman.  How  many  checkers  do  you  put  upon  a  vessel 
that  is  being  repaired? 

Mr.  Baker.  One. 

The  Chairman.  Does  he  take  care  of  both  labor  and  material? 

Mr.  Baker.  Yes,  sir;  and  sometimes  one  man  to  two  or  three  boats, 
depending  upon  the  conditions  in  the  yards. 

The  Chairman.  Have  you  had  any  instances  of  undue  delay  ^ 
the  making  of  repairs  or  the  dry  docking  of  vessels  up  there,  or 
improper  materials  being  sent  aboard,  or  of  excessive  charges  iot 
overtime,  or  charging  for  more  men  than  were  actually  present,  or 
cases  such  as  that  ? 

Mr.  Baker.  My  total  repair  bills  for  the  year  were  reduced  9  V^ 
cent.     That  is  the  best  answer  I  can  give  you  on  that. 

The  Chairman.  What  brought  about  the  reduction? 

Mr.  Baker.  Just  such  instances  as  you  have  asked  me  about.  Every 
one  of  them  has  been  effective  in  the  Boston  district. 

The  Chairman.  Is  there  room  for  further  reduction,  would  yo^ 
sav? 

Mr.  Baker.  Not  on  the  bills  that  have  been  passed.  I  do  not  think 
there  was  a  cent  more  than  was  due  by  the  board. 

The  Chairman.  Was  this  discovered  before  the  bills  were  paid! 

Mr.  Baker.  Yes ;  discovered  before  the  work  was  done. 

The  Chairman.  You  say  that  in  Boston  they  do  not  purchase  very 
much  bunker  coal  ? 

Mr.  Baker.  Very  little. 

The  Chairman.  How  about  engine  room  supplies? 
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Mr.  Raker.  There  are  some  of  those  purchased  there.  They  have 
•een  purchased  mostly  through  ship  chandlers,  but  we  are  discourag- 
fiff  that  i^rocedure 

The  Chairman.  Is  there  a  warehouse  in  Boston  or  in  that  vicinity 
here  the  Shipping  Board  has  material? 

ifr.  Baker,  vhily  the  surplus  materials  which  they  are  not  using^ 
>live  materials  such  as  were  kept  in  Hoboken. 
The  Chairman.  Is  there  any  material  left  in  that  warehouse  ? 
Mr.  Baker.  ISot  new,  we  have  some  secondhand,  which  is  prac- 
-ally  scrap  or  a  little  better  than  scrap. 
The  Chairman.  Have  you  sold  any  junk  up  there? 
Mr.  Baker.  Yes,  sir. 

The  Chairman.  How  has  that  been  disposed  of? 
Mr.  Baker.  By  competitive  bidding. 
The  Chairman.  Real  bidding? 

Mr.  Baker.  Absolutely.    I  think  we  have  had  as  high  as  nine  hid- 
e's, and  the  bids  were  opened  right  before  them  all.     A  certified 
?ck  is  put  up  before  the  goods  are  delivered. 
The  Chairman.  Do  you  know  how  much  junk  you  have  disposed  of 

there  ? 

Mr.  Baker.  Comparatively  a  small  amount.    I  think  it  does  not 
^  over  $1,000  or  $1,500  a  month.    That  at  the  present  time  is  being 
fidled  entirely  bv  the  supply  and  sales  division. 
I'he  Chairman.  Does  the  accounting  for  it  go  through  your  office? 
^^r.  Baker.  No,  sir:  or  only  so  far  as  certifying  such  scrap  mate- 
I  over  to  the  supply  and  sales  division  is  concerned. 
f^he  Chairman.  When  it  is  certified  it  shows  on  your  books? 
'4r.  Baker.  Yes,  sir. 

He  Chairman.  But  when  it  is  sold  the  proceeds  do  not  show  ? 
Ir.  Baker.  No,  sir ;  that  comes  through  the  construction  division 
^ew  York. 

he  Chairman.  Any  questions,  Mr.  Foster? 

Ir.  Foster.  Mr.  Baker,  you  spoke  on  vesterday  about — Mr.  Twee- 
e,  isit? 

'Ir.  Baker.  Yes,  sir. 
^T.  Foster.  What  is  his  position  ? 
•Ir.  Baker.  General  comptroller. 

^r.  Foster.  What  was  it  he  told  you  about  testifying  before  this 
^tnittee,  just  in  substance? 

^Ir.  Baker.  He  advised  that  he  would  like  to  have  questions  of 
nicies  or  opinions  given  by  the  general  office. 

^r.  Foster.  Where  did  he  get  his  information  from  to  issue  those 
•tructions  to  you,  if  from  any  person? 
^Ir.  Baker.  I  do  not  know. 

\Ir.  Foster.  Did  he  have  any  communication  from  Admiral  Ben- 
a  on  that  point,  or  do  you  know  ? 
Mr.  Baker.  I  do  not  know. 

Mr.  Foster.  Have  you  heard  of  such  instructions  having  been 
ven  by  Admiral  Benson  to  him  ?  In  your  position  had  word  come 
you,  or  information  or  suggestion,  that  Admiral  Benson  had  some- 
ing  to  do  with  those  instructions? 
&lr.  Baker.  I  could  not  say  that  I  have  heard  that. 
Mr.  Foster.  You  never  heard  it  intimated  imtil  I  just  now  spoke 
it? 
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Mr.  Baker.  I  have  heard  it  intimated,  but- 


Mr.  Foster  (interposing).  I  did  not  ask  if  you  had  proof  of  it, 
but  wanted  to  know  what  you  knew  about  it.  What  is  your  position 
there  now  ? 

Mr.  Baker.  District  comptroller. 

Mr.  Foster.  Well,  while  you  have  held  that  position  have  not  you 
heard  that  Mr.  Tweedale  issued  those  instructions  or  suggestions  to 
you  by  reason  pt  instruction  to  him  from  Admiral  Benson,  instruc- 
tions from  Admiral  Benson  to  him  along  that  line ;  has  not  that  been ' 
the  general  talk? 

Mr.  Baker.  Why,  I  have  talked  it  over  only  with  Mr.  Tweedale 
and  Mr.  Bidwell. 

Mr.  Foster.  Well,  in  those  talks  was  Admiral  Benson's  name 
brought  in  in  any  way  in  connection  with  such  suggestion  as  to  testi- 
monv  before  this  committee,  or  do  you  feel  in  a  position  where  you 
woufd  rather  not  discuss  that  here  ? 

Mr.  Baker.  I  will  give  you  the  truth  of  the  matter  if  I  can  truth- 
fullv  state  it. 

Mr.  Foster.  All  right. 

Mr.  Baker.  It  was  oack  in  December  when  I  received  instructions, 
and  I  am  really  a  little  hazy  on  the  exact  conversation. 

Mr.  Foster.  How  did  you  receive  the  instructions,  Mr.  Baker? 

Mr.  Baker.  Over  the  telephone  in  this  hotel  from  Mr.  Tweedale. 

Mr.  Foster.  At  any  time,  then  or  since,  have  you  received  any- 
thing in  writing  concerning  it? 

Mr.  Baker.  No,  sir.  > 

Mr.  Foster.  Were  you  here  as  a  witness  then? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Did  you  call  him  or  did  he  call  you  ? 

Mr.  Baker.  He  called  me. 

Mr.  Foster.  Who  placed  him  in  the  position  he  then  occupied,  Mr. 
Tweedale,  who  employed  him  ? 

Mr.  Baker.  I  could  not  tell  you. 

Mr.  Foster.  I  mean  who  was  his  superior  ? 

Mr.  Baker.  Admiral  Benson. 

Mr.  Foster.  How  many  years  experience  have  you  had  that  wouW 
tend  to  qualify  you  to  know  the  duties  devolving  upon  you  by  virtue 
of  the  position  you  then  occupied  ? 

Mr.  jBaker.  Well,  I  have  been  in  the  accounting  field  since  189^? 
and  have  held  several  positions. 

Mr.  Foster.  And  continuously  since  then  your  employment  has 
been  such  as  would  tend  to  qualify  you  to  pass  judgment  upoi^ 
matters  of  this  nature? 

Mr.  Baker.  Well,  possibly  not  in  the  Shipping  Board.  I  mean  to 
say  that  I  have  only  had  three  years'  experience  in  the  Shippi^ 

Board. 

Mr.  Foster.  But  your  other  experience  has  been  such  as  to  quality 
you  to  testify  on  questions  that  come  up,  would  it? 

Mr.  Baker.  Well,  as  to  general 'executive  questions  I  should  say 

yes. 

Mr.  Foster.  For  my  information,  what  had  Mr.  Tweedale's  busi- 
ness been  prior  to  assuming  the  present  position,  do  you  understandl 


SHIPPING  BOARD  OPERATIONS.  3603 

Mr.  Baker.  I  understand  he  had  been  auditor  of  the  District  of 
olumbia  for  a  number  of  years  and  that  he  held  various  other  post- 
ons  while  in  Washington. 

Mr.  Foster.  Can  you  think  of  any  reason  why  this  committee,  if 
;  cared  to  avail  itself  of  your  opinions  or  judgment  concerning  mat- 
jrs  that  might  affect  the  orderly  manner  in  which  the  Government 
lould  have  its  money  expendea,  should  not  have  that  information 
rem  you? 

Mr.  Baker.  Why,  I  understood  the  Admiral  wished  all  employees 
3  rive  their  entire  support  to  this  committee. 

Mr.  Foster.  And  by  the  "Admiral  "  you  mean  who  ? 

Mr.  Baker.  Admiral  Benson. 

Mr.  Foster.  Do  you  know  of  any  reason  why  Mr.  Tweedale  should 
'ant  to  run  counter  to  that  wish  of  the  Admiral's? 

Mr.  Baker.  Only  possibly  to  curb  his  men  in  giving  of  opinions 
'hich  might  interfere  with  the  opinions  prevalent  in  the  general 
flSce  on  account  of  information  that  subordinates  might  not  have. 

Mr.  Foster.  This  committee,  coming  from  the  Congress  which  pro- 
ides  the  funds  that  are  spent  under  the  direction  of  these  different 
cards,  there  is  no  reason  why  we  should  not,  if  we  cared  to,  have 
^rfectly  free  testimony  from  people  in  positions  such  as  yours 
3nceming  policies,  or  your  judgment  as  to  how  the  boohs  should  be 
ept,  or  how  money  should  be  expended,  or  what  system  should  be 
iopted,  is  there?  There  is  nothing  wrong  with  that,  is  there,  that 
au  can  see  ? 

Mr.  Baker.  Not  a  particle. 

Mr.  Foster.  Did  you  ever,  at  that  time  in  your  conversation  with 

r.  Tweedale,  or  since,  hear  any  reason  assigned  by  him  that  ap- 

aled  to  your  good  judgment,  as  to  why  we  should  not  ask  you 

N^>ut  these  matters?     We  can  ask  you  your  judgment  there,  can't  we? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Or  why  this  committee  should  not  go  into  any  mat- 

r  with  you,  or  why  that  would  interfere  with  the  service  under 

r.  Tweedale? 

Mr.  Baker.  I  can  not  see  any  reason,  personally. 

Mr.  Foster.  That  is  all. 

The  Chairman.  Mr.  Steele,  any  questions? 

Mr.  Steele.  Mr.  Baker,  you  stated  a  moment  ago  that  you  were 

mewhat  hazy  about  the  exact  conversation  you  had  with  Mr. 

weedale  over  the  phone>.     Can  you  give  us  your  best  recollection 

I  to  the  exact  phraseology  of  that  conversation? 

Mr.  Baker.  It  was  very  short.    I  was  simply  advised 

Mr.  Steele  (interposing).  Just  give  his  conversation  so  that  we 
ay  interpret  it. 

Mr.  Baker.  He  simply  told  me  to  refrain  from  giving  opinions, 
•  answering  questions  of  policies  which  would  rest  with  Wash- 
iffton. 

Mr.  Steele.  Did  you  understand  that  to  means  to  absolutely  re- 
ain  if  questions  were  asked  you,  or  from  volunteering  opinions. 
Mr.  Baker.  Why,  when  I  am  told  to  refrain  from  giving  opinions 
should  say  it  meant  all. 

Mr.  Steele.  That  was  your  interpretation  of  it? 
Mr.  Baker.  Yes,  sir. 
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Mr.  Steele    Those  opinions  you  understood  to  refer  to  questions 
of  policies  that  had  been  fixed  liy  the  Shipping  Board? 

Mr.  Baker.  Not  all,  no. 

Mr.  Steele.  Well,  what? 

Mr.  Baker.  My  opinions  as  to  questions  other  than  policies. 

Mr.  Steele.  Did  he  sav  that?     I  understood  vou  to  use  the  words 
"  policies  of  the  board. ' 

Mr.  Baker.  Opinions  or  policies. 

Mr.  Steele.  Opinions  or  policies  of  the  board? 

Mr.  Baker.  Opinions  of  mj  own,  are  those  whidi  I  might  hare 
formed  on  any  question  which  would  involve  the  policy  of  the 
board. 

Mr.  Steele.  Then  you  understood  it  to  be  practically  a  prohibi- 
tion against  you  gi^ang  any  opinions  at  all  ? 

Mr.  Baker.  I  should  say  so. 

Mr.  Steele.  Any  opinions  at  all? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Did  he  say  anything  with  reference  to  any  testimony 
that  you  might  give  in  regard  to  facts  that  have  come  to  your  knowl- 
ed^,  with  reference  to  this  investigation? 

Mr.  Baker.  No,  sir.     I  was  told  to  give  you  all  the  facts. 

Mr.  Foster.  Mr.  Steele,  may  I  ask  a  question  right  there  that  I 
overlooked  ? 

Mr.  Steele.  Certainly. 

Mr.  Foster.  Mr.  Baker,  on  yesterday,  in  answering  a  question  by 
our  chairman  I  understood  you  to  say  that  you  had  given  some 
opinions  as  to  the  proper  policy  to  pursue  concerning  duties  incident 
to  your  office  and  which  had  been  adopted  by  Mr.  Tweedale  and  is- 
sued in  the  form  of  instructions  or  orders,  is  that  so? 

Mr.  Baker.  Yes,  sir. 

Mr.  Foster.  Would  your  instructions  as  you  interpreted  ftem 
from  Mr.  Tweedale  prevent  you  from  rendering  to  this  committee 
similar  service,  giving  to  this  committee  opinions  similar  to  tho9^ 
which  had  been  given  to  your  superior  and  adopted?  Would  those 
instructions  prevent  you  from  giving  us  that  sort  of  opinion? 

Mr.  Baker.  I  would  say  that  from  his  instructions  here  I  would 
refrain  from  giving  any  opinions,  all  opinions. 

Mr.  Foster.  Can  you  now  think  of  any  reason  why  this  committee 
should  not  have  the  benefit  of  siinilar  opinions  entertained  by  jo^ 
as  the  result  of  your  experience,  if  such  opinions  have  been  aao]^ 
by  your  superiors  and  put  into  effect  by  the  issuance  of  general 
orders?  Can  you  see  anything  wrong  in  this  committee  having  ac- 
cess to  such  opinions  as  you  may  have?  Can  you  see  anything  tba^ 
would  interfere  with  the  service  if  this  committee  shoidd  have  opifl' 
ions  from  you? 

Mr.  Baker.  Possibly  Mr.  Tweedale  would  like  to  have  them  before 
him. 

Mr.  Foster.  For  his  benefit  in  issuing  general  orders? 

Mr.  Baker.  Yes,  sir. 
Mr.  Foster.  That  is  all. 

Mr.  Steele.  Your  interpretation  of  his  directions  to  you  was  that 
it  included  policies  and  opinions  ? 
Mr.  Baker.  Yes,  sir. 
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Mr.  Steele.  Xot  opinions  upon  the  policies  but  opinions  generally  ? 
Mr.  Baker.  Opinions  on  everything. 
Mr.  Steele.  Opinions  on  everything? 

Mr.  Baker.  Yes,  sir;  on  policies  as  well  as  on  other  questions. 
Mr.  Steele.  How  many  persons  are  there  in  the  Shipping  Board 
ho  occupy  the  same  position  that  you  do  ? 

Mr.  Baker.  There  is  one  each  at  Boston,  New  York,  Baltimore, 
Philadelphia,  Norfolk,  New  Orleans,  and  San  Francisco;  there  are 
?ven  of  us. 

Mr.  Steele.  Are  opinions  invited  by  the  Shipping  Board  from 
11  those  as  to  policies  of  the  Shipping  Board  beiore  they  are  pro- 
lulgated  ? 

Jlr.  Baker.  Do  you  mean  by  the  general  comptroller? 
Mr.  Steelk.  Yes. 
Mr.  Baker.  Yes,  sir. 
Mr  Steele.  They  are  invited? 
Mr.  Baker.  Yes,  sir. 
Mr.  Steele.  And  sometimes  adopted  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  You  understood  that  the  general  policy  of  the  Ship- 
ing  Board  was  that  you  were  to  appear  before  this  committee  and 
ive  it  whatever  help  you  could  ? 
Mr.  Baker.  Yes,  sir. 

ifr.  Steele.  On  yesterday  you  referred  to  excessive  charges  in 
ew  York  during  the  war? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Were  those  charges  different  from  what  were  charged 
)  private  shipowners  for  similar  service? 

Mr.  Baker.  They  were  higher  than  had  been  charged  previous  to 
le  conference  of  the  American  Steamship  Association  and  the  then 
?neral  comptroller,  W.  L.  Soleau.  which  meeting  was  just  prior  to 
le  time  I  speak  of. 
Mr.  Steele.  Yes ;  that  was  prior. 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  At  the  time  the  charges  were  made  I  want  to  know 
hether  they  were  higher  than  charges  to  private  shipowners  for 
fnilar  service  ? 

Mr.  Baker.  T  do  not  know  that  I  can  answer  that  question  be- 
Us^  I  am  not  entirely  familiar  with  charges  to  private  owners,  at 
at  time. 

Mr.  Steele.  During  the  war  everjlhing  relating  to  shipping  was 
y  a  very  high  basis? 
Mr.  Baker.  Yes:  extremely  so. 
Mr.  Steele.  Rates  and  all? 
Mr.  Baker.    Yes,  sir. 

Mr.  Steele.  You  also  referred  on  vesterday  to  the  charge  for  oil 
r  the  Blue  Star  Co  ,  of  Philadelphia  ? 
Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Was  there  any  reimbursement  to  the  Government  for 
at  excessive  charge  ? 

Mr.  Baker.  The  Government  has  rendered  its  check  to  the  Blue 
ar  Navigation  Co.,  through  the  managing  agent,  John  S.  Emery 
.,  but  that  has  never  been  finally  settled.    There  is  a  refund  coming 
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from  that  check  of  twenty  odd  thousand  dollars,  because  the  boat  did 
not  take  the  exact  amount  of  oil  covered  in  that  check.     And  the 
Blue  Star  Navigation  Co.  is  supposed  to  return  a  very  small  por- 
tion of  it.    We  have  not  passed  the  charge  in  my  office,  you  under- 
stand for  this  oil.    In  auditing  the  account  I  ran  onto  this  charge 
and  immediately  got  in  touch  with  our  managing  agent,  demand- 
ing his, entire  file  on  the  subject.     I  have  had  that  file  sent  to 
our  general  comptroller  for  him  to  do  as  he  sees  fit  in  the  absence 
of  an  investigation  department  in  my  district.     I  understand  now 
that  he  is  investigating  the  charge  and  will  advise  me  the  outcome 
of  the  whole  thing  as  soon  as  he  finds  out. 

Mr.  Steele.  When  was  this  charge  made? 

Mr.  Baker.  About  three  months  ago. 

Mr.  Steele.  About  three  months  ago  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  And  the  matter  is  now  under  investigation  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  So  that  the  question  of  whether  that  excess  charge  will 
be  allowed  to  stand  is  still  an  open  matter  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  Have  you  called  the  attention  of  the  investigation  de- 
partment at  Washington  to  the  matter? 

Mr.  Baker.  No.  sir. 

Mr.  Steele.  Why  not? 

Mr.  Baker.  Because  I  have  had  a  great  deal  of  experience  with  the 
investigation  department,  and  have  turned  over  many  cases  to  the 
investigation  department,  and  have  not  had  very  good  results  so 
far.  Now,  I  have  changed  my  method  of  procedure  and  am  sending 
them  to  my  chief  for  him  to  handle  in  whichever  way  he  sees  fit. 

Mr.  Steele.  Then  do  I  understand  you  to  question  the  efficiency 
of  the  investigation  department  of  the  Shipping  Board  ? 

Mr.  Baker.  Not  the  investigation  department  as  a  department, 
but  as  a  department  to  get  results  from  mvestingation. 

Mr.  Steele.  Do  you  mean  to  say  that  it  is  inefficient  as  to  getting 
results? 

Mr.  Baker.  Yes,  sir;  very. 

Mr.  Steele.  It  is  very  inefficient? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  That  has  been  your  experienc  e,  has  it  ? 

Mr.  Baker.  Yes,  sir. 

Mr.  Steele.  How  extensive  has  been  your  experience  in  that 
direction  ? 

Mr.  Baker.  In  New  York  I  think  perhaps  I  was  either  the  origi- 
nator or  gave  considerable  information  on  at  least  75  per  cent  of 
their  entire  operations.  In  New  Orleans  I  could  not  say  how  many 
cases  I  had,  but  we  kept  in  very  close  touch  with  the  investigation 
department,  and  I  turned  over  many  cases  to  them  there. 

Mr.  Steele.  Then  New  York  furnished  the  greater  proportion  of 
the  cases  to  the  bureau  of  investigations? 

Mr.  Baker.  I  think  they  furnished  a  large  percentage  of  them, 
yes,  sir. 

Mr.  Steele.  And  you  furnished  the  information  in  the  Boston 
office  ? 


